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"This version of our report is a free translation of the original, which was prepared in Spanish, All possible
care has been taken to ensure that the translation is an accurate representation of the original, However, in
all matters of interpretation of information, views or opinions, the original language version of our report
takes precedence over this translation.”

To the shareholders of CIE Automotive, S.A.:

Report on the annual accounts

We have audited the annual accounts of CIE Automotive, S.A. (the Company), which comprise the
balance sheet as at December 31, 2017, and the income statement, statement of changes in equity, cash
flow statement and related notes for the year then ended.

In our opinion, the accompanying annual accounts present fairly, in all material respects, the equity
and financial position of the Company as at December 31, 2017, as well as its financial performance
and cash flows for the year then ended, in accordance with the applicable financial reporting
framework (as identified in Note 2.1 of the notes to the annual accounts), and, in particular, with the
accounting principles and criteria included therein.

We conducted our audit in accordance with legislation governing the audit practice in Spain. Our
responsibilities under those standards are further described in the Auditor's responsibilities for the
audit of the annual accounts section of our report.

We are independent of the Company in accordance with the ethical requirements, including those
relating to independence, that are relevant to our audit of the annual accounts in Spain, in accordance
with legislation governing the audit practice. In this regard, we have not rendered services other than
those relating to the audit of the accounts, and situations or circumstances have not arisen that, in
accordance with the provisions of the aforementioned legislation, have affected our necessary
independence such that it has been compromised.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the annual accounts of the current period. These matters were addressed in the context of
our audit of the annual accounts as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these matters. '

.....................................................................................................................
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Investments in group companies and associates
account for a significant percentage of the
Company’s net assets (Notes 7 and 8 to the
accompanying annual accounts). Equity instruments
and long-term and short-term loans granted to
Group companies at the year end amount to
€423,314 thousand, €1,156,575 thousand and
€15,313 thousand, respectively.

As indicated in Note 3.5 to the accompanying annual
accounts, Management assesses annually whether
there are indications of impairment and determines
the recoverable amount of the investments
recognised on the balance sheet.

Determining the recoverable value of these
investments is mainly based on estimates of the
value of future cash flows. The estimation of future
cash flows requires significant judgement by
Management, including, among other things,
expectations regarding income and future margins,
growth rate projections, estimates of discounts rates
in order to calculate the present value of cash flows
(WACC - Weighted average cost of capital), etc. The
most important assumptions used by the Company
in its analysis are summarised in Note 2.2 to the
accompanying annual accounts.

Deviations in these rates and estimates trigger
significant variations in the calculations performed
and therefore in the analysis of the recoverability of
investments in group companies and associates.

CIE Automotive, S.A,

First, we gained an understanding of the process used
by the Company to assess the valuation of investments
and analyse their recoverability and the impairment
tests performed by management, and verified that the
criteria used to perform these tests are consistent with
those established in applicable reporting regulations.

For cash flows, we checked not only the calculations
made but also the projected annual cash flows, based on
the plans and budgets approved by Group management,
against those actually obtained in 2017, and we analysed
the key assumptions used to determine the growth rates
and forecast future margins, verifying them using
available comparables (historical results and sector
margins) and analysing, if appropriate, their
reasonableness using available third-party contracts or
agreements. The discount rates applied (WACC) were
agsessed with the collaboration of our firm’s specialist
team.

As aresult of our analysis and tests performed, we
consider that Management’s conclusion concerning the
absence of impairment of investments, the estimates
made and the information disclosed in the accompanying
annual accounts are adequately supported and are
consistent with the information currently available.

Other information comprises only the director’s report for the 2017 financial year, the formulation of
which is the responsibility of the Company’s directors, and does not form an integral part of the

annual accounts.

Our opinion on the annual accounts does not cover the directors’ report. Our responsibility regarding
the directors’ report is defined in the legislation governing the audit practice, which establishes two

distinct levels in this regard:

a)  Aspecific level which is applicable to certain information included in the Annual Corporate
Governance Report, as defined in article 35.2 b) of the Audit Law 22/2015, that consists of
verifying solely that that information was furnished in the directors’ report and if not, reporting

this matter.
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b)  Ageneral level applicable to other information included in the directors’ report that consists of
assessing and reporting on the consistency of that information with the annual accounts, on the
basis of the understanding of the company obtained in the performance of the audit of the
accounts and without including information other than that obtained as evidence during the
audit and assessing and reporting on whether the content and presentation of this part of the
directors’ report are in conformity with applicable legislation. If, based on the work we have
performed, we conclude that there are material misstatements, we are required to report this
fact.

On the basis of the work performed, as described above, we have verified that the information
mentijoned in paragraph a) above is provided in the directors’ report, and that the other information
contained in the directors’ report is consistent with that contained in the annual accounts for the 2017
financial year, and its content and presentation are in accordance with the applicable regulations.

The Company s directors are responsible for the preparation of the accompanying annual accounts,
such that they fairly present the equity, financial position and financial performance of CIE
Automotive, S.A., in accordance with the financial reporting framework applicable to the entity in
Spain, and for such internal control as the directors determine is necessary to enable the preparation
of annual accounts that are free from material misstatement, whether due to fraud or error.

In preparing the annual accounts, the Company s directors are responsible for assessing the
Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the directors either intend to liquidate
the Company or to cease operations, or have no realistic alternative but to do so.

The audit committee is responsible for overseeing the process of preparation and presentation of the
annual accounts.

Our objectives are to obtain reasonable assurance about whether the annual accounts as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with legislation governing the audit practice in Spain will always detect a material
misstatement when it exists, Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these annual accounts.
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As part of an audit in accordance with legislation governing the audit practice in Spain, we exercise
professional judgment and maintain professional scepticism throughout the audit. We also:

) Identify and assess the risks of material misstatement of the annual accounts, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal conirol,

. Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company s internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Company’s directors.

. Conclude on the appropriateness of the directors” use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Company’s ability to continue as a
going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor s report to the related disclosures in the annual accounts or, if such
disclosures are inadequate, to modify our opinion. Qur conclusions are based on the audit
evidence obtained up to the date of our auditor”s report. However, future events or conditions
may cause the Company to cease to continue as a going concern.

. Evaluate the overall presentation, structure and content of the annual accounts, including the
disclosures, and whether the annual accounts represent the underlying transactions and events
in a manner that achieves fair presentation.

We communicate with the Company’s audit committee regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide the Company s audit committee with a statement that we have complied with relevant
ethical requirements, including those relating to independence, and we communicate with the audit
committee those matters that may reasonably be thought to bear on our independence, and where
applicable, related safeguards.,

From the matters communicated with the Company’s audit committee, we determine those matters
that were of most significance in the audit of the annual accounts of the current period and are
therefore the key audit matters.

We describe these matters in our auditor”s report unless law or regulation precludes public disclosure
about the matter.
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Report on other legal and regulatory requirements

The opinion expressed in this report is consistent with the content of our additional report to the
Company's audit committee dated February 27, 2018,

The General Ordinary Shareholders' Meeting held on May 4, 2017 appointed us as auditors for 2017.

Previously, we were appointed by resolution of the General Shareholders’ Meeting for an initial period
and we have been auditing the accounts uninterruptedly since the year ended December 31, 2002.

Services provided to the Company and its subsidiaries for services other than the audit of the accounts
are detailed in Note 28 to the accompanying annual accounts.

PricewaterhouseCoopers Auditores, S.L. (So242)

Original in Spanish signed by Jose Antonio Simén Maestro (15886)

February 27, 2018
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CIE AUTOMOTIVE, S.A.

BALANCE SHEET AT 31 DECEMBER 2017
({Thousand eurc)

NON-CURRENT ASSETS
Intangible assets
Property, piant and equipment
Non-current investments in group companies and associafes
Equity instruments
Loans to companies
Non-cument financial investments
Equity instruments
Other financial assets
Deferred tax assets
Total non-cument assets

CURRENT ASSETS
Trade and other receivables
Receivables from Group companies and associates
Other receivables
Current tax assets
Current investments in group companies and associates
Loans to companies
Current finandial investments
Loans to third parties
Derivatives
Other financial assets
Prepaid expenses
Cash and cash equivalents
Total cument assets

TOTAL ASSETS

Af 31 December

Note 2017 2016
5 23,877 26,510
6 1,683 1,306
78 1,579,889 1,543,557
423,314 423,314
1,156,575 1,120,243
7 80 83
62 62
18 21
17 20,114 20,289
1,625,643 1,591,745
79 10,321 18,759
10,222 18,176
16 22
83 561
78 15,313 13,839
15,313 13,839
7 34,258 26,697
503 655
10 16,954 9,242
16,801 16,800
39 8
7-11 12,839 6,322
72,770 65,625
1,698.413 1,657,370




CIE AUTOMOTIVE, 5.A.

BALANCE SHEET AT 31 DECEMBER 2017
(Thousand euro)

EQUITY
Capital and reserves
Share capital
Treasury shares
Share premium
Reserves
Profit /{loss) for the year
Interim dividend
Valuation adjustments
Hedging transactions
Total equity

NON-CURRENT LIABILITIES
Non-cumrent provisions
Longterm employee benefits
Long-term payables
Bank borrowings
Group companies and associates, non-current
Other non-current payables
Other non-current payabies
Total non-current liabilities

CURRENT LIABILITIES
Cument provisions
Shott-term emplovyee benefits
Current bormowings
Bank borrowings
Derivatives
Group companies and associates, current
Other short term liabilities
Other short term liabilities
Trade and other payables
Trade payables
Group suppliers
Other payables
Fixed asset suppliers
Accrued wages and salaries
Current tax liabilities
Total current liabilities

TOTAL EQUITY AND LIABILITIES

At 31 December
Note 2017 2016
558,453 547,135
12 32,250 32,250
12 (4,526) -
12 152,171 152,171
13 335,675 324,749
14 78,932 63,765
14 (36,049 (25,800)
10 {5,437) (7,884)
(5,437 (7,884
553,016 539,251
16 5,478 24,735
5,478 24,735
7.15 675,610 766,890
675,610 766,890
7415 198,965 232,659
715 3,906 6,406
3,906 6,406
883,959 1,030,690
16 35,525 -
174,494 48,615
715 166,350 37,666
7-10-15 8,144 10,949
7-15 5167 3,449
7415 2,500 2,500
2,500 2,500
215 43,752 32,865
2,835 2,203
14 59
36,049 25,824
142 497
3,670 2,734
1,042 1,548
261,438 87429
1,698,413 1,657,370




CIE AUTOMOTIVE, S.A.

INCOME STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017

{Thousand euro)
Year ended
31 December
CONTINUING OPERATIONS Note 2017 2016
Revenue 18 137,169 115613
Services rendered and cther income 137,169 115,613
Other operating income 18 1,543 293
Nonrading and other operating income 1,543 293
Employee benefit expense 18 (22,863) (24,908
Wages and salaries (22,134 (24,243)
Social security (729) (665)
Other operating expenses 18 {10,861) 6,398
Taxes (58) {51}
Other expenses {10,803) {6,343}
Depradiation and amortization 56 (3,286) (3,321}
Impairment and profit/loss) on fixed asset disposals 8 7
OPERATING PROFIT 101,709 81,283
Finance income 20 1 4
Finance expense 20 (22,649) (18,322)
Change in fair value of financial instruments 20 7,215 3,995
Net exchange differences 20 (1,865) 828
FINANCIAL RESULTS (17,298 (13,495)
PROFIT BEFORE TAX 84,411 67,788
Income tax 19 (5,479) {4,023)
PROFIT FOR THE YEAR FROM CONTINUING OPERATIONS 78,932 63,765
DISCONTINUED OPERATIONS

PROFITALOSS) FROM DISOONTINUED OPERATIONS - -

PROFIT FOR THE YEAR 78,932 63,765




CIE AUTOMOTIVE, 5.A,

STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 DECEMBER 2017

A)

STATEMENTS OF RECOGNISED INCOME AND EXPENSE
(Thousand eurg)

Profit for the year
Income and expense recognised directly in equity

Cash flow hedges
Tax effect

TOTAL RECOGNISED INCOME AND EXPENSE

Note 2017 2016
14 78,932 63,765
10 3,399 4,315)
17 (952) 1,208

2,447 (3,107
81,379 60,658




CIE AUTOMOTIVE, S.A.

B) TOTAL STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 DECEMBER 2017

(Thousand euro)

Closing balance, 2015
Total recognised income and expense

Transactions with shareholders and owners:

Distribution of profit
- Interim dividend (Note 14)
- Other movements (Note 8}
Closing balance, 2016

Total recognised income and expense

Transactions with shareholders and owners:

- Disttibution of profit

- Acquisitions of treasury shares
Interim dividend (Note 14)

Closing balance, 2017

Treasury Share Profitforthe Interim Valeation
Share capital shares premiunt Reserves year dividend adjustments
{Note 12) {Note 12) Note 12 (Note 13) {Note 14) (Note 14) {Note 10} Total
32,250 152,171 231,904 92,809 (20,640) (4,777 483,717
63,765 - 3,167 60,656
- 50,239 (92,809} 20,640 (21,930)
{25,800 {25,800
42,606 - = 42,606
32,250 - 152,171 324,749 63,765 (25,800) 7,884 539,251
78,932 2,447 81,379
10,926 (63,765} 25,800 {27,039)
4,526 {4,526)
- ~ (36,049) . (36,049)
32,750 {4,526) 152,171 335,675 78,932 {36,049) (5437 553,016




CIE AUTOMOTIVE, S.A.

CASH FLEOW STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2017

(Thousand euro)

CASH FLOWS FROM OPERATING ACTIVITIES
Profit for the year before tax
Adjustments
Changes in working capital
Cther cash flows from operating activities
Cash flows fromf{used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Payments for investments
Proceeds from disposals
Cash flows from/ (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from and payment of financial liabilities
Dividends and payments on other equity instruments
Cash flows from f{used in) financing activities

NET INCREASE !N CASH AND CASH EQUIVALENTS
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

Year ended
31 December
Note 2017 2016
21
84,411 67,788
{26,688) (14,806)
4,538 (4,796)
48,083 34,951
110,344 83,137
22
(1,053) (46,499)
184 22,675
869) (23,824)
23
{45,595) 40,915)
{57,363) (42,570)
(102,958) {83,485)
6,517 (24,172
6,322 30,454
11 12,839 6,322




CIE AUTOMOTIVE, S.A.

NOTES TO THE 2017 ANNUAL ACCOUNTS
(Thousand euro)

1. General information
Composition and principal activities of CIE Automotive Group

CIE Automotive, $.A., parent company of CIE Automotive Group, came into existence in 2002 as a result of the merger of two business
groups, Egafia and Aforasa. Following the merger between Acerias v Forjas de Azcoitia, S.A. {transferee) and Egafia, S.A. {transferor}, the
former took CIE Automotive, S.A. as its registered name. Since then, CIE Automotive has become a financially solid Group with global
presence.

The shares of CIE Automotive, $.A. are traded on the continuous market of Madrid and Bilbao Stock Exchanges.
CIE Automotive Group coperates two core business lines:
- Automotive

The automotive business is carried out through an industrial group formed by several companies that are mainly engaged in the
design, manufacture and sale of automotive components and sub-assemblies, as well as, biofuel on the world automotive
market, using complementary technolegies — aluminium, forging, metals and plastics - and several associated processes:
machining, welding, painting and assembly.

Its main facilities are located in Europe: Spain (Alava/Araba, Barcelona, Cadiz, Gipuzkoa, Qrense, Pontevedra, Madrid and
Bizkaia), Germany, France, UK, Portugal, Czech Republic, Romania, Italy, Morocco, Lithuania, Slovakia, NAFTA (Mexico and
the US), South America {Brazil), India, the People’s Republic of China, Guatelama and Russia.

Solutions and Services (Smart Innovation)

The Group, through a group of companies, leading by the company Global Dominion Access, S.A., and with stable presence in
30 countries and more than 8,000 employees, supported on a business model which combines knowledge and technology,
develops its activities, offering Solutions and Services that actively contribute to make more efficient the productive processes of
its clients. With a global and muiltisectorial approach, this subgroup operates, among others, in the sectors of Industry, Energy,
Bank, Health, Education and Technology, in both private and public fields.

Its main facilities are located in Europe (Spain, Gersmany, France, Italy, UK, Poland and Denmark), Latin America (Mexico,
Brazil, Peru, Argentina, Chile, Ecuador, the Dominican Republic and Colombia), the United States and Canada, so on, in Asia
(Saudi Arabia, India, Oman, Qatar, UAE, Israel, Vietnam the Phillippines and Japan), and Africa (South Africa and Angola).

The parent's registered office is located at “Calle Alameda Mazaredo 69, 8° piso”, Bilbao.

At present CIE Automotive, 5.A. {publicly listed) has a 100% direct stake in: CIE Berriz, 5.L.; Autokomp Ingenierfa, S.A.U., Advanced
Comfort System Ibérica, S.L.U., Advanced Comfort System France, 5.A.S and, lastly, 50.01% stake in Global Dominion Access, S.A.,
which are, mainly, holding companies to which the CIE Automotive Group’s productive companies report to.

The list of subsidiaries and associates al 31 December 2017, togetner with the information concerning them, is set out in Appendix | to
these annual accounts.

These annual accounts were prepared by the Board of Directors on 27 February 2018.
Public offering of subscription and sale of shares in Global Dominion Access, 5.A.

The Group's subsidiary Global Dominion Access, S.A. started trading its shares on the Spanish Stock Exchange on 27 April 2016. The
offering, addressed to qualified investors and whose brochure was approved by the Spanish Securities Market Commissiott (CNMV) on
14 April 2016, has been fully subscribed, in collaboration with the responsible banks of this transaction, a price of 2.74 was set for each
share.

As a result of the transaction, 54,744,525 new company shares have been issued, representing 33.31% of share capital post IPO (once
all shares have been issued) which represented a share capital of 6,843 thousand euros and a share premium of 143,157 thousand
euros. In addition, the stabilisation agent made use of the "green shoe" option available to the financial entities involved in the
operation, for a maximum of 15% of the shares issued, resulting in the issue of an additional 5,130,938 shares, resulting in a additional
capital share of €641 thousand with a premium share of €13,417 thousand.



CIE AUTOMOTIVE, S.A.

NOTES TO THE 2017 ANNUAL ACCOUNTS
(Thousand euro)

The funds obtained as a result of the offer are permitting financing the company’s growth, identifying new business opportunities in
accordance with its strategy. Also, they will contribute to improving the robustness of its balance sheet, helping to position the
Company with a clear market advantage in connection with the tender of relevant new projects.

Also in April 2016 and prior to the IPO, CIE Automotive, S.A. has acquired from minority shareholders a total of 15,757,731 shares at a
price equal to the one of the public offering, which amounts to €2.74 per share, and preferential subscription rights over a total of
21,040 shares in the subsidiary Global Dominion Access S.A. at a price of €2.4 million. After these operations, CIE Automative's stake
in the Dominion group has gone from 62.95% to 50.01%.

Consolidated annual accounts of CIE Automotive Group
Under Spanish Royal Decree 1,815/1,991 of 20 December, the Company is obliged to present consolidated annual accounts.

On 27 February 2018, the Company authorized the issuance of the consolidated annual accounts of CIE Automotive, S.A. and its
subsidiaries for the year ended 31 December 2017, which presented profit for the year attributable to owners of the parent of
€1,336,913 thousand and equity, including profit for the year and non-controlling interests, of €215,408 thousand (2016: €162,350
thousand and €1,236,306 thousand, respectively).

Those consolidated annual accounts were prepared under the intermational Financial Reporting Standards adopted by the European
Union (IFRS-EU)}. Appendix Il, attached, incdludes the Group’s consolidated 2017 and 2016 balance sheets and income statements
under IFRS-EU.

The consolidated annual accounts include all CIE Automotive Group companies defined under Article 42 of Spain’s Code of
Commerce, each of which is consclidated using the appropriate method. The list of CIE Automotive Group companies is attached to
these annual accounts as Appendix I.

Regulatory Framework

Certain companies of the automotive segment develop their activity in the production and sale of biofuel which is a specific sector with
a particular regulatory framework (hydrocarbon sector). Among the obligations that are determined by this regulation include the
maintenance of minimum safety stock levels of petroleum products and the annual accreditation of the Spanish Securities & Exchange
Commission (CNMV) regarding the ownership of the minimum quantity of certificates of biofuels.

On 5 May 2014 was approved the order for the amount in relation to the assignation of the production capacity by the Secretary of
State of Energy for the biofuel production plants. The order was in force up to the 1 of May 2016.

Up to the date of approval of these consolidated annual accounts, no renewal order of this assignation has been published.
2, Basis of presentation
2.1 Fair presentation

The accompanying annual accounts were prepared from the Company’s accounting records and are presented in accordance with the
Spanish General Accounting Plan, enacted by Spanish Royal Decree 1,514/2007, as amended by Royal Drecree 1,159/2010, of 17
September and “Royal Decree 602/2016" of 2 December, in order 1o give a true and fair view of the Company’s equity and financial
position at the year end and of its financial performance and cash flows for the vear then ended. These annual accounts were
autharized for issue by the Company’s directors and will be submitted for shareholder approval at the Annual General Mesting at
which they are expected to be ratified without modification. The 2016 annual accounts were approved at the Annual General Meeting
held on 4 May 2017.

2.2 Key sources of estimation uncertainty

The preparation of the annual accounts requires the Company to make certain estimates and judgments conceming the futura. These
are continually evaluated and are based on historical experience and other factors, including expectations of future events considered to
be reasonable under current circumstances.

The resulting accounting estimates will, by definition, seldom match the related actual results. The estimates and assumptions that have
a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year are
addressed below.



CIE AUTOMOTIVE, 5.A.

NOTES TO THE 2017 ANNUAL ACCOUNTS
(Thousand euro}

Impainment of investrments in Group companies and associates

CIE Automotive Group (Note 1) annually tests if investments in the equity of Group companies and associates have suffered an
impafrment applying, according to the accounting palicy described in Note 3.5.d}. The recoverable amounts of cash-generating units
are determined based on value-in-use calculations. These calculations require the use of estimations. These estimations are made at the
level of the cash-generating units (CGUSs) defined by CIE Automotive Group, where all plants or individual companies are grouped.

If the revised estimated pre-tax discount rate applied to discounted cash flows were 10% higher than management's estimates, CIE
Automotive Group would still not need to reduce the carrying amount of its shareholdings in Group companies.

With respect to the assumptions used to determine the CGUs' EBITDA (operating profit plus depreciation and amortization, used as a
starting point to calculate free cash flows) and future growth, the most reasonable scenario has been considered, such that negative
distortions of this gross margin are unlikely to arise. Nonetheless simulations applying different growth rates or 10% changes to the
EBITDA figures show no risk of impairment neither in 2017 nor 2016,

As in prior years, the preax discount rate was determined on the basis of the weighted average cost of capital (WACC) plus a premium
to reflect the tax effect. The WACC was determined using the capital asset pricing model (CAPM), which is widely used for discount
rate calculation purposes. In certain instances, the discount rate calculation additionally factors in a specific risk premium to reflect the
characteristics and the risk profile intrinsic to the cash flow projections of each CG L.

The rates used to discount the cash flow projections diassified by CIE Automotive Group segment, were as follows:

CGUs 2017 2016
Automotive segment

Brazil 11.92% 11.00%
NAFTA 6.85%-10.18% 5.57%8.58%
Mahindra-CIE 5.37%-13.01% 5.34%12.85%
Rest of Automotive (Fu rope) 5.58%-12.01% 5.35%-12.13%
Solutions and Services (Smart Innovation)

Solutions 4.5% - 14% 6%-12%
T&T Services 6.5%-17.5% 6.5%-15%
Industry Services 4% - 9% 5.5%-10%
Commercial Services 7% 7%

The applied WACC ranges are derived from the cash flows that are generated in different countries with different country risks
characteristics.

This discount rate is after taxes and reflects the specific risks associated with the relevant segments.
The main changes in the discount rates used with respect to the previous year derive from fluctuations in risk-free rates.

Budgeted EBITDA (operating profit plus depreciation and impairments} is the figure determined by Company management in their
strategic plans, taking into account operations with a similar structure to the current structure and based on prior-year experience. These
margins vary by type of business as follows:

% of revenue
2017 2016
Automative 3.00%-39.52% 3.5%-40.90%
Solution and Services (Smart Innovation) 3.00%-12.30% 5.0%-10.7%

These EBITDA figures are increased by other forecast net cash movements and tax-related flows to arrive at the free cash flow generated
each year.

The result of using before-tax cash flows and discount rates does not differ significantly from the outcome of using after-tax cash flows
and discount rates.
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Cash flows beyond the five-year period covered by the Group's forecasts are extrapolated applying prudent assumptions with respect to
the forecast future growth rate (between 1% and 6%}, based on GDP growth estimates and the inflation rate in each market, and
evaluating the level of investment required to achieve these growth levels. For purposes of the calculation of the residual value, an
annual flow standard is updated considering the discount rate used in the projections deducted from the growth rate considered.

Fair value of derivatives or other financial instruments

The fair value of unlisted financial instruments (for example, derivatives from outside official market) is determined by using valuation
techniques. The Company exercises judgment in selecting a range of methods and making assumptions which are based primarily on
prevailing market conditions at the reporting date. The Company uses discounted cash flow analysis to measure financial instruments
that are not traded on active markets.

Income tax

The legal status of the tax regulations applicable to the Company mean that estimates are employed and the final quantification of tax is
uncertain. Tax is calculated based on Management's best estimates, always taking into account prevailing tax legislation and foreseeable
legisiative changes (Note 19).

When the final tax result differs from the amounts initially recognised, such differences will have an effect on income tax and provisions
for deferred taxes in the year in which they are identified.

If the final outcome (on judgment areas} differs by 10% from management estimates, deferred assets would decrease and income tax
would increase by approximately €2.5 milfion (2016: €1.3 million), if these were not favorable and contrary in an amount of
approximately €2 thousand (2016: €10 thousand) if the difference was favorable.

Employee benefits
In order to quantify the impact of the profit-sharing and bonus schemes of which its current employees are beneficiaries, the Company
makes estimates with respect to the amounts of benefits payable and the number of beneficiaries.

Any change in the number of employees that ultimately benefits from these remuneration schemes or in the assumptions used would
have an impact on the carrying amounts of the related provisions and on the income statement.

In addition, the Company makes estimates to measure the benefits payable in respect of employees benefiting from share-based
payments or from additional incentives approved based on the value of the shares (Note 25.d)).

These estimates are reviewed at the end of each reporting period and the related provisions are adjusted to reflect the best estimates as
of the year end (Nofe 16).

23  Aggregation
For clarity, the items presented in the balance sheet, income statement, staternent of changes in equity and cash flow statement are
grouped together and, where necessary, a breakdown is included in the relevant notes to the accounts.

24  Presentafion currency
The annual accounts are expressed in thousand euros, unless otherwise indicated.

3. Agcounting policies

The principal accounting palicies applied in the preparation of these annual accounts are set out below.
3.1. Ineangible assets

Goodwill

Goodwiil is the excess at the acquisition date of the cost of a business combination over the fair value of the identifiable net assets
acquired in the transaction. As a result, goodwill is only recognised when it is acquired for consideration and represents the future
economic benefits arising from assets acquired in a business combination that are not individually identified and separately recognised.

Goodwill is tested annually for impairment.

Goodwill is allocated to cash generating units (CGUs) for the pumpose of impairment testing. It is allocated to the CGUs that are
expected to benefit from the business combination in which goodwill arose.

10.-
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Goodwiil impairment losses cannot be reversed in future reparting periods.

On 22 December 2015, Royal Decree project was published by which General Accounting Published is amended. This Roval Decree
has taken effect from 1 January 2016. Since that date, intangible assets are considered as assets with a defined useful life and must be
subject to systematic amortization in the period during which it is expected, reasonably, that the economic benefits inherent to the asset
produce income for the company. When the useful life of these assets cannot be reliably estimated they will be amortized in ten years
using the straight-live method. On the other hand, goodwill is amortized over its useful life which unless proven otherwise, is presumed
to be ten years and it will also be amortized using the straight-live methad.

In accordance with the transitional arrangements of Royal Decree, amortization of intangible will be prospective from January 1, 2016
with a charge to profit and loss, or retrospective from the date of acquisition and amortized over ten years with a charge to reserves for
which will be given the appropriate comparative information.

The Company decided to apply the prospective method with regard to the goodwill that the Company has recorded under "intangible
assets". The regulatory has proved in 2017 and 2016 a€2.8 million recognized in profit and losses account, respectively.

Computer applications

Acquired comptter software licenses are capitalized on the basis of the costs incurred to acquire and bring to use the specific software.
These costs are amortized over the assets’ estimated useful [fves (between four to six years),

Software maintenance expenses are recognised when incurred. Costs directly related to the production of identifiable and unique
computer programs controlled by the Company and that will probably generate economic benefits exceeding costs beyond one year
are recognised as intangible assefs. Direct costs include software development employee costs and an appropriate portion of the
relevant overheads.

Computer software development costs recognised as assets are amortized over their estimated useful lives, which do not exceed 6 years
and the time it begins to be amortized once is capitalized is no longer than one year.

3.2.  Property, plant and equipment

Property, plant and equipment is recognised at acquisition price or production cost less accumulated depreciation and accumulated
impairment losses recognised.

Own work capitalized is calculated by summing the acquisition cost of consumable materials and the direct and indirect costs
attributable to the production of these assets,

Costs incurred to extend, modernize or improve property, plant and equipment are only recognised as an increase in the value of the
asset when the capacity, productivity or useful life of the asset is extended and always it is possible to ascertain or estimate the carrying
amount of the assets that have been replaced in inventories.

Maintenance expenses are charged to the income statement during the year in which they are incurred.

Depreciation of property, plant and equipment, with the exception of fand, which is not depreciated, is calculated systematically using
the straight-line method over the assets’ estimated useful lives based on the actual decline in value brought about by operation, use and
possession. The estimated useful lives are as follows:

Estimated useful life years

Buildings 25t0 33
Furniture and other facilities 10
Other fixed assets 410 6.6

The residual values and useful lives of assets are reviewed and adiusted, if necessary, at each balance sheet date.

If an asset’s carrying amount is greater than its estimated recoverable amount, its carrying amount is written down immediately to its
recoverable amount (Note 3.3).

Gains and losses on the sale of property, plant and equipment are calculated by comparing the revenue obtained with the carrying
amount and are recognised in the income staternent. Derecognitions and disposals are accounted for by eliminating the item’s cost and
the comresponding accumulated depreciation charge.
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3.3.  Impairment of nonfinancial assets

Depreciable assets are tested for impaiment whenever there is any indication that their carrying amount may not be recoverable. An
impairment loss is recognised for the amount by which the asset's carrying amount exceeds its recoverable amount, understood this one
as the asset's fair value less the higher of costs to sell or value in use. For the purposes of assessing impairment losses, assets are grouped
together at the lowest level for which there are separately identifiable cash flows (Cash Generating Units}. Nonfinandal assets, other
than goodwill, which are impaired, are reviewed at the balance sheet date for possible reversal of the |oss.

34. Exchanges of assefs

Whenever an item of property, plant and equipment, an intangible asset or an investment property is acquired by means of an
exchange having a commercial substance, the asset received is measured at the fair value of the asset given up, plus any monetary
consideration awarded, baring better evidence supporting the value of the asset received and up to the limit of the latter. For such
purpases, the Company considers that an exchange is commercial in nature when the configuration of the cash flows from the fixed
assets received differs from the configuration of the cash flows from the asset given up or when the present value of the cash flows after
tax from the activities affected by the exchange is altered. In addition, any of the previous differences must be significant with respect to
the fair value of the assets exchanged.

If the exchange is not commercial in nature or the fair value of the assets of the transaction cannot be determined, the asset received is
measured at carrying amount plus the monetary consideration delivered, up to the fair value of the asset received if lower and provided
that it is available,

3.5. Financial assets

a) Loans and receivables: Loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not quoted on an active market. They are included in current assets except for maturities of more than 12 months from the
balance sheet date that are classified as non-current assets. Loans and receivables are included in ‘Loans to companies’, ‘Loans
to third parties’ and ‘Trade and other receivables’ in the balance sheet.

Financtal assets are initially carried at fair value, including directly attributable transaction costs, and are subsequently measured
at amortized cost. Accrued interests are recognised at the effective interest rate, which is the discount rate that brings the
instrument’s carrying amount into line with alf estimated cash flows to maturity. Trade receivables falling due in less than one
year are carried at their face value at both initial recognition and subsequent measurement, provided that the effect of not
discounting flows is not significant.

At year end at least, the necessary value adjustments are made for impairment losses when there is objective evidence that not
all amounts due will be collected.

The amount of impairment loss is the difference between the asset's carrying amount and the present value of estimated future
cash flows, discounted at the effective interest rate prevailing at the date of initial recognition. Value adjustments, and reversals,
where applicable, are recognised in the income statement.

b} Held-to-maturity investments: Held-fo-maturity financial assets are securities representing debt with fixed payments or payments
that may be determined and have a fixed maturity date, are traded on an active market and with respect to which Company
management has the effective intention and capacity to hold to maturity. If the Company sells an immaterial amount of held-o-
maturity financial assets, the entire category would be reclassified as available for sale. These financial assets are included in
non-current assets, except for those maturing in less than 12 months of the balance sheet date that are classified as current
assets.

The measurerment critetia applied to these investments are the same as for loans and receivables.

c} Financial assets held for trading and other financial assets at fair value through profit or loss: Financial assets at fair value through
profit or [ass include all assets held for trading acquired for sale in the short term or as part of a portfolio of identified financial
instruments that are mariaged together with a view to generating short term retums and financial assets designated within this
category by management upon initial recognition based on the determination that so doing results in more meaningful
disclosures. Derivatives are also classified as neld for trading unless they constitute financial guarantee contracts or are
designated as hedging instruments (Note 3.6}

These instruments are initially recognised and subsequently rmeasured at fair value and any changes in fair value are recognised
in the incorne statement. Transaction costs that are directly attributable to the acquisition of these assets are expensed currently.
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d) Investments in equity of group companies, jointly controlled entities and associates: These assets are measured at cost, less any
accumulated impairment losses. However, if the Company held an investment in these entities before they were classified as a
group company, jointly controlled entity or associate, cost is deemed the carrying amount of that investment prior to the
classification change. Prior measurement adjustments recognised directly in equity are kept in equity until the investments are
derecognised.

If there is objective evidence that the camying amount of these investments may not be recoverable, the Company recognizes
the corresponding impaimment losses, calculated as the difference between the investment's carrying amount and recoverable
amount, deemed to be the higher of fair value less costs to self and the present value of projected cash flows from the
investment. Unless better evidence is available, impairment of this type of asset is estimated based on the investee's equity,
adjusted for any unrealized capital gains at the measurement date, Impairment losses and any subsequent reversals are
recognised in the income statement in the year in which they arise.

)] Availableforsale financial assets: This category includes debt securities and equity instruments that have not been classified in
any of the preceding categories. They are included in non-current assefs unless management intends to dispose of the
investrnent within 12 months of the balance sheet date.

They are measured at fair value insofar as fair value can be determined reliably and changes in fair value, if any, are recognised
directly in equity until the asset is sold or deemed impaired, at which point the accumulated fair value adjustments recognised
in equity are reclassified in profit or loss. If fair value cannot be reliably determined, these assets are measured at cost less any
impairment [osses.

Available-for-sale financial assets are written down if there is objective evidence of impaimment as a result of a reduction or delay
in estimated future cash flows in the case of debt instruments acquired or the possible inability to recoup the asset's carrying
amount in the case of investments in equity instruments. The impairment loss recognised is the difference between the asset’s
cost/amortized cost, less any impairment loss previously recognised in the income statement, and the fair value on the
measurement date. In the case of equity investments measured at cost because their fair value cannot be determined reliably,
impairment Josses are calculated in the same way as for equity investments in group companies, jointly controlled entities and
associates,

Whenever there is objective evidence of impairment, the Company reclassifies any cumulative fair value losses previously
recognised in equity to profit or loss. Impairment losses recognised in the income statement on equity instruments are not
reversed through the incorme statement.

The fair values of quoted investments are based on current bid prices. If the market for a financial asset is not active (and for unlisted
securities), the Company establishes fair value using valuation techniques. These include the use of recent amm'’s length transactions
between knowledgeable, willing parties, reference to other instruments that are substantially the same, discounted cash flow analysis,
and option pricing models, making maximum use of market observable inputs and relying as litle as possible on subjective judgments.

Financial assets are derecognised when substantialty all the risks and rewards of ownership of the financial asset have been transferred.
Specifically in relation to accounts receivable, this transfer is generally deemed to take place when the risks of insolvency and non-
payment have been transferred.

Financial assets designated as hedged items are subject to hedge accounting measurement rules (Note 3.6).
3.6. Derivative financial instruments and acoounting hedge

Financial derivatives are measured at fair value upon initial recognition and for subsequent measurement purposes. The method used to
recoghize the resulting gain or loss depends on whether the derivative has been designated as a hedging instrument, and if so, the
nature of the hedge.

The Company designates certain derivatives as either:

a Fair value hedges: Changes in the fair value of derivatives that are designated and qualify as fair value hedges are recorded in
the income statement, together with any changes in the fair value of the hedged asset or liability that are attributable to the
hedged risk.
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b} Cash flow hedges: The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow
hedges is recognised temporarily in equity. These amounts are recycled to profit or loss in the year(s) in which the hedged
forecast transaction affects profit or loss, unless the hedge corresponds to a forecast transaction that ultimately results in the
recognition of a non-financial asset or liability, in which case the gains or losses previously deferred in equity are included in the
initial cost of the asset when it is acquired or liability when it is assumed.

The gain or loss relating to the ineffective portion is recognised immediately in the income statement.

¢ Hedges of net investments in foreign operations: In the case of hedges of net investments in unincorporated joint ventures and
foreign branches, changes in the fair value of the derivatives attributable to the risk hedged are recognised temporarily in equity
and are recycled to profit or loss in the year(s) in which the net investment in the foreign operation is disposed of.

Hedges of net investments in foreign operations consisting of subsidiaries, jointly controtled entities or associates are treated as
fair value hedges in respect of the foreign currency component of the hedge.

Hedging instruments are measured and recognised by nature to the extent that they are not or cease to be effactive hedges.

In the event that derivatives do not qualify for hedge accounting, the related fair value gains and losses are recognised immediately in
the income statement.

3.7.  Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits held at call with banks, other shortterm highly liquid investments with
origina! maturities of three months or less and bank overdrafts. In the balance sheet, bank overdrafts are shown within borrowings in
current liabilities.

3.8. Equity
The Company’s share capital is represented by ordinary shares.
Costs of issuing new shares or options are recognised directly in equity as a reduction in reserves.

If the Company purchases treasury shares, the consideration paid, including any directly attributable incremental costs, is deducted from
equity until the shares are redeemed, reissued or sold. When these shares are sold or subsequently reissued, any amount received, net
of any incremental directly attributable transaction costs, is included in eguity.

3.9. Financial liabilities

Debts and payables

This includes trade and non-trade payables. These payables are classed as cumrent fiabiiities unless the Company has an unconditionai
right to defer settlement for at least 12 months as from the balance sheet date.

Payables are initially recognised at fair value, adjusted for directly attributable transaction costs, and subsequently measured at
amortized cost using the effective interest method. The effective interest rate is the discount rate that brings the carrying amount of the
instrument into line with the expected flow of forecast future payments to maturity of the liability.

Nonetheless, trade payables falling due in less than one year without a contractual interest rate are carried at their face value at both
initial recognition and subsequent measurement, provided that the effect of not discounting flows s not significant.

In the case of convertible bonds, the Company determines the fair value of the liability component using the rate of interest for similar
non-convertible bonds. This figure is recorded as a liability on the basis of the amortized cost until it is settled upon conversion or
maturity. Other income obtained is allocated to the conversion option and is recognised in equity.
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3.10. Cument and deferred income tax

The Company files its taxes under the consolidated tax system as the parent of a group of companies (Note 19). The subsidiaries
included in the Company’s consolidated tax group for tax return purposes, according to Bizkaia provincial tax laws, in 2017 are as
follows:
- CIE Berriz, S.L. {Absorbing company in 2017 of Grupo Amaya Telleria, $.L.U. and GAT Staff, S.L.U.)
- Autokomp ingenieria, S.A.U.
- CIE Mecauto, S.A.LL
CIE Udalbide, S.A.L).
Egafia 2, S.L.
Gameko Fabricacién de Componentes, S.A.
Inyectametal, S.A.
Leaz Valorizacién, S.L.U.
Orbelan Plasticos, 5.A.
Transformaciones Metal{irgicas Norma, S.A.
Alurecy, 5.A.U. (Absorbing company in 2017 of Alfa Deco, 5.A.U.)
Componentes de Automocion Recytec, S.L.U.
- Nova Recyd, S.A.U,
Recyde, S.A.U.
- Alcasting Legutiano, S.L.U.
Bionor Berantevilfa, 5.L.U.
- Industrias Amaya Telleria, S.L.U.
Gestion de Aceites Vegetales, S.L.
- Reciclado de Residuos Grasos, S.L.U.
- Reciclados Ecolégicos de Residuos, S.L.U.
- Biodiesel Mediterraneo, S.L.U.
- Participaciones Intemacionales Autometal Dos, S.L.U.
- PIA Forging Products, S.L.U.

Incame tax expense (income) is that amount of income tax that accrues during the period. it includes both current and deferred tax
expense (income).

Income tax is calculated on the basis of accounting profit adjusted for any permanent differences between profit for accounting and tax
purposes. Tax credits available at the consolidated tax group level, arising mainly from corporate investing activities, are analyzed
annually for future utilization and offset and are recognised as a function of current expectations regarding their utilization. This analysis
not only encompasses estimable taxable income but also expectations regarding the use of tax credits granted (Note 17).

Both current and deferred tax expense (income) are recognised in the income statement. However, the tax effect of items recognised
directly in equity is recognised in equity.

Current tax assets and liabilities are measured at the amounts expected to be paid to or recovered from the tax authorities, using the tax
rates (and tax laws) that have been enacted or substantively enacted by the balance sheet date.

Deferred taxes are calculated, using the liability method, on temporary differences arising between the tax bases of assets and liabilities
and their carrying amounts. However, deferred income tax is not accounted for if it arises from initial recognition of a goodwill or an
initial recognition of an asset or liability in a transaction other than a business combination that at the time of the transaction affects
neither accounting nor tax base. Deferred income tax is determined implementing applicable legistation and the tax rates that have
been enacted or substantively enacted by the balance sheet date and are expected to apply when the related deferred income tax asset
is realized or the deferred income tax liability is settled.

3.11. Employee benefit
al Profit-sharing and bonus plans

The Company recognizes a liability and an expense for bonuses and profit-sharing based on a formula that takes into consideration the
profit attributable to its shareholders after certain adjustments as well as other ratios of a financial nature. The Company recognizes a
provision where contractually obliged or where there is a past practice that has created a constructive obligation.
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b) Termination benefits

Temmination benefits are paid to employees as a result of a decision to terminate employment contracts before the normal retirement
age or when employees voluntarily agree to resign in return for such benefits. They include benefits agreed under redundancy plans
that terminate employment contracts before the normal retirement age. The Company recognises termination benefits when it is
demonstrably committed to either terminating the employment of employees according to a deailed formal plan without possibility of
withdrawal or as a result of an offer of termination benefits made to encourage voluntary redundancy. Benefits falling due more than
twetve months after the end of the reporting period are discounted to their present value.

o Share-based payments

At 31 December 2017 CIE Automotive Group maintains several sharebased payment plans settled in equity instruments of the
following subsidiaries: Mahindra CIE Automotive, Ltd, listed on the Indian stock market {AppendixI).

Under these plans, the CIE Automotive Group receives services from the plan beneficiaries in exchange for equity instruments (options)
in the aforementioned subsidiaries.

The fair value of the employee services received in exchange for the grant of such shares/ options is recognised as employee benefit
expense. The total amount to be expensed is determined by reference to the fair value of the options granted:

*  Including any market performance conditions;

+ Excluding the impact of any service vesting conditions (for example, remaining an employee of the entity over a specified
time period).

Non-market performance and service conditions are included in the assumptions about the number of options that are expected to vest.
The total expense is recognised over the vesting period, which is the period during which all the specified vesting conditions are to be
satisfied.

At the end of each reporting period, CIE Automotive Group revises its estimates of the nurmber of options that are expected to vest based
on the non-market vesting conditions. It recognises the impact of the revision of original estimates, if any, in the income statement, with
a corresponding adjustment to equity.

The total cost of the services rendered by the beneficiaries is recognised over the vesting period, which is the period over which all of
the specified vesting conditions are to be satisfied (continued service at the company).

The balancing entry for the staff cost recognised is dividend income from the subsidiaries whose shares underlie the options granted and
are deliverable at the end of the term of the plan. Delivery of the aforementioned equity instrument gives arise to the corresponding
change against the Group "s equity.

Likewise, the General Meeting of shareholders, held on 30 Aptil 2014, approved a long term incentive based on the increase of CIE
Automotive 5.A. share value, on behalf of a group of senior executives of the Group. The liquidation of this incentive, which due to
Group decision will be in cash, will be held in March 2018 (Notes 16 and 25},

The tofal estimated cost of this incentive is recognised as personnel costs and independent professional’s services in the period when
the conditions must be fulfilled.
3.12. Provisions and contingent liabilities

The Company recognises provisions when it has a present legal or constructive obligation as a result of past events; it is probable that an
outflow af resources will be required to settle the obligation; and the amount has been reliably estimated. Provisions are not recognised
for future operating losses.

Provisions are measured at the best estimate of the expenditure required to settle the obligation using a pre-tax discount rate that reflects
current market assessments of the time value of money and the risks specific to the liability. Tne increase in the provision due to the
passage of time is recognised as interest expenses.

Provisions due within one year or for which the effect of the time value of money is not material are riot discounted.
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Where some of the expenditure required to settle a provision is expected to be reimbursed by another party, the reimbursement is
recognised separately when, and only when, it is virtually certain that reimbursement will be received.

Contingent liabilities, meanwhile, are possible obligations that arise from past events whose existence will be confirmed only by the
occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the Company. Contingent
liabilities are not recognised in the financial statements but are disclosed in the accompanying Notes as warranted.

3.13. Business combinations

Mergers, spin-offs and non-monetary contributions of businesses among entities under common control are recognised following the
rules for accounting for related-party transactions {Note 3.18).

Mergers and spin-offs that are not common control transactions and business combinations arising from the acquisition of all of the
assets and liabilities of a company or a portion thereof that constitutes one or more businesses are recognised using the acquisition
method.

The Company recognises business combinations arising from the acquisition of shares or equity interests in another company in
accondance with the rules for accounting for investments in Group companies, jointly-controlled entities and associates (Note 3.5.d)).

3.14. )oint operations
Jointly-controlled entities

Investments in joinfly-controlled entities are recognised and measured in keeping with the criteria for accounting for investments in
Group companies, jointly-controlied entities and associates (Note 3.5.d)).

3.15. Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable in exchange for the goods delivered and services
rendered in the course of the Company's ordinary activities, less retums, discounts and value added tax.

The Company recognises revenue when the amount of revenue can be measured reliably, it is probable that the economic benefits
associated with the transaction will flow to the Company and the specific conditions applicable to each of its activities are met. The
amount of revenue cannot be measured reliably until all of the contingencies associated with the sale have been resolved. The
Company’s estimates are based on historical data, taking into account customer and transaction types, as well as the specific terms of
each contract.

According to the interpretation published by the ICAC in its official journal in September 2009 (interpretation no. 79}, companies
classified as ‘industrial holding companies’, such as CIE Automative, S.A., must present dividends, interest income and management
fees from their investments in Group companies, jointly controfled entities and associates within revenue in their income statements.

a) Sales of services

The Company invoices CIE Automotive Group companies for sales commission, for providing general management and administration
services, as well as services in the field of IT, according to contracts with each.

Service revenue is recognised in the financial year in which the services are provided with reference to the outcome of the transaction
in question and on the basis of the actual level of service performed as a percentage of total services performable.

Revenue from royalties is recognised on an accruals basis in accordance with the substance of the relevant agreements.
b) Interest income

Interest income is recognised using the effective interest method. When a receivable is impaired, the Company reduces the carrying
amount to its recoverable amount, being the estimated future cash flow discounted at the original effective interest rate of the
instrument, and continues updating the receivable as interest income. Interest income on impaired foans is recognised either as cash is
collected or on a cost-recovery basis as conditions warrant.

c Dividend income

Dividend income is recognised as revenue in the income statement when the right to receive payment is established. Notwithstanding
tne foregoing, dividend pay-outs from profits generated prior to the acquisition date are not recognised as revenue but are rather
deducted from the carrying amount of the investment,
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3.16. Operating leases

Leases in which a significant portion of the risks and rewards of ownership are retained by the |essor are classified as operating feases.
Payments made under operating leases (net of any incentives received from the lessor) are charged to the income statement on a
straight-line basis over the period of the lease.

3.17. Foreign cumrency transactions
a) Functional and presentation currency

The Company's annual accounts are presented in euro, which is both its functional and presentation currency.

b Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing on the dates of the
transactions. Foreign cumency gains and losses resulting from the setiement of transactions and translation at year-end exchange rates of
monetary assets and liabilities denominated in foreign currency are recognised in the income statement, unless they are deferred in
equity as eligible cash flow hedges and eligible net investment hedges (Note 3.6).

Gains or losses from changes in the fair value of available-for-sale monetary assets denominated in foreign currency are separated into:
exchange differences resulting from changes in the amortized cost of the instrument; and other changes in its carrying amount. The
foreign exchange gains and losses are recognised in profit or loss and the other changes in carrying amount are recognised in equity.

Foreign exchange gains or losses on non-monetary items such as equity instruments carried at fair value through profit or loss are
presented as part of the fair value gain or loss in profit or loss. Foreign exchange gains or losses on non-monetary items such as equity
instruments classified as availablefor-sale financial assets are included in equity.

3.18. Related-party transactions
As a general rule, intragroup transactions are initially recognised at fair value. If the price agreed differs from fair value, the difference is
recognised based on the economic substance of the transaction. Subsequent measurerment follows prevailing accounting rules.

Notwithstanding the foregoing, in mergers, spin-offs and non-monetary business contributions, the assets and liabilities constituting the
acquired business are measured at the armount at which they would be recognised in the consolidated annual accounts of the group or
subgroup after the transaction.

When the parent of the group or subgroup of the subsidiary does not intervene, the consolidated annual accounts used for this purpose
are those of the highest-level Spanish-parented group or subgroup to recognize the assets and liabilities.

In these cases, any difference between the acguiree’s net assets and liabilities, adjusted for grants, donations and bequests received,
valuation adjustments and any equity (capital or share premium) issued by the acquiring cormpany, is recognised in reserves.

3.19. Dividend distribution

The payment of dividends to shareholders is recognised, to the extent outstanding, as a liability in the annual accounts in the year in
which the dividends are approved by the shareholders in General Meeting or declared by the Board of Directors.

4, Financial risk management
4.1.  Financial risk factors

The Group’s activities expose it to a variety of financial risks: market risk (including currency risk, cash flow interest rate risk and price
risk), credit risk and liquidity risk. The Group's overall risk management programme focuses on the unpredictability of financial markets
and seeks to minimise potential adverse effects on the Group's financial performance. The Group uses derivative financial instruments
to hedge certain risk exposures.

in the broadest sense, the goal of the management of financial risk is to control the incidents generated by fluctuations in exchange and
interest rates and the price of raw materials. Management of these risk factors, which is the responsibility of the Group’s Finance
Department, focuses on the arrangement of financial instruments in order to build, as far as possible, exposure to favourable trends in
exchange and interest rates, subject to compatibility with the mitigation, in patt or in whole, of the adverse effects of an unfavourable
environment.
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a) Market risk
] Foreign exchange risk

CIE Automotive Group's presence in international markets obliges it to arrange an exchange rate risk management policy. The
oveniding objective is to reduce the adverse impact on its activities in general and on the income statement in particular of the variation
in exchange rates so that it is possible o hedge against adverse movements and, if appropriate, leverage favourable trends.

In order to amange such a policy, CIE Autemotive Group uses the Management Scope concept. This concept encompasses all collection
fpayment flows in a currency other than the euro expected to materialise over a specific time period. The Management Scope includes
assets and fiabilities denominated in foreign currency and firm or highly probable commitments for purchases or sales in a currency
other than the euro. Assets and liabilities denominated in foreign currency are subject to management, irrespective of timing, while firm
commitments for purchases or sales that form part of the Management Scope are also subject to management if they are expected to be
recognised on the balance sheet within a period of no more than 18 months.

Once defined the Management Scope, CIE Automotive Group uses a series of financial instruments for risk management purposes that
in some instances permit a certain degree of flexibility. These instruments are essentially the following:

Currenit forwards: These contracts lock in an exchange rate for a specific date; the timing can be adjusted to match expected
cash flows.

- Other instruments: Other hedging derivatives may also be used, the arrangement of which requires specific approval by the
relevant management body. This body must be informed beforehand as to whether or not it complies with requirements for
consideration as a hedging instrument, therefore qualifying for hedge accounting.

CIE Automotive Group protects against loss of value as a result of movements in the exchange rates other than the euro in which its
investments in foreign operations are denominated by similarly denominating, to the extent possible, its borrowings in the currency of
the countries of these operations if the market is sufficiently deep or in a strong currency such as the dollar, insofar as dollar correlation
to the local currency is significantly higher than that of the euro. Comelation, estimated cost and depth of the debt and derivative
markets determine policy in each country.

The Group has several investments in foreign operations whose net assets are denominated in US dollars, exposing it to foreign
exchange translation risk. The exchange risk on the net assets of CIE Automotive Group’s foreign operations is mainly managed through
natural hedges achieved by borrowings {loans) denominated in the comesponding foreign currency.

The exposure on the rest of the assets denominated in other foreign currencies in respect of operations in countries outside the
Eurozone is mitigated basically by borrowings denominated in these currencies.

If at 31 December 2017, the euro had been depreciated/appreciated by 10% with respect to all other functional currencies, all other
variables remaining constant, equity would have increased/decreased by €120/€98 million {2016: increased/decreased by €111/491
million), due to the impact of the net assets contributed by the subsidiaries operating in a functional currency different from the euro.

If the average rate of exchange of the euro had depreciatec/appreciated by 10% in 2017 with respect to all functional currencies other
than the euro, all cther variables remaining constant, profit after tax for the year would have been €13,126/10,739 thousand
higherflower, respectively (2016: €8,364/€6,843 thousand higherhigher), mainly as a result of the exchange gainlosses on the
translation of accounts receivable denominated in currencies ather than the euro.

i) Price risk
The Group is exposed to equity securities price risk because of investments that are classified on the consolidated balance sheet either

as availableforsale or at fair value through profit or loss. However, the scant weight of these securities as a percentage of total Group
assets and equity means that this risk factor is not material.

(ifiy Interest rate risk

Group's borrowings are largely benchmarked to variable rates, exposing it to interest rate risk, with a direct impact on the income
staternent. The general objective of interest rate risk management strategy is to reduce the adverse impact of increases in interest rates
and to leverage as far as possible the positive impact of potential interest rate cuts.
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In order to attain this objective, the risk management strategy materialises in the arrangement of financial instruments designed to
provide such flexibility. The strategy expressty contemplates the possibility of arranging hedges for identifiable and measurable portions
of cash flows, which enables hedge efficiency testing as required to evidence that the hedging instrument reduces the risk of the hedged
item in the portion designated and is not incompatible with the established strategy and objectives.

The Management Scope encompasses the borrowings recognised in the balance sheet of the Group and any of its companies. On
occasion, hedges are arranged to cover loans committed and in the final stages of arrangement the principal on which needs to be
hedged against rate increases.

In order to manage this risk factor, the Group uses financial derivatives that may qualify as hedging instruments and therefore hedge
accounting. The corresponding accounting standard (IAS 39} does not specify the type of derivatives that may be considered hedging
instruments except for options issued or sold. It does, however, specify the prerequisites for consideration as hedging instruments. In
line with the management of foreign exchange risk, the amrangement of any financial derivative which is suspected not to comply with
the prerequisites for consideration as a hedging instrument requires the express approval of the relevant management body. By way of
example, the basic hedging instruments are the following:

interest-rate swaps: Through these derivatives, the Group’s segments convert the benchmarked variable interest rate on a loan to
a fixed benchmark with respect to all or part of the loan and affecting all or part of the term of the loan.

Other instruments: As discussed in the section on foreign exchange risk management, other hedging derivatives may also be
used, the arrangement of which requires the specific approval of the relevant management body. The management body must
be informed beforehand as to whether the instrument meets the prerequisites for qualifying as a hedging instrument and, by
extension, hedge accounting,

If during 2017 the average interest rate on borrowings denominated in euro had been 10 basis points higher/lower, all other variables
remaining constant, profit after tax for the year in reference to these segments would have been €754thousand higherlower (2016:
€830 thousand), largely as a result of an increase/decrease in the interest expense on floating-rate loans.

Specifically, in relation to the valuation of the derivatives, a 10 basis point increase/decrease throughout the interest rate curve taken into
consideration when measuring the hedging and non-hedging derivatives would have increased/decreased equity by €1.078/€1.518
thousand, respectively (2016: €1,186/€1,455 thousand increase/decrease, respectively) except from the impact on profit for the vear,
The impact on profit for the year regarding these segments would have been €10/€14 thousand (2016: €29/€8 thousand).

b} Liquidity risk

The prudent management of liquidity risk entails maintaining enough cash and available financing through sufficient credit facilities. In
this respect, the Group’s strategy, articulated by its Treasury Department, is to maintain the necessary financing flexibility by maintaining
sufficient headroom on its undrawn committed borrowing facilities. Additionally, and on the basis of its liquidity needs, the Group uses
liquidity facilities (non-recourse factoring and the sale of receivables, transferring the related risks and rewards}, which as a matter of
policy do not exceed roughly one-third of trade receivable balances and other receivables, in order to preserve the level of liquidity and
working capital structure required under its business plans.

Management monitors the Group’s forecast liquidity requirements together with the trend in net debt. The calculation of liquidity and
net debt of the Group at 31 December 2017 and 2016 as follows:

2017 2016
Cash and cash equivaients 289,448 372,550
Other current financial assets 89,444 57,088
Undrawn lines of credit 419,433 268,268
Liquidity buffer 798,325 697,906
Bank porrowings 1,224,889 1,230,983
Other current financial liabiiities 8,842 14,898
Cash and cash equivalents (289,448) (372,550
Other cument financial assets {89,444 (57,088)
Net deht 854,839 816,243
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Group’s financial department estimates that actions in progress will allow avoiding lack of liquidity situations. In that sense, is
considered that cash generation in 2018 will allow facing all year payments without increasing net financial debt.

Group s financial department monitors Group“s liquidity needs previsions in order to ensure that there is enough cash to meet
operative needs at the same time that maintains undrawn credit facilities at any time to ensure Group that doesn‘t fail limits and rates
(“covenants”) established by financial entities.

The Group is strategically diversifying the financial markets and financing sources, it taps as a tool for eliminating liquidity risk and
retaining financing flexibiity in light of the situation prevailing in the European financtal markets; this strategy has opened up access to
internationalize the banking pool, reducing Spanish and Brazilian banks burden.

Amounts payable to credit institutions in the short term include recurring loans originating from the recurring discounting of commercial
paper issued by Group customers (2017: €16million; 2016: €23 miilion).

Although this component of the bank debt is presented as a current liability for accounting purposes, it is stable as evidenced by the
usual operation of the business, and therefore provides financing that is equivalent to long-term debt.

Noteworthy is the existence at 31 December 2017 of €419 million of undrawn credit lines and loans (31 December 2016: €268
million) at the consolidated CIE Automotive Group level,

The following table shows a breakdown of working capital in the Group's consolidated balance sheet at 31 December 2017 as
compared with 31 December 2016, stating the relative significance of each item:

2017 2016
Inventories 450,218 355,349
Trade and other receivables 610,337 477,886
Other current assets 16,007 11,901
Cument tax assets 96,616 62,873
Curment operafing assets 1,173,178 908,009
Other cument financial assets 89,444 57,088
Cash and other cash equivalents 289,448 372,550
CURRENT ASSETS 1,552,070 1,337,647
Trade and other payables 1,218,098 957,004
Current tax liabilities 111,488 72,154
Curent provisions 64,480 21,474
Other current liabilities 165,959 161,828
Current operating liablilities 1,560,055 1,212,460
Shori-term bank borrowings 242,642 215,084
Other current financial fiabilities 8,842 14,898
CURRENT LIABILITIES 1,811,539 1,442 442
NET WORKING CAPITAL (259,465) {104,795)

Although the standalone figure for working capital is not a key parameter for the understanding of the financial statements, the Group
actively manages working capital through net operating working capital and short- and longterm net borrowings, on the basis of the
solidity, quality and stability of relations with customers and suppliers, and comprehensive monitoring of the situation with respect to
financial institutions, many credit lines being automatically renewed.

One of the Group’s strategies is to ensure the optimisation and maximum saturation of the resources assigned to the business. The
Group therefore pays special attention to the net operating working capital invested in the business. bn this regard, as in previous years,
considerable work has been performed to control and reduce collection periods for trade and other receivables and to optimize the
accounts payable, with the support of bank operational mobilization of resources, as well as to minimise inventories through excellent
logistic and industrial management, allowing JIT (just in time) supplies to our customers.

However, the Group Management effectively controls the periods of payment of expenses and the period of performance of the current
assets, conducting a comprehensive monitoring of cash projections, in order to ensure that it has sufficient cash to meet the needs
operational while maintaining adequate availability of credit facilities not used at all times so that the Group does not breach the limits
and indexes ("covenants") established by the funding. Therefore, it is estimated that the cash generation in 2018 will meet the needs
enough to meet the commitments in the short term, avoiding any actions ongoing tense situation in the cash position.
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As a consequence of the above, there are no risks affecting the Company's liquidity situation.
In Note 7 financial borrowings and other non-cumrent liabilities are disclosed by maturity.

There are no restrictions to the use of cash/other cash equivalents.
c) Credit risk

Credit risk is managed by customer groups. Credit risk arising from cash and cash equivalents, derivative financial instruments and bank
deposits is considered immaterial in view of the creditworthiness of the banks the Group works with. If management detects liquidity
risk in respect of its banks under certain specific circumstances, it recognises the corresponding impairment provisions if necessary
{Note 7).

In addition, each segment has specific policies for managing customer credit risk; these policies factor in the customers’ financial
position, past experience and other customer specific factors.

With respect to customer credit limits, it should be noted that Group policy is not to concentrate more than 10% of business volumes
with individual customers or manufacturing platforms.

Given the characteristics of the Group's customers, management has historically deemed that receivables due within 60 days, in the
autornotive segment, and between 120 and 180 in the Smart Innovation segment, present no credit risk. The Group continues to
consider the credit quality of these outstanding balances to be strong,

d) Raw material price risk

The Group has not a significant risk in raw price variations. In these societies were the risk could exist in market specific situations
{plants of the automotive segments which use raw materials with market price), the risk is controlled thanks to price financing
repercussion agreements to customers.

4.2, Hedge accounting

Accounting Standards are very strict about the need for documenting that an instrument meets the conditions to be considered as
hedging.

To this end, the Group has established clear and specific guidance for preparing the documentation setting out all the necessary aspects
for identifying and monitoring hedging relationships under this standard. At the inception of the hedge there is forma! designation and
documentation of the hedging relationship, including identification of the hedging instrument, the hedged item or transaction, the
nature of the risk being hedged and how the entity will assess the hedging instrument’s effectiveness. A hedge is expected to be effective
if at the inception of the hedge and in subsequent periods it is expected to achieve offsetting changes in cash flows attributable to the
hedged risk within a range of 80% - 125%.

The treatment and classification of the Group’s hedging transactions are described below:
a) Fair value hedges of a recognised asset or fiability or a firm commitment

Changes in the fair value of these derivatives are recognised in the income statement together with any change in the fair values of the
assets or liabilities hedged which is attributable to the hedged risk.

b) Cash flow hedges

The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow hedges is recognised in
equity. The gain or loss refating to the ineffective portion is recognised imrmediately in the income statement.

Amounts accumulated in equity are reclassified to the income statement in the period in which the hedged item affects profit or loss (for
instance, when the forecast sale that is hedged takes place}. However, when a hedge of a forecast transaction subsequently results in the
recognition of a non-financial asset or fiability, the gains or losses previously deferred in equity are removed from equity and included in
the initial cost of the asset or liability.

When a hedging instrument expires or is sold, or when a hedge no longer meets the requirements for hedge accounting, any
cumulative gain or loss that remains recognised in equity remains in equity and is reclassified to profit or loss when the forecast
transaction occurs.
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Occasionally, despite the goal of achieving a perfect hedge of flows, mismatches may arise between the characteristics of the hedges
and the debts hedged. Once a mismatch is detected, and provided that this does not entail disproportionate costs, the derivative is fine-
tuned in order to adapt it to the new characteristics of the underlying,

This circumstance may arise in the case of a hedge arranged in anticipation of a highly probable underlying which, when confirmed,
requires the readjustment of the derivative to adapt it to the underlying to which it s designated, This situation may arise whether or nat
the derivative is designated as a hedge at inception i.e., if the underlying has been defined as a highly probabie transaction.

Q) Net investment hedges
At 31 December 2016 the Group had investments with net assets exposed to foreign currency conversion risk, denominated in LS

dollars through CIE Berriz, S.L. and borrowings denominated in US dollars formalised by Autornetal, S.A. At December 31, 2017 such
loans have been amortised, as well as the financial instruments associated to them.

d Derivatives that do not quafify for hedge accounting

Changes in the fair value of any derivative instruments that do not qualify for hedge accounting are recognised immediately in the
income statement.

e Effectiveness testing and estimate of the fair value of hedging derivatives

Effectiveness testing: The valuation method used by CIE Automotive Group relates to its risk management strategy. If the main terms of
the hedging instrument and hedged underlying match, the changes in cash flows attributable to the hedged risk may be entirely offset.

The Group uses one of three available methods to measure the effectiveness of its hedges. The most common is the offset method
(dollar offset), which is used to measure the effectiveness of cash flow hedges on both a retrospective and prospective basis.

Based on the underlying asset and the type of hedge, CIE Automotive also uses the variance reduction and the linear regression
methods. The only condition is that the method applied to each hedge to measure its effectiveness must be maintained throughout the
life of the hedge.

Measurement of the hedging derivative: CIE Automotive Group uses several tools to measure and manage derivative-related risk. The
valuation of derivative instruments is carried out intemally; these valuations are crosschecked against valuations provided by
independent advisors not related to any financial institution. Professional market tools provided by platforms licensed from Reuters and
Bleomberg and specialized financiat analytics libraries are used for this purpose.

4.3. Valuation method {fair value estimation)

The fair value of financial instruments traded in active markets is based on quoted market prices at the balance sheet date. The listed
market price used for financial assets is the current bid price.

The fair value of financial instruments that are not traded in an active market is determined using valuation technigues. The Company
uses a variety of methods such as estimated discounted cash flows and makes assumptions that are based on market conditions existing
at each balance sheet date. Fair value of interest rate swaps is calculated as the present value of the estimated future cash flows. The fair
value of forward foreign exchange contracts is determined using quoted forward exchange rates at the balance sheet date.

The canying amounts of trade receivables and payables are assurmed to approximate their fair values. The fair value of financial
liabilities for disclosure purposes is estimated by discounting the future contractual cash flows at the cument market interest rate that is
avaiiable to the Company for similar financial instruments.

4.4. Capital risk management
The Group's objectives when managing capital are to safeguard its ability to continue as a going concemn in order to provide retums for
shareholders and benefits for other stakeholders and to maintain an optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Group ¢an adjust the amount of dividends paid to shareholders, retum capital to
shareholders, issue new shares or sell assets to reduce debt.

Consistent with ofiters in the industry, the Group monitors capital on the basis of the leverage ratio. This ratio is calculated as net debt
divided by total capital employed. Net debit is calculated as total borrowings plus current financial liabilities less cash, cash equivalents
and current financial assets, all of which are as shown in the consolidated annual accounts. Total capital employed is calculated as
‘equity’, as shown in the consolidated annual accounts, plus net debt.
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During 2017, the Group’s strategy, which was unchanged from prior years, was to maintain the gearing ratio at close to 0.50. The
gearing ratios at 31 December 2017 and 2016 were as follows:

207 2016
Borrowings 1,224,889 1,230,983
Current financial liabilities 8,842 14,898
Less: cash, cash equivalents and current financial assets (378,892) {429,638}
Net debt 854,839 816,243
Equity 1,336,913 1,263,306
Total capital employed 2,191,752 2,079,549
Gearing ratio 0.39 0.39

At 31 December 2017 and 2016, the Group has agreements formalised related with credit and bank loans that oblige it to comply with
certain covenants {Note 15).

5. Intangible assets

The movement schedule in software and goodwill during the period is as follows:

Computer applications Goodwill Total
Cost
Balance at 31 December 2015 16,450 27,718 44,168
Additions 837 - 837
Balance at 31 December 2016 17,287 27,718 45,005
Additions 535 535
Disposals (59) - {59)
Balance at 31 December 2017 17,763 27,718 45481
Accurnulated amortisation
Balance at 31 December 2015 (15,264) - (15,264
Additions {459) (2,772} (3,231)
Balance at 31 December 2016 (15,723) (2,772) (18,495)
Additions (373) (2,772) (3,145)
Disposals 36 - 36
Balance at 31 Decemnber 2017 {16,060) {5,544) (21,608
Carrying amount
Balance at 31 December 2015 1,186 27,718 28,904
Balance af 31 December 2016 1,564 24,946 26,510
Balance at 31 December 2017 1,703 22,174 23,877
a) Goodwill

The goodwill arises irt 2011 as a result of the reverse merger between the Company and its parent INSSEC.

The goodwill is allocated to the Company’s cash-generating units (CGUs) by business segment and operating market. Goodwill is
allocated to the automotive segment, specifically the Brazilian and European operations, as was the case at INSSEC.

The recoverable amount of all CGUs has been determined based on value-in-use calculations. These calculations use cash flow
projections based on financial budgets approved by management covering a five-year period. Cash fiows beyond this five-year period
are extrapolated using estimated growth rates. Note 2.2 details the key assumptions used to calculate the value in use of the various
CGUs in a manner that is consistent with the overall situation of CIE Automotive Group’s operating markets as well as the businesses’
projected performance.

CIE Automotive Group has verified that neither its goodwill nor its investments in Group companies (Note 8 suffered any impairment
loss in either 2017 or 2016.
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If the revised estimated discount rate applied to discounted cash flows were 10% higher than management’s esti mates, CIE Automotive
Group would still not need to reduce the carrying amount of goodwill or the value of its shareholdings in Group companies.

With respect to the assumptions used to project the EBITDA (operating profit plus depreciation and amoriization, the starting point for
calculating free cash flow) of the CGUs and their future growth, management modelled the most conservative scenario so that
underperformance in respect of EBITDA is considered unlikely. Nevertheless, simulations using other growth rates and 10% variations
in EBITDA do not indicate the need for impairment charges in either 2017 or 20716.

In accordance with the article 1 of the single transitory Disposition of the Royal Decree 602/2016 the Company opted for implementing
prospectively from 1 January 2016 the criteria approved in this Royal Decree. As a consequence, previous year comparative figures
were not adapted to the new criteria.

b} Fully-amortised intangijble assets

At 31 December 2017, there are fully-amortized items of intangible assets still in use with an eriginal cost of €15.1 million (2016: €14,7
million).

6. Property, plant and equipment

Set out below is a breakdown of property, plant and equipment showing movements:

Balance at Balance at
2017 31.12.2016 Additions Transfers 31.12.2017
COST
Buildings 758 758
Other plant and fumiture 916 892 1,808
Other fixed assets 3,106 : 3 3,137
PPE under construction 413 518 (923} 8
5,193 518 - 5711
ACCUMULATED DEPRECIATION
Buiidings (371) (23 * (394)
Other plant and fumiture (523) (94} - 617}
Other fixed assets (2,993) 24) - (3,009)
(3,887) (141) {4,028)
CARRYING AMOUNT 1,306 1,683
Balanoe at Balance at
2016 31.12.2015 Additions Transfers 31.12.2016
COST
Buiidings 758 - 758
Other plant and fumiture 909 2 5 916
Other fixed assets 3,007 99 3,106
PPE under construction 7 411 (5) 413
4,681 512 5,193
ACCUMULATED DEPRECIATION
Buildings (349; (22} (371)
Other plant and fumiture {469) {(54) {(523)
Other fixed assets (2,979 (14 - {2,993)
(3,797; (90 {3,887)
CARRYING AMOUNT 884 1,306
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al impairment [osses

The Company neither recognised new impaimment losses nor reversed previously recognised impairment losses on any individual item
of property, plant and equipment in either 2017 or 2016.

b) Fully- depreciated assets

At 31 December 2017, there are fully-depreciated items of property, plant and equipment still in use with an original cost of €3.4
million {2016: €3.3 million).

s} Assets held under operating lease

The income statement recognises operating [ease expenses related to employee vehide leases in the amount of €277 thousand (2016:
€255 thousand).

d) Insurance

The Company has taken out a range of insurance policies to cover the risks to which its property, plant and equipment are exposed. The
caverage provided by these palicies is considered to be sufficient,

e Commitments

At 31 December 2017 and 2016, the Company had no material contractual commitments for the acquisition of property, plant and
equipment.

7. Analysis of financial instruments

7.1, Analysis by category

The carrying amounts of the Company’s financial instruments by each category of financial assets and liabilities (which analysis
therefore does not include balances with public administrations) are as follows:

Equity instruments Loans Derivatives and others
2017 2016 2017 2016 2017 2016
Financial assets
Non-current
- Balances with group comparnies
Investments in group companies (Note 8.a)) 423,314 423,314 -
Loans to group companies {Nate 8.c)) 1,156,575 1,120,243 = -
Other investments (Note 7.4) 62 62 - . -
- Other financial assets {Note 7.6} - - 18 |
423,376 423,376 1,156,575 1,120,243 18 21
Current
Trade and other receivables (Note 9} - 10,238 18,198
T Loans to group comparties {Note 8.¢)) - - 15,313 13,839 -
Loans to third parties (Note 7.5) 503 655 . -
Qther financial assets - - - 33,755 26,042
Cash and other cash equivalents (Note 11} - - - 12,839 6,322
- - 26,054 32,692 46,594 32,364
Debts and payables Derivatives and others
2017 2016 2017 2016
Financial liabilities
Noncurrert
- Borrowings received (Note 15) 675,610 766,890
- Borrowings from group companies (Note 15} 198,965 232,659
- Orher cebts (Note 15) 3,906 6,406 -
878,481 1,005,955
Current
- Borrowings received (Note 15} 166,350 37,666
Borrowings from group companies (Note 15} 5,167 3,449 .
- Other current financial lizbilities (Derivatives) (Note 10} - - 8,144 10,949
Trade and other payables (Note 15) 42,710 31,317 -
- Other debts (Note 15) 2,500 2,500 -
216,727 74,932 8,144 10,949
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7.2,  Classification by maturity

The maturity schedule for financial instruments having fixed or determinable maturities is as follows:

Finandial assets
Subsequent
2018 2019 2020 2021 2022 _years Total

Investments in group companies and associates:
Loans to companies 15,313 - - - (¥1,156,575 1,171,888
Other financial investments:
Trade and other receivables 10,238 . . - - 10,238
Loans to third parties 503 - - - - 503
Derivatives 16,954 - - 16,954
Other financial assets 16,801 - . - 18 16,819

509,809 - - X - 1,156,593 1,216,402

Financial liabilities
Subsequent
2018 2019 2020 2021 2022 years Total

Borrowings from group companies and associates 5,167 - - = - {*19B,965 204,132
Other financial liabilities:
Bank borrowings 166,350 60,733 82987 111,575 356,537 63,778 841,960
Derivatives 8,144 - - - : 8,144
Other liabilities 2,500 2,500 1,250 156 6,406
Trade and other payables 42,710 42,710

224,871 63233 84,237 111,731 356,537 262,743 1,103,352

(*)  The loans extended to group companies take the form of unlimited 5-year current credit accounts that are tacitly renewed one
year before its maturity for additional periods of one year unless it exists a cancellation previous to the established maturity. See
Note 8.¢).

7.3.  Credit quality of financial assets

Financial assets that have not expired are not impaired. Management perceives no risk of impairment whatsoever as the Company's
financial assets mainly relate to balances due from CIE Automotive Group companies and associates that present no indications of credit
risk.

7.4.  Otherinvestments

At 31 December 2017 and 2018, the Company was still an investor in Fundacién CIE 1+ D +i in its capacity as founding trustee, having
given an initial (and unchanged) endowment of €60 thousand.

7.5.  loans to third parties

Balance at Balance at Balance at

31.12.2615 {Collections} 31.12,2016 (Collections) 31.12.2017

Loans to employees (Note 25} 606 (151) 455 (152) 303
Other 200 - 200 - 200
806 (151} 655 (152) 503

7.6.  Other non-current and cument financial assets

The Company records a shortterm maturity account receivable with INSSEC DOS which balance at 31 December 2017 and 2016
stood at €16,800 thousand.
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8. Investments in and loans 1o group companies
a) Investments in group companies, jointly-controlled entities and associates

The main group companies owned directly by the Company {(none of which is listed) are as follows:

% of total voting rights held direcily
Name and registered office Legal structure Activity 2017 2016
Group companies and jointly-controlled entities
CIE Berriz, S.L. (Bizkaia) S.L Holding company 100% 100%
Global Dominion Access, S.A. (Bizkaia) SA Holding company/IT and 50.01% 50.01%
Communicaticn Services
Autokomp Ingeniera, S.A.U. Bizkaia) S.AU. Services and installations 100% 100%
Advanced Comfort Systems Ibérica, S.L.U. (Orense) S.LU. Manufacture of automotive 100% 100%
components
Advanced Comfort Systems France, S.A.S. (France) S.AS. Manufacture of automotive 100% 100%
components

2017
Movements and changes made by entities of the Group have been as follows:
Automotive Segment

In January 2017, the Group through its Brazilian subsidiary Autometal, S.A., has acquired an additional 34.9% of the share capital of the
also Brazilian company, Durametal, S.A. for an amount of 20 million Brazilian Reales (approximately €5.8 million). After this
acquisition, the share hold percentage hold by the Group in Durametal, S.A. amounts to 84.9%.

With accounting effects of January 1, 2017, two mergers have been carried out amoung different subsidiaries. On the one hand,
Alurecy, S.A.U. and Alfa Deco, S.A.U. have merged, being Alurecy, S.A.U. the absorhing company. On the other hand, CIE Berriz, S.L.
has merged with its subsidiaries Grupo Amaya Telletfa, S.L.U. and GAT Staff, $.L.U., being the last two the absorbed company.

Also, in March 2017, the Group acquired the entire share capital of the US corporation Newcor, Inc. The transaction meant an
investment by CIE Automotive of approximately U$D108 million {approximately €102 million} fully disbursed in cash.

in April 2017, the company Antolin-CIE Czech Republic, s.r.o. has been sold for an amount of €2.7 million.

On 1 june 2017, the reverse merger of the companies Metalcastello, S.p.a (absotbing company) and Mahindra Gears Global, Ltd.
{absorbed company) took place, being an italian and Mauritian company respectively.

Also in June 2017, the Brazilian company Bioauto Participagoes, S.A. has been liquidated.

On the same period, the merger of the brazilian companies Autometal, 5.A. and Naturoil Combustiveis Renovdveis, S.A. has taken
place.

On 30 June 2017, the Indian subsidiary Mahindra CIE, Ltd. {absorbing company) merged with the also Indian subsidiaries Mahindra
Gears and Transmissions Private itd. and Crest Geartech Pv, Lid,; and the Mauritian companies Mahindra Forgings Global, Ltd. and
Mahindra Forgings Intemational, Ltd. (absorbed companies).

On July 1, 2017, the merger between the companies Rochester Gear, Inc and Deco Engineering, Inc, has taken place, both subsidiaries
of Newcor, Inc, being Rochester Gear, Inc, the absorbing company and the one that has survived.

In September 2017 the company BillForge Global DMCC has been liquidated.

in December 2017, a capital share increase has taken place in the associate company Galfor Eélica, S.L. which the Group has not
applied for. After this capital share increase, the Group has diluted its share in the company to 13%.

Solution and Services Segment (Smart innovation)

At the beginning of 2017, the German subsidiary Beroa Deutschland GmbH together with another extemnal partner formed the Dutch
joint venture, Cobra Carbon Grinding B.V., whose shareholding was distributed to 50% to each pariner.
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Also, in that same period, a reverse merger has taken place between the subsidiary Global Ampliffica, S.L.U. and its subsidiary
Ampliffica, S.L.U., and also between the North American companies Karrena International LLC and its subsidiary Karrena Intemational
Chimneys LLC.

In 2017, the Vietnamese subsidiary Chimneys and Refractories International Vietnam Co. Ltd., which was established at the end of
2016, has been incorporated to the consolidation perimeter, whose activity is focused on industrial solutions.

On 27 April 2017 the US subsidiary Commonwealth Dynamics Inc has created the japanese company named Commonwealth
Dynamics Co. Ltd. with the same purpose of its direct company. During 2017 it had no activity.

Also during the first semester of 2017, a non-commercial swap agreement was signed by Dominion Industry and Infrastructures, S.L.,
through which the 37% owned by the Group in Huerto Solar La Alcardetefia, S.A. was exchanged for an additional 50% of the
subsidiary Solfuture Gestién, S.L.

On July 13, 2017, the company has proceeded to subscribe with the group Dixon Phone ple, an acquisition contract of the total share
capital of The Phone House Esparia (which include the companies The Phone House Espafia, S.L. , Connected World Services Europe,
S.L.U. and Smart House Spain, S.L.U.}, all of them based in Spain. The closing of the transaction was conditional on obtaining the
authorisation of the Spanish Competition Authorities and a series of suspensive conditions relating to the confirmation of the main
operators with whom the Phone House operated with so they confirmed that they would mantain their supply and distribution
contracis. These suspensive conditions have been fulfilled in the month of September 2017, when the acquisition of all the shares of the
aforementioned companies has been effective. The price of the transaction has risen to €58 million, once the parent company has
assurned the debt that the previous shareholder maintained with the acquired companies. The purchase price was agreed to be paid in
two instalments, the first of them (two thirds) on the transaction closing date, and the remaining, {one third) in January 2018,

On 18 October 2017 two share capital increases take place in the associate company Advanced Flight Systems, S.L. which have led to
a increase of the Group's share from 20% to 30%. This share capital increase subscription armounted to €340 thousand.

In addition, in 2017, the merger among Dominion Digital, S.L.U., Ampliffica, S.L.U., Tapguo, S.L and Wiseconversion, S.L. has taken
place, being the first of the aforementioned companies the absorbing one. This merger had not impact on the consolidated financial
statements.

A share capital increase has taken place for BAS Projects Corporation amounting to €13 million subscribed by a new shareholder. This
transaction has diluted the Group’s share hold from 25% to 16.84%.

2016
Movements and changes made by entities of the Group in 2016 were as follows:

Automotive Segment

On 2 January 2016, Autometal 5.A. sold to Autokomp Ingenierfa, S.A.U. 143,683,928 shares of the company Componentes
Automotivos Taubaté Ltda, by the amount of €40,654 thousand, representing 100% of the company’s capital.

In 2012 the Group acquired 65% of the US Company Century Plastics, LLC and granted the selling shareholders a put option over the
remaining 35% of the company's capitai, exercisable in May 2016, At this date, through its US subsidiary, CIE Automotive USA Inc, the
Group entered into a contract for the acquisition of the 35%, which until that date had been owned by that company’s original
shareholders. The operation amounted to USD 68.8 million (approximately €60.8 million} and was paid in cash.

On 17 July 2016, CIE Bertiz, S.L. sold to Autokomp Ingenierfa, S.A.L. the total amount of shares owned by Nanjing Forgings
Automgtive Co. Ltd., by the amount of €21,349 thousand, representing 50% of the company's capital.

In August 2016, through CIE Beniz, S.L., the Group acquired all of the share capital of Grupo Amaya Tellerfa. The purchase price for
this transaction amounted to €155 million (€112 million paid upon the transaction close, €13 million of assumed debt with former
shareholders, and remaining €30 million due in the first quarter of 2017) and the assumption of Grupo Amaya Telleria's net debt.

In September 2016, CIE Automotive S.A., through its subsidiary in India, Mahindra CIE Automotive, Ltd, signed an agreement for the
acquisition of all of the share capital of the Indian company BillForge Pvt. The purchase price agreed amounts to INR1 3,312 million
{approximately €178 million}, paid in cash.
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Also in September 2016, the Group performed a capital share increase in its indian subsidiary Mahindra CIE Automotive, Ltd. By
issuing 54,491,563 new shares, for a total value amounting to INR10,898 million (€145 million approximately at the date of share
capital increase), fully subscribed and disbursed in cash. Part of this capital share increase, 22,500 thousand shares, INR4,500 million
{approximately €60 miliion) were subscribed and disbursed by the subsidiary Participaciones Interacionales Autometal Dos, S.L.U.
After this capital increase, the share percentage of the Group in the Mahindra CIE amounted to 51.38%.

On 18 October 2016, the merger of the companies CIE Hispamoldes Plastiques, s.a.r.l. d'au. and CIE Automotive Maroc, s.a.rl. d’au.
took place, both Moroccan, and being the last the absorbing company which persists,

On 12 December 2016, the Group liquidated the holding companies RS Automotive, B.V. and Advanced Comfort System
Intemational, B.V. After this liquidation, their subsidiary companies Advanced Comfort System Ibérica, S.L.U and Advanced Comfort
System France, S.A.5. have come to be held by the Group's Parent Company, CIE Automotive, 5.A. The incorporation of these
investments in subsidiaries, together with the net assets resulting from their liquidation, had impacted the Company’s reserves totalling
€42,606 thousand (Note 8.b)).

Additionally, on 31 December 2016, the liquidation of Biocombustibles La Seda, S.L. was approved.

At the same date, and with accounting effect of 31 Decerber 2016, the merger between CIE Autometal de México, S.A. de C.V.
{absorbing company) and tnmobiliaria El Puente, S.A. de C.V. (absorbed company) took place.

Solution and Services Segrnent (Smart Innovation)
On & May 2016, the Group, through its US subsidiary Beroa Corporation, LLC, acquired 100% of the shares of the US Company

Commonwealth Dynamics Inc. (hereinafter CDI). This transaction entailed the acquisition of 100% control over the following
companies:

- Commonwealth Dynamics Inc (USA)
- Commonwealth Constructors Inc (USA)
Commonwealth Landmark inc (USA)
- Commonwealth Dynamics Limited {Canada)
- Commonwealth Power Chile, SPA (Chile)
- Commonwealth Power de Mexico S.A. de C.V. (Mexico}
- Commonwealth Power, 5.A. (Peru)
- Commonwealth Power Private Limited (India)

This subgroup, based in New Hampshire {(EEUL), is a niche company with over 35 years' experience in providing engineering
solutions and executing high complexity projects for a wide range of industrial sectors.

Commonwealth Dynamics focuses its activity in countrics with a significant industrial presence, such as USA, Chile, Mexico,
Peru and India and its customers include most leading companies in those countries.

The transaction price amounted to USD10 million which breaks down as follows: USD2 million was paid upon the formalisation of the
acquisition and leaving; USD6 million (estimated amount) payable in 2018, 2019 or 2020, depending on the payment option offered to
the seller, for an amount equivalent to the subgroup’s average aggregate EBITDA for the last three years, according to the payment date,
multiplied by 6, to be reduced by the comesponding financial debt; USD2 million {estimated amount) relating to 2.5% of the order
portfolio at the payment date indicated above.

At the beginning of the year 2016, the remaining 10% of the Argentinian subsidiary Dominion S.R.L. (formerly Beroa de Argentina,
S.R.L.) was purchased for a total amount of €977 thousand to the former shareholder of Berca Group (Servit Servicios Industriales
Técnico, S.L). This arount was met by the compensation of a credit held by the Group with this company.

On 10 February 2016 Global Dominion Access submitted an offer as part of the bankruptcy proceedings requested by Abantia
Empresarial, 5.L. and subsidiaries {the Abantia Group hereinafter), to acquire the Installation, Maintenance, Industrial and Renewable
Energy Promotion production units, which represent most of the Abantia Group's business,
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On 24 May 2016 the Group, through its subsidiary Dominion Industry & Infrastructures {incorporated in March 2016 by Global
Dominion Access, 5.A.), completed the acquisition which was approved by the Mercantile Court responsible for the bankruptcy
proceedings of the Abantia Group and by the workers' representatives in legal terms.

The acquisition of the business entailed paying a price of €2 million plus the losses arising from the date of approval of the acquisition
request to the date on which contral is acquired, which comprises the months of March, April and May 2016, estimated at an
additional €1.5 million.

In April and May 2016 the remaining 10.75% of the subsidiary Global Near, $.L, was acquired together with an additional 8.741% of
the subsidiary Wiseconversion, S.L. The overall price paid on both operations has amounted to €157 thousand, which were paid in
cash to the relevant minority shareholders.

Additionally, in May 2016 a capital increase was carried out, in the associate Advanced Flight Systems S.L., resulting in the dilution of
the Group's interest from 30% in December 2015 to 20%.

On 16 June 2016, as part of Abengoa's Restructuring Plan (parent group), the purchase-sales agreement was executed through which
Instalaciones Inabensa, S.A. sells to the Group company Dominion Networks, S.L., the assets, goods, contracts and rights attached to the
socalled Protisa business— protisa thermal, sound and fire proofing, carrying out all activities associated with the conduct and
exploitation of commercial, import, export and machine and material distribution operations connected with thermal, sound and fire
proofing protection. These assets, goods, contracts and rights include certain property, plant and equipment, supplier and contractor
contracts, qualified technical personnel, contracts under execution, classifications and references of work connected with this business
and trade marks, patents and trials on fireproof mortars. The acquisition price of this line of business amounted to €300 thousand.

[n July 2016 an additional 15% capital share of the Group company Interbox Technology, $.L. was purchased, increasing its share from
60% to 75%. The purchase price amounted to €500 thousand.

The purchase agreement under which Global Dominion Access, 5.A. acquires 100% of the shares of Norproyectos 2000, S.L
{subseguently renamed Dominion Energy, S.L.} was placed on public record on 15 September 2016. This company encompasses the
EPC activities and maintenance operations {also known as the energy assets) formerly carried out by Grupo Eléctrico Scorpio, S.A.

The purchase price was approximately €17.8 million, made up of a fixed sum of €8.8 million and an eam-out of up to €9 million. The
eam-out is tied to the EBITDA generated by the company which holds the energy assets acquired from an identified pipeline of projects
and opportunities during the five following years of its acquisition date,

With this transaction, Dominion incorporated fo its perimeter the team that manages Grupo Eléctrico Scompio, $.A.'s energy division,
including its CEO and former owner; a backlog of renewable energy projects worth an estimated €50 million; and a 25% interest in
BAS Project Corporation, S.L., a company specialised in the identification and development of renewable energy projects which has an
exclusivity agreement with the Group.

On 14 November 2016, Dominion acquired US firm, International Chimney Corporation (ICC). With a track record dating back almost
90 years, ICC, based in Williamsville {New York! is a leading specialist in the North American market, in the design, engineering,
inspection and repair of industrial structures. lts wide catalogue also includes other services related to as isolates, assembly projects,
structure transport, demolition and emergency lighting.

The grounds of the operation, there were a high level of recurrence of their services, with the strong synergies of its
portfolio with the one of complex solutions offered by Commonwealth Dynamics, Inc., will fed to manage a large industry portfolio
contributed by both companies, an authentic “One Stop Shop”, which contributes to the remaining specialists of Dominion Industry,
and also to those coming from Abantia and Protisa (as mentioned above),

The purchase price agreed amounted approximately to £SD15 miillion, to be paid as follows: USDé million at the close, USD5 million
in 2017, and USD4 miillion in 2018. k is also considered a potential eam-out payable in 2020 in the event that the company
outperforms its targets for 2017-2019; the acquisition-date value of this contingent payment amounts to USD3.9million, equivalent to 6
times average EBITDA generated by ICC, decreased by USD15 million.

Additionally, in 2016, and with effects on 1 January 2016, the merger between de Brazilian companies Hal6gica Tecnologfa, S.A. and
Prosat Comunicacoes, Ltda., and the reverse merger between Global Dominion Brasil Participagoes, Ltda. and Halégica Tecnologia,
S.A. were formalized.
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Also in December 2016 the Group company Near Technologies, 5.L. changed its entity name to Dominion Digital, S.L.

The amounts of capital, reserves and profit for the year and other relevant information, as taken from the individual annual accounts of
the respective group companies and jointly controlled entities, at 31 December 2017 and 2016, are as follows:

Euro
Carrying
Equity amount of Dividends
Cperating Profitf{lass) for imvestment in received
Company Capital Reserves profit the year parent (Note 18)
2017:
CIE Berriz, S.L. (Bizkaig) 60,101 218,588 97,233 84,293 251,874 45,700
Advanced Comfort Systems Ibérica, 5.L.U. (Orense) 450 7,301 1,644 1,279 8,528 743
Advanced Comfort Systerns France, S.A.S. (Francia) 3,100 15,545 4,968 9,665 57,132
Giobal Dominion Access, S.A. (Bizkaia) 21,187 269,221 1,796 1,319 105,562
Autokomp Ingenienia, S.A.U. Bizkaia) 180 38 { (921) 218 3
423,314 46474
2016:
CIE Berriz, S.L. (Bizkaia) 60,101 247,764 40,482 20,760 251,874 30,000
Advanced Comiort Systems [bérica, S.L.U. {Orense) 450 7,301 1,014 743 8,528 .
Advanced Comfort Systems France, S.A.S. (Francia) 3,100 11,240 5,325 4,305 57,132
Global Dominion Access, 5.A. (Bizkaia) 21,187 273,262 3,551 {9,853) 105,562
Autokomp Ingenierfa, S.A.L. (Bizkala) 180 38 (10 30 218 -
423,314 30,000
b) Movements in investments in CIE Automotive Group companies
The movements in 2017 are summarized below:
Balance at Balance at
31.12.2016 Movements 31.12.2017
Investrents in group companies and jointly controlled entities
CIE Beriz, S.L, 251,874 251,874
GClobal Dominion Access, S.A. 105,562 - 105,562
Autokomp Ingenierfa, S.A.L. 218 218
Advanced Comfort Systems thérica, S.L.U. 8,528 - 8,528
Advanced Comfort Systems France, S.A.S. 57,132 B 57,132
423,314 - 423,314
The movements in 2016 are summarized befow:
Balance at Balance at
31.12.2015 Movements 31.12.2016
Investments In group companies and jointly cortrolled entities
CIE Bemiz, S.L, 251,874 e 251,874
RS Autormnotive, B.V.(*) 23,733 (23,733} -
Global Dominion Access, 5.A. 60,000 45,562 105,562
Autokomp Ingerierfa, S.A.U. 218 . 218
Advanced Comfort Systems |bérica, S.LU. . 8,528 8,528
Advanced Comnfort Systems France, 5.A.S. - 57,132 57,132
335,825 87,489 423,314

(*)Liquidated in December 2016

The Company does not maintain provisions for the impairments in its investments at December 31, 2017 and 2016.
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After the liquidation of RS Automotive, B.V. and Advanced Comfort Systems international, B.V. their subsidiary companies Advanced
Comfort System [bérica, S.L.U and Advanced Comfort System France, S.A.S. were incotporated by the Company. The assigned vaiue
of these investments is the value of their net assets presented in the Group s financial statements. The difference resulting from the
liquidation of RS Automotive, B.V. and the integration of its subsidiaries, as weli as the remainder net assets incorporated in the
liquidation supposed a €42,606 thousand increase in reserves,

c Loans to CIE Automotive Group companies

The loans extended to CIE Automotive Group companies take the form of unfimited 5-year current credit accounts that are tacitly
renewed at maturity for additional periods of one year. They accrue interest at market rates benchmarked to Euribor. Cancellation of the
loans must be notified by the parties with one year's netice, which is why €1,156,575 thousand is recognized as non-cutrent loans at
the 2017 year end (2016: €1,120,243 thousand).

These receivable balances and those payable (Note 15} arise mainly from the Company’s role as a financing center for Group
companies.

The opening balance of current loans to group companies includes the interest due on these credit accounts as well as income tax due
from CIE Automotive Group companies under the consolidated tax regime in an aggregate amount of €15,313 thousand (2016:
€13,839 thousand).

The detail of the non-curnent credits to other group companies at 31 December 2017 and 2016 is as follows:

31.12.17 31.12.16

Alcasting Legutiang, S.LLU, 10,986 16,650
Autckomp Ingenierfa, SALU. 62,121 61,131
Biosur Transformacidn, S.LU. 2,302 2,986
CIE Berriz, S.L. 947,358 207,525
CIE Mecauto, S.AL. 9,500 10,189
CIE Praga Louny, A.S. 9277 -
CIE Compiegne, S.AS 1,178 1,195
Grupo Amaya Tellerfa, S.L.U. {*) 44,509
Participaciones Intemacionales Autometal Dos, S.L.U. 102,272 68,646
Other (less than €10 million balzances) 11,581 7412

1,156,575 1,120,243

* Merged in 2017 with CIE Berriz, 5.L. as absorbing company.

On 31 December 2016 the loan transferred to its subsidiary, Grupo Amaya Tellerfa, had a balance of €44,509 thousand primarily used
to pay the bank debt which this subgroup acquired through the subsidiary CIE Beriz, 5.L. had. After the merger between CIE Berriz, S.L.
and Grupo Amaya Tellerfa, S.L.U. in January, CIE Bémiz, S.L. is the creditor of the loan.

9, Loans and recelvables

17 2016
Current loans and receivables
- Receivables from group companies and associates 10,222 18,176
- Other receivables 16 22
10,238 18,198

Tne balances recognised as receivable from CIE Automotive Group companies reflect balances from certain subsidiaries that do not
have a credit account with the parent are as foliows:

mz 2016

Century Plastics, ELC 1,128 549
Pintura, Estampado y Moniaje, SAPI de CV. 1312 3,396
Pirtura y Ensambles de México, S.A. de C.V, 970 2,843
CIE Celaya, S.AP.L de CV. 1,892 3,786
Magquinades Automotrices y Talleres Industriales de Celaya, S.A. de CV. 889 1837
Forjas de Celaya, S.A. de CV. 540 1,200
GAT México, S.A.de C. V. 514 1,153
Advanced Comfort Systems Shanghai Co, Ltd. 1,073 982
Others Jess than €1 miklion) 1,904 2430

10,222 18,176
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The carrying amounts of loans and receivables approximate their fair value as they are due in the short term.
The credit risk on trade and other accounts receivable is managed by classifying each of the Company’s customers by their credit risk.
Credit risk arising on trade receivables is not concentrated.

Receivables that have passed their nominal due date but that are within the usual collection periods established with the various
customers and debtors are not considered past due. All receivables exceeding the established collection agreements had been provided
for at 31 December 2017 and 2016. Trade receivables not impaired relate to customers and debtors that have o recent history of
default. All trade and other receivables are due within twelve months of the balance sheet date.

The accounts included in “Loans and receivables” have nat been impaired.

The maximum exposure to credit risk at the reporting date is the camrying amount of each class of receivable mentioned above. The
Company does not maintain ary guarantee as insurance.

10. Derivative financial instruments

Assels
2017 2016
Interest rate swaps:
- Cash-flow hedges 593 -
Equity Swap
- Non cashflow hedges 16,361 9,242
16,954 9,242
Liabitities
2017 2016
Interest rate swaps:
- Cash-fiow hedges 8,144 10,949
8,144 10,949

Derivatives are classified as a current asset or liability.

The non-effective part, recognised in the income statement originated from cash-flow hedges is a gain of €7,119 thousand (2016:
€4,026 thousand of loss) (Note 20).

Having been tested for effectiveness, all of the Company’s hedging derivatives were considered effective at 31 December 2017 and
2016 (Note 3.6).

Equity swap

At 6 August 2014, the Company has arranged a derivative related to the share market price of CIE Autormotive. The underlying of the
operation with 1.25 million shares, with a starting value of €11.121 per share. This instrument is classified as non-hedge and throws at
31 December 2017 a valuation of €16,361 thousand (31 December 2016, €9,242 thousand}.

Interest rate swaps (from variable to fixed)

The notional amounts of the outstanding interest rate swap contracts at 31 Decermber 2017 and 2016 totaled €450 million. The part of
the balance was designated as a hedging instrument.

in 2017 fixed interest rates, without margin, vary between 0.17% and 0.90% (2016: 0.24% and 1.13%) and the main reference
variable rate is the Euribor. Gains/losses recognised in equity under “Adjustments for value changes” on interest rate swaps at 31
December 2017 will be transferred to the income statement on a consistent basis until the relevant bark [oans are repaid.
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11.  Cash and cash equivalents

2017 2016
Cash 10,942 4,521
Cash equivaients 1,897 1,801
12,839 6,322

Other liquidity assets correspond to investments of cash surplus, maturing in less than 3 months or with immediate availability.

12,  Share capital and share premium
a) Share capital
At 31 December 2017 and 2016 there were no movements in the share capital of the Company.

In accordance with the above, the share capital of CIE Automotive, S.A. at 31 December 2017 and 2016 is represented by 129,000,000
fully paid ordinary bearer shares, represented through accounting entries, with a par value of €0.25 each, listed on the Spanish stock
market. The companies that hold a direct or indirect interest of more than 10% are as follows:

Percentage interest
2017 2016
Acek Desarrollo y Gestién Industrial, S.L. (*) 15.909% () 20.909%
Corporacidn Financiera Alba, S.A. (“Alba™ 10.000% -
Mahindra & Mahindra, Ltd. (**) 7.435% {(**)12.435%

] 5.508% directly and indirectly through Risteel Comporation, B.V., the remaining 10.401% (7,808% ¥ 13,101 % respectively in 2016).
(** indirectly through Mahindra Overseas Investment Company Mauritius, Ltd,

The stock price of CIE Automotive, S.A. fisted in the Madrid Stock Exchange was €24.21 at 31 December 2017.

b) Share premium
This reserve is freely available for distribution.

(4} Treasury shares

The moverrient of treasury shares for the current year is disclosed as follows:

31.12.20%7
Amount
Numbser of shares (Thousand euro)

Balance at 1 January 2017 -
Acquisitions 252,587 4,526
Balance at 31 December 2017 252,587 4,526

During the first four months of 2017, the Company has acquired 252,587 treasury shares directly {0.196% of the total voting rights of
the Company), which considered as a whole with the indirect share resulting from the equity swap agreement signed with Banco
Santander, S.A. in 2014 for the acquisition of 1,250,000 shares (equal to 0.969% of the voting rights), has exceeded the threshold of 1%
of voting rights of the company as of 21 March 2017, as communicated to CNMV at 22 March 2017.

Similarly, the mandate conferred at the Annual General Meeting of 4 May 2017, whereby the Company’s Board of Directors is
empowered to buy at any time and as often as it considers appropriate shares in CIE Automotive, S.A. through any legal means,
including acquisitions with a charge to profit for the year and/or freely available reserves, and to subsequently dispose of or redeem
such shares, in accordance with article 146 et seq. of the Spanish Companies Act 2010, is in effect until 4 May 2022,
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13.  Reserves and refained eamings

a) Reserves
2017 2016
Legal and statutory reserves:
- Legal reserve 6,450 6,450
6,450 6,450
Other reserves:
- Voluntary reserves 262,922 251,996
- Merger reserve 66,303 66,303
329,225 318,299
335,675 324,749
Legal reserve

In accordance with Article 274 of the $panish Companies Act, the 10% of profits must be endowed to the legal reserve until it reaches
at least 20% of the share capital. In 2017 and 2016, the legal reserve reaches the established minimum limit.

The legal reserve may be used to increase capital in an amount equal to the portion of the balance that exceeds 10% of capital after the
increase,

Otherwise, until it exceeds 20% of share capital and provided there are no sufficient avaitable reserves, the legal reserve may only be
used to offset losses.

Merger reserve

The amount of merger reserve contains the equity effect on CIE Automotive S.A. of the merger agreement between the Company and
INSSEC in 2011 and the equity effect of the merger among CIE Berriz, S.L, CIE Inversiones e Inmuebles, S.L.U. and CIE Automotive
Bicenergfa, S.L.U. in 2012.

The merger reserve is available for distribution.
14.  Profit flloss) for year
a) Proposed distribution of profit

The proposed distribution of 2017 profit to be put before the shareholders in General Meeting, along with that approved at the Annual
General Meeting of 4 May 2017 in respect of 2016 profit is shown below:

2017 2016
Available for distribution
Profit for the period 78,932 63,765
78,932 63,765
Distribution:
Interim dividend 36,120 25,800
Final dividend 36,120 27,090
Voluntary reserves 6,692 10,875
78,932 63,765

b) Dividends paid
At 12 December 2017, the Board of Directors has approved the payment of an interim dividend from 2017 profit of €0.28 gross per
share carrying dividend rights, implying a total payout of €36,049 thousand. Payment was made on 5 January, 2018.

The amount to distribute did not exceed the profit obtained since the last financial vear, deducting the tax estimation, according to
Article 227 of Spain Corporate Enterprise Act.
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The provisional accounting statement at 31 October 2017, which has been formulated according to legal requirements and shows the
existence of enough cash-flow to distribute the dividend mentioned above, is as follows:

Provisional cash-flow staterment Amount
Profit forecast:
- Available net profit of year 2017 82,823
To deduct:
- Legal reserve
Maximum amount to distribute 82,823
Amount distribution proposal (72,240)
Treasury forecast for one year 101,156
Interim dividend (36,120)

On 4 May 2017, the shareholders of CIE Autometive, S.A. in general meeting approved the motion for the distribution of 2016 profit
(individual) as well as the distribution of a final dividend of €0.21 (gross) per share canrying dividend rights, amounting to a total
payment of €27,037 thousand. Payment was made on 5 July 2017.

On 14 December 2016, the Board of Directors approved the payment of an interim dividend from 2016 profit of €0.20 gross per share
carrying dividend rights, implying a total payout of €25,800 thousand. Payment has been made on 5 January 2017.

©On 26 April 2016, the shareholders of CIE Automotive, S.A. in general meeting approved the motion for the distribution of 2015 profit
{individual) as well as the distribution of a final dividend of €0.17 (gross) per share camrying dividend rights, amounted to a total payment
of €21,930 thousand. The payment was made on 5 July 2016.

On 15 December 2015, the Board of Directors approved the payment of an interim dividend from 2015 profit of €0.16 gross per share
carrying dividend rights, implying a total payout of €20,640 thousand. Payment was made on 4 January 2016.

This amount to distribute did not exceed the profit obtained since the last financial year, deducting the tax estimation, in accordance
with Article 227 of the Spanish Companies Act. Similarly, the provisional accounting statement was prepared in accordance with legal
requirements and which evidenced the existence of sufficient liquidity to complete the pay-out of the aforementioned dividend.

15, Debts and payables

2017 2016

Non-current debts and payables
- Bank borrowings (Note 15.a)) 675,610 766,890
CIE Automotive Group companies and associates, non-cument (Note 15.b)) 198,965 232,659
Other non-cumrent payables
- Other non-current payables (Note 15.c)) 3,906 6,406

878,481 1,005,955
Current debis and payables
- Bank borrowings (current portion of non-current borrowings) (Note 15.a)) 166,350 37,666
- Payables to CIE Automotive Group companies (Note 15.b)) 5,167 3,449
- Other shott term liabilities (Note 15.c)) 2,500 2,500
- Trade payables 2,835 2,203
- Group suppliers 14 59
- Fixed asset creditors 142 497
- Sundry payables 24
- Accrued wages and salaries 3,670 2,734
- Dividend payable (Note 14) 36,049 25,800

216,727 74,932
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a) Bank loans and credit facilities

The exposure to interest rate changes deriving from long term bank borrowings is as follows:

Balance at 31
Deacember At 1 year At 5 years
At 31 December 2016
Total borrowings 804,556 766,890
Effect of interest rate swaps (Note 10} {150,000) (392,500}
Exposure 654,556 374,390
At 31 Decemnber 2017
Total borrowings 841,960 675,610 -
Effect of interest rate swaps (Note 10} (392,500) (402,500) -
Exposure 449,460 273,110 -
Non-cument borrowings mature as follows:
2017 2016
Between 1 and 2 years 60,733 23,427
Between 3 and 5 years 551,099 656,148
Over 5 years 63,778 87,315

675,610 766,890

The effective interest rates at the balance sheet dates were customary market rates (Euribor + a market spread} and there were no
significant differences with respect to other companies of a similar size and with similar risk and borrowing levels. Bank loans and credit
facilities generated a weighted average annual rate of interest that ranged between 0.34% and 2.75% (2016: 0.70% and 2.75%).

The Company has the following undrawn credit lines:

2017 2016
Maturing within one year 92,070 100,285
Maturing in more than one year 177,091 26,500
269,161 126,785

The carrying amounts of non-current borrowings approximate their fair value.
The carrying amounts of current borrowings approximate their fair value as the effect of discounting is not significant.
The carrying amounts of the Company’s borrowings are all denominated in euro.

In 2017 the Company repaid €111 million under these financing agreements (2016: €65 million) and raised new funding in the amount
of €145 million (2016: €262 million),

On 28 July 2014 CIE Automotive, S.A. entered into a new financing arrangement with a syndicate of six financial institutions for €450
milfion. The amortisation period stood at 5 years, with an average term of 4.7 years. This improved the average term of the Company's
financing and also improved the economic terms and conditions of the syndicated financing in effect.

On 13 April 2015 the syndicated loan was novated and a decrease in the initially negotiated spread was agreed. Similarly, it was agreed
to extend the maturity periods, establishing the new final maturity date at 13 April 2020.

On 14 July 2016, the Company signed a second novation with respect to the syndicated financing arranged in 2014. According to this
novation, the total amount was increased by €150 million, to €600 million, the maturity period was extended for another vear, the last
payment therefore being due in April 2021 and a change was agreed in the margin initially negotiated and novated in 2015.

On 6 June 2017, the Company has signed a third novation with respect to the syndicated agreement. According to this novation, the
maturity period was extended by one year for most of finance institutions, being the [ast payment due in April 2022.
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The drawn amount on 31 December 2017 amounted to €467 million (2016: €550 million), and its interest rate was indexed to Euribor
plus a variable margin based on the Net Finance Debt/EBITDA ratio.

On 14 July 2016, a new loan was arranged with several financial institutions amounting to €85 million and with final maturity in 10
years. Part of this finance agreement was contracted to a fixed interest rate, and the other part to a variable interest rate indexed to
Euribor. The drawn amount of this loan on 31 December 2017 and 31 December 2016 amounted to €85 miillion.

At 23 June 2014 the Company entered into a financing contract with the European Investment Bank (EIB) for €70 million and with a
repayment period of 7 years, in order to finance the Company and Group's R&D activities connected with automotive parts. At 31
December 2017 and 31 Decemnber 2016 the drawn down balance amounts to €61 million and bears a fixed interest (2016: €70
million).

In December 2017 the Company signed a loan with a finance institution amounting to €100 million and with a one year maturity.

In addition, other borrowings are subject to compliance with certain ratios that are customary in the market for these types of contracts.
At 31 December 2017 and 2016, there was no risk of non-compliance with these covenants.

The interest rates on the aforementioned financing arangements are benchmarked to Euribor plus a variable spread based on the Net
Financial Debt/EBITDA ratio of the Consolidated Group.

by  Payables to CIE Automotive Group companies

The payables with CIE Automotive Group companies take the form of unlimited 5-year cument credit accounts that are tacitly renewed
at maturity for additional periods of one year. They accrue interest at market rates benchmarked to Euribor. The cancellation must be
notified between the parts with a year of anticipation, for that reason are registered as non-current debts, €198,965 thousand (2016:
€232,659 thousand).

These payable balances, as well as the receivable balance to receive (Note 8), arise principally from the action of the Company as
financing management center for the Group companies.

The breakdown of non-current payables to CIE Automotive Group Companies, at 31 December 2017 and 2016, is as follows:

31.12.17 31.12.16

CIE Ldalbide, S.A.U. {6,102 (5,779)
Egafia 2, S.L 9,617) (18,588)
Gameko Fabricacién de Componentes, S.A. (17,980} (25,620)
CIE Galfor, S.A.U (13,870 (22,075)
inyectametal, S.A. (12,448) (10,816)
Mecanizaciones del Sur-Mecasur, S.A. (5915} 6,119
Nova Recyd, S.A.U. (5,784) 6,777
Orbelan Plasticos, $.A. (4,786} (5,240)
CIE Plasty CZ, s.r.0. (5,041) (7,820)
CIE Praga Louny, as. (3,930)
Recyde, S.A.U. 7,149) 7,229)
CIE Zdanice, s.r.o (13,838) (20,263)
CIE Metal CZ, s.r.0. (990) (5,682)
CIE Unitools Press CZ, a.s. (2,784 {6,289)
Grupo Componentes Vilanava, S.L. {9,776) (3,003
Bionor Berantevilla, S.L.U. (7,368) (7,851
CIE Legazpi, S.A.U. (17,361) {10,199
Industrias Amaya Telleria, S.A.U. {29,055) {28,156)
GAT Staff, S.L.U. (*) - (14,110
MAR SK, s.r.o. {13,841) 6,741)
Advanced Comfort System Ibérica, S.A.U. {7,000) -
Other less significant balances {8,260) {10,372

(158,965) (232,659)

(*) Merged in 2017 with CIE Berriz, S.L. as absorbing company.
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The balance included in the epigraph debts with group companies in the short term includes the interests of the credit accounts and
debts with subsidiaries of the group CIE Automotive associated with the liquidation of the tax of companies in regime of fiscal
consolidation for amount of €5,167 thousand (2016: €3,449 thousand).

c) Other longterm debts

It included €10 million loan granted to financing investment projects received of a public entity in 2014 to amortize in 8 semi-annual
quotas which remaining amount as of 31 December 2017 amounts to €6,250 thousand, being registered €3,750 thousand in the long
term. (2016: €8,750 thousand, being €6,250 thousand registered in the long term). The loan bears an interest rate benchmarked to
Euribor plus a margin market.

The breakdown of trade payables settled during 2017 and 2016 those pending of payment at the year-end in relation to the legally-
permitied payment terms stipulated in Spanish Law 15/2010 of 5 of July, is as follows:

Days

2017 2016
Average payment period to suppliers 51 47
Paid operations ratio 53 54
Outstanding operations ratio 48 45

Thousand eurcs

207 2016
Total payments 7,259 7,698
Total outstanding payments 2,834 2,226

16. Provisions

Provisions include the Company's estimate of the year-end amounts of multi-year bonuses payable to its employees plus the annual
estimated amount of the liabilities established in the additional incentive agreed in 2014 (Note 25).

17. Deferred taxes
The analysis of deferred taxes is as follows:

20017 2016

Deferred tax assets:
- Deductible temporary differences 12,986 10,109
- Tax credits (capital expenditure) 7,128 10,180

20,114 20,289
Deferred tax liabilities:
- Taxable temporary differences - -
Net deferned tax assets/{liabilities) 20,114 20,289

The deductible temporary differences derive from the year-end fair value of the Company’s cash flow hedges and the different timing of
expense recognition for accounting and tax purposes, among other factors. These differences will revert when the hedging instruments
are settled and when the aforementioned expenses become deductible for tax purposes.

The net movement in the deferred income tax account in 2017 and 2016 is as follows:

207 2016
Opening balance 20,289 17,626
{Charged)/credited to the income statement {(Note 19) 777 1,455
Tax recognised directly in equity (952) 1,208
Closing balance 20,114 20,289
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The movements in deferred tax assets and liabilities in 2017 and 2016 are as follows:

Provisions Tax credits
Deferred tax assets Hedges & other {capex) Total
Balance at 31 Degember 2015 1,825 3,666 12,135 17,626
(Charged)/credited to the income statement . 3410 (1,955) 1,455
(Charged)/credited to equity 1,208 - - 1,208
Reclassifications and transfers (10) 10 . -
Balance at 31 December 2016 3,023 7,086 10,180 20,289
(Chargedy/credited to the income statement - 3,829 (3,052) 777
{Charged)/credited to equity (952) - - (952
Balance at 31 December 2017 2,071 10,915 7,128 20,114
Deferred taxes charged to equity in 2017 and 2016 are as fallows:
2017 2016
Cash flow hedges {952) 1,208
(952) 1,208

Deferred tax assets are recognised for tax-loss carryforwards to the extent that the realization of the related tax benefit through future
taxable profits is probable.

At 31 December 2017 the Company had the following tax losses that were generated by CIE Automotive tax group of which the
Company is parent (Note 3.11):

Year generated Amount
2013 15,812
15,812

The tax-loss carryforwards are allocated to each of the companies that generated thern for the purposes of possible recognition as
deferred tax assets, and amount to €4.427 thousand. Fram them, a total of €2,628 thousand of the tax-loss carryforwards pertains to CIE
Automgtive, S.A., which results in a deferred tax asset amounting to €735 thousand.

At 31 December 2017, the Company does not maintain tax loses pending compensation generated previous fo its integration to the
fiscal Group.
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in addition, the amounts and years of generation of individual tax credits (deriving from various items and including those recognised as
tax assets) pending of offset are as follows:

Year generated Amount
1996 134
1997 86
1998 102
1999 83
2000 2,660
2001 238
2002 34
2003 45
2004 323
2005 30
2006 7,209
2007 2,595
2008 1,829
2009 586
2010 92
2011 t18
2012 118
2013 241
2074 267
2015 29
2016 122

2017 (forecast) 80
17,021

From the previous amount, a total of €5,102 thousand of the tax credits derives from the merged company Instituto Sectorial de
Promocién y Gestién de Empresas, S.A. and those are considered tax credits earned before the fiscal Group.

The applicable tax legislation for the current year imposes 2 15-year time |imit on tax credits and tax-loss carryforwards generated, also
stipulaiing that the 15-year period commences as from 1 January 2014 for tax credits and tax-loss carnforwards existing prior to that
date. At the time of the preparation of these financial statements, a Modification Project to the Regional Tax Law exists, which could
impact the mentioned compensation time limit,

18.  Income and expense

aj Revenue
Revenue breaks down as follows:
2017 2016
Rendering of services 71,379 66,799
Dividend income {(Note 8.a)) 46,474 30,000
Interest on loans 19,316 18,814
137,168 115,613
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a1}  Rendering of services

The geographic breakdown of revenue from the core business of rendering corporate services to CIE Automotive Group companies
{Note 1 and Appendix 1), totaling €71,379 thousand (2016: €66,799 thousand), based on the locations of the receiving companies, is

as follows:

Market

Spain
America
Rest of the world

a2}  Dividends received from CIE Automotive Group companies

%
017 2016
28 29
46 54
26 17
100 100

In 2017 the Annual Meetings of shareholders of the subsidiary CIE Berriz, S.L held on 27 December 2017 approved the distribution of
dividends against non-restricted reserves in the amount of €40,000 thousand. These dividends were collected by the Company in 2017.

In 2017 the Annual Meetings of shareholders of the subsidiary CIE Berriz, S.L held on 11 May 2017 approved the distribution of
dividends against 2016 profits in the amount of €5,700 thousand. These dividends were collected by the Company in 2017.

In 2016 the Annual Meetings of shareholders of the subsidiary CIE Berriz, S.L held on 26 December 2016 approved the distribution of
dividends against non-restricted reserves in the amount of €30,000 thousand. These dividends were collected by the Company in 2016.

a3}  interestincome on foans to CIE Automative Group companies

At 31 December 2017 the Company accrued interest income on loans to CIE Automoative Group companies in the amount of €1 9,316

thousand (2016: €18,814 thousand).
b) Other operating income

The breakdown of this heading is as follows:

Operating grants
income from sundry services
Other income

¢  Employee benefit expense

Wages and salaries
Share-based payments
Termination benefits
Social security costs

- Social security

The average number of emplayees by category during the year was as follows:

Executives
University graduates and specialists

2017 2016
7 2
207 283
1,329 8
1,543 203
2017 2016
12,398 12,634
9,671 11,492
65 117
729 665
22,863 24,908
Headoount
2017 2016
14 11
48 49
62 60
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The gender distribution of the Company’s personinel and Board members at the year-end is as follows:

2017 2016
Women Men Total Wornen Men Total
Directors 2 1 13 2 11 13
Executives A 10 14 4 7 "
University graduates and specialists 22 29 51 22 25 47
28 50 78 28 43 71

Likewise, there were no persons employed in 2017 with a disability greater than or equal to 33%, however, the Company has
subcontracted Lantegi Batuak Foundation, an entity qualified as a special employment center, having obtained the corresponding
approval by the Basque Service of Employment - Lanbide.

d) Other aperating expenses
Other operating expenses break down as follows:

20t7 2016

Travel expenses 1,184 1,316
Repairs and maintenance 888 922
Independent professional services and other services 1,683 2,526
Leases 581 440
Insurance premiums 195 125
Other 6,330 1,065

10,861 6,394

19.  Income tax and tax matters

As mentioned in the section covering measurement standards (Note 3.11), CIE Automotive, S.A. is authorized to file consolidated tax
returns with certain subsicliaries.

As certain transactions are treated differently for income tax purposes with respect to how they are treated in preparing the annual
accounts, taxable income for the year differs from accounting profit.

The reconciliation of net income and expenses for the year to taxable income as per the Company’s individual tax retum is set forth
below:

2017
Income stafement Income and expense recognised directly in equity
Increases Decreases Net Increases Decreases Net

Profit /(loss) for year 78,932 - .
Income tax 5,479 -
Permanent differences 7,587 81.712) (74,125) - . -
Temporary differences:
- ofiginated in current year 13,675 : 13,675 y -

23,961 -
Taxable income/(tax loss) 23,961
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2016
Income staterment income and expense recognised directly in equity
Increases Decreases Net Increases Decreases Net

Profit /loss) for year 63,765 .
Income tax 4,023 - -
Permanent differences 2,921 (60,594} (57,673} - - :
Temporary differences:
-originated in cument year 12,680 - 12,680 -
- originated in previous years (500) (500) B - -

22,295 -
Taxable incomeftax loss) 22,295

Permanent differences relate mainly to incentives included in the tax base under applicable tax legislation, to the elimination of gains
regarding interest values (Note 8) and to the elimination of Group dividends (Note 8}, Temporary differences relate to the different
allocation methods used to calculate the tax base.

In 2017, the current income tax is calculated by applying a 28% tax rate to the individual tax base, net of negative tax bases generated
after the entry of the Company to the fiscal Group, amounting to €4,067 thousand.{2016: €3,210 thousand).

The calculation is itemized in the following table:

2017 2016
Individual taxable income tax base 23,961 22,295
Tax Group losses to be offset (4,067} (3,210)
Tax Group taxable base 19,884 19,085
Current tax payable 5,570 5,343
Current tax 5,570 5,343
The breakdown of income tax expense is as follows:
2017 2016
Current fax 5,570 5,343
Deferred tax (Note 17} 3,829) (3,410
Tax credits (reversal) (Note 17} 3,052 1,955
4,793 3,888
Correction of prioryear income tax bUb 69
income tax withholdings (retained abroad) 80 66
5479 4,023

No corporate income tax was payable to the Tax Administration in 2017 and 2016 {Note 15).

The periods not prescribed under prevailing legis'ation are opened to inspection by the tax authorities, which are 2013, 2014, 2015,
2016 and 2017.

As a result, among other things, of the different interpretations of current tax law, additional liabilities could arise as a result of an
inspection. In any event, the Directors consider that any such liabilities that may arise will not have a significant impact on the annual
accounts for 2017 or 2016.

The financial obligations from the merger between CIE Automotive, S.A. (acquiring company} and the Instituto Sectorial de Promocién
y Gestién de Empresas S.A. {acquired company} were contained in the annual report of 2011, first approved with the accounting effects
of the merger (1 January 2011).

The corporate income tax legislation applicable to the Company in 2017 and 2016 is that relating to Bizkaia Regional Regulation
11/2013 (5 December}.
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20.  Finance income/expense

Finance income:
Marketable securities 8 other financial instruments
- Third parties

Finance expense:
Borrowings from group companies (Note 26)
Third-party borrowings

Change in fair value of financial instruments:
Gains/(losses) recognised regarding financial instruments

Net exchange differences
Finance income/expense

21,  Cash flows from operating activities

Profit for the year before tax

Adjustments for:

- Depreciation (Notes 5 and 6)

- (Profit)/Loss on asset disposal (Note 5)

- Change in provisions

- Finance incorme (Note 20), dividend income and interest income from
CIE Automotive Group companies (Note 18}

- Finance expense {Note 20}

- Exchange rate differences (Note 20)

- Change in fair value of financial instruments (Note 20}

Changes in working capital:

- Trade and other receivables

- Trade and other payables

- Other current and non—current liabilities

Other cash flows from operating activities:
- Interests paid

- Dividends received

- Interests received

- Income tax received {paid)

Cash flows from operating activities

2017 2016
1 4
1 4
(3,544) (3,046)
(19,105) {15,276)
(22,649) (18,322)
7,215 3,995
7,215 3,995
(1,865) 828
(17,298) {13,495)
2017 2016
84411 67,788
3,286 3,321
@
18,525 17,188
{65,791) 48,814)
22,649 18,322
1,865 828
(7,215) (3,995)
{26,688) {14,806)
6,160 (357)
990 70
2,612 74,509)
4,538 (4,796)
{19,029; (14,489)
46,474 30,000
20,160 18,868
478 572
48,083 34,951
110,344 83,137
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22.  Cash flows from investing activities

2017 2016
Payments for investmenis:
- Group companies and associates (Note 8.b)) - {45,562)
- Intangible assets (Note 5) {535) 837
- Property, plant and equipment (Note 6} (518) (99)
- Other financial assets - m
(1,053) (46,499)
Proceeds from disposals:
- Intangible assets (Note 5) 30
- Other financial assets 154 22,675
184 22,675
Cash flows from investing activities (869) {23,824)
23,  Cash flows from financing activities
2017 2016
Proceeds from and repayments of financial liabilities:
- [ssuance:
- Bank borrowings {(Note 15} 145,000 262,158
- Repayrnent and depreciation of:
- Bank borrowings (Note 15} (110,571) (65,000)
- Net change in other borrowings (Note 15) {2,500) (1,250
- Net change in loans toffrom Group companies and associates (*) (77,524) {236,823)
{45,595) (40,915)
Payment of dividends and remuneration of other equity instruments:
-Acquisiton of treasury shares (Note 12.c)) {4,526) -
- Payment of dividends (Note 14.b}) {52,637) {42,570)
(57,363) {42,570)
Cash fiows from financing activities {102,958 {83,485)
*) Comesponds to the net movement on current account balances with CIE Automative Group companies, ie., including asset and liability

balances, arising from overall Group financing amangements.
24,  Contingencies
Contingent liabilities
The Company had not extended any guarantees or pledges other than those disclosed at 31 December 2017 and 2016 {Note 15).

25,  Director and key management compensation
a) Compensation paid to the members of the Board of Directors

Total compensation paid to the members of the Board of Directors has amounted to €3,916thousand (2016: €5,691 thousand). The
members of the Board of Directors received no compensation in respect of bonuses or profit sharing arrangements. Nor did they receive
shares, or sell or exercise stock options or other rights related to pension plans or insurance policies of which they are beneficiaries.

Additionally, during the year 2017, the remuneration based in the share’s value had completely been accrved, as explained in section
d) of this Note, and which will result, for some members of the Management Personnel, a total retribution of €16.5 million payable in
March 2018,

At 2017 year end, there is a balance receivable (at present value) of €303 thousand arising from other transactions with these related
parties {2016: €455 thousand), classified in current assets.

The Group has entered into no commitments relating to pensions or other types of complementary ratirement remuneration with senior
management personnel,
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b} Compensation and loans to key management personnel

The total compensation paid to key management personnel in 2017, excluding those included within the compensation paid to the
members of the Board of Directors, amounted to €2,547 thousand (2016: €2,037 thousand).

Additionally, during the year 2017, the remuneration based in the share’s value had completely been accrued, as explained in section
d) of this Note, and which will result, for some members of the Management Personnel, a total retribution of €10.8 million payable in
March 2078.

At 2017 and 2016 year-end, there is no balance relating to transactions with these related parties.

The Company has entered into no commitments related to pensions or other types of complementary post-employment benefits with
key management personnel.

() Article 228 of the Spanish Companies Act

In the duty to avoid situations of conflict of interest of the Company, during the exercise the administrators who have occupied charges
in the Board of Directors during have complied with the abligations foreseen in the article 228 of the restated text of the Law of Capital
companies. Likewise, both managing directors and their relatives have abstained from incurring in the suppositions of conflict of interest
foreseen in the article 229 of the above mentioned norm. No communication about direct or indirect conflicts of interest has been
notified during the current year to the Board of Directors.

d) Complementary longterrn incentive based on the increase in value of the shares of CIE Automotive, S.A.

During the General Shareholders' Meeting of 30 April 2014, a longterm incentive was approved, based on the increase in value of the
shares of CIE Automotive, S.A., in favour of the CEO and certain managers and other people owing to their special relationship with the
Group.

The incentive will consist of the payment of an extraordinary total remuneration proved of multiplying a maximum of 1,800,000 rights
by the increase of the market price of shares of CIE Automotive in the period 2013-2017, being its contribution base €6 per share and
the closing value will be the average of the market price of the last quarter of 2017, in the terms approved by the Shareholders' General
Meeting.

The individual assignment of these rights was determined in 2014 by the Company’s Appointments and Remuneration Committee and
their settlement will probably be paid once in cash on 31 March 2018 as a decision of the Group.

The incentive depends on two conditions:

. Interrupted continuity of beneficiaries’ services,
. The fulfillment of the objectives of Group’s Strategic Plan for 2013-2017, measured according to EBITDA levels (operating
profit plus amortization and impairment) obtained in the pericd.

The incentive conditions contain situations of early liquidation due to certain supervening causes.

At 31 December 2017 the estimated amount of that remuneration has resulted in an accrued expense in 2017 of €10,455 thousand (31
December 2016, €12,424 thousand). The liability is classified in Current provisions (Note 16).

26.  Transactions with CIE Automotive Group companies and related parties
The Company is the ultimate parent company of CIE Automotive Group {Appendix I).
The breakdown of the transactions conducted with CIE Automotive Group companies in 2017 and 2016 is provided below:

2017 2016
Services rendered (Note 18); 137,169 115,613
- Dividends received (Note 8) 46,474 30,000
- Comorate services (Note 18) 71,379 66,799
- Financial services (Note 18} 19,316 18,814
Interest:
- inferest paid (Note 20} 3,544 (3,046)

Closing balances at the 2017 and 2076 year ends derived from the transactions described above are set out in Notes 7.5, 7.6, 8, 9 and
15.b) above. Additionally, at 31 December 2017, the interim dividend agreed in Decernber 2017 is pending payment (Notes 14 and
15).
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A breakdown of moverments in non-current credit lines and loans granted to and received from companies of CIE Automotive Group in
2017 and 2016 is provided in Note 8.b) and Note 15.b).

In 2017, o provision was required for the impairment of loans granted to Group companies.

27.  Information on the environment

Environmental activity refers to any transaction, the main purpose of which is to minimize damage to the environment or enhance
environmental protection efforts. Because of its holding company structure, the Company is not materially exposed to environmental
risk.

The Company did not incur any expenses of an environmental nature in either 2017 or 2016.

The Company is not aware of the existence of any environmental protection related contingencies or liabilities and did not deem it
necessary to recognize any provision for liabilities or charges of an environmental nature,

28,  Auditor fees

The fees charged by PricewaterhouseCoopers Auditores, S.L. for the audit services of the Company’s accounts (including the
Company’s consolidated annual accounts) and other assessment services amounted to €184 thousand in 2017 (2016: €156 thousand).
Other assessment services different from audit fees have amounted to €27 thousand in 2017, and mainly refer to agreed upon
procedures related to covenant compliance, review of the Spanish SCIIFF report related to Internal Control Management on Financial
Information and verification of non<financial indicators.

Additionally, the accrued amount by other Group subsidiaries with PricewaterhouseCoopers Auditores, $.L. amounts to €40 thousand,
for the sarme services as aforementioned, and others refated to the verification of security measures in the processing of persanal data,
and other requirements based on the regulation of Biodiesel.

In addition, fees charged during the year by other firms that use the PricewaterhouseCoopers trademark for other services rendered to
the Company totalled €123 thousand (2016: €77 thousand).

29.  Events after the balance sheet date

In january 2018 the Group has acquired 100% of the shares of the brazilian company Zanini Industria de Autopegas, Lida. for a
purchase price of €120 thousand.
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CIE Beriz, 3L. (% (10 CIE Autpnnotive, 5.A. Halding compary Bizkaia 100:00%
Belgium Forge, NLV. (in liquidation) C'E Bemiz, S.L. Manwfacture of autonrotive components Belgium 100005
QO Udalbide, SA.L. CiE Beniz, S.L. Manufachure of a:tormotive components Bizkaia 100.00%
CE Mecauto, SALL O Berriz, S.L. Manufacture of automative components Alava/Araba 100.00%
Mecanizaciones de! Servecasur, SA. CE Berrz, S.L. Mearuacture of automative components AlavaAraba 120.00%
CGameleo Fabricacion de Componentes, SA. CIE Bemiz, S.L. Manufacture of aitomotive components Alava/Araba 100.00%
Grupo Componertes Vilanava, S.L. CIE Beniz, S.L. Manufacture of automactive components Barcelona 100.00%
Alureey, SAU (1) CIE Berriz, S.L. Manufacture of automotive components Bizkaia 100.00%
Componentes de Automecion Recytee, S.LU. CiE Beniz, 5L, Manu; far fve cormponents Alava/Araba 100.00%
Componentes de Direccitin Recylan, S.LU. CIE Besriz, S.L. Manufz of o orponents Navame g 100.00%
Nova Recyd, SAU. CIF Berriz, SL Manufacture of automoive components AlnvalAraba 100.00%
Recyde, S.A.U. CIE Benriz, 5.0 Manufacture of automative companents Gipuzkoa 100.00%
Recyde (Z, 5.1.0, GE Berriz, S.L. Manufaciure of zLtormative components Czech 100.00%
Republic
CIE Zdinioe, s.ro. CIE Beriz, 5.L. Manufacture of automotive components Czed;l 100.00%
Republic
Alasting Legutiano, S.LU. CiE Baniz, .. Mamufacture of actomotive component AlavalAba 100.00%
Egafia 2, 5. CIE Berriz, S.L. Manufacture of 2ulomative components Birkaia 100.00%
Inyectametal, S.A. {3E Berriz, S.L. Manuacture of automotive components Bizkala 100.00%
Cribelan Plistioos, S.A (JE Beniz, S.L. Manufacture of automoative companents Gipuzkoa 100.00%
Trnsformaciones Metalingicas Nomma, S.A GE Berriz, S.L Manufacure of automotive components Gipuzkoa 100.00%
Plasil Plésticos da Figueira, SA. (% CiE Berriz, S Manufacture of automntive components Portugal 100.00%
CIE Siratis-Tratamentos, Lida, Plasfii Pdsticos da Figueira, S.A. Mawdacture of artomobile components. Portugal 100.00%
OE Metal CZ, s.ro. CIE Bemiz, S.L. Manufacture of automaotive components Czech 100.00%
Republic
CIE Plasty (7, s.r.0. CIE Beriz, S.L. Manufacture of automative companents Czech 100.00%
Republic
CIE Unitpols Press CZ, a5, CIE Berriz, 5.1 Manufxctre of automative components Czech 100.00%
CIE Joarar, 5.r.0. CIE Berriz, S.L. Manufacture of autormalive compenents Czech 100.00%
Republic
GE Automotive Maroc, s.a.rl d'au(2) CIE Beriz, 5.1 Manufacture of atomative compenents Morocco 100.00%
CIE Praga Louswy, as. (%) Cit Beriz, S.L. Manufacture of avtomotive companents Crech 100:00%
Republic
Praga Service, s.1.0. CiE Praga Louny, as. Services ard inctaliations Czech Republic 100.00%
CIE Deutschland, Gmbl CIE Beriz, S.1. Services and instal .ations Gemany 100.00%
Lesz Valorizacidn, 5.1, idommant) CiE Beniz, 5.0 Waste management and recovery Bizkafa 100.00%
CE Compidgne, S.AS. CE Beriz, 5.1, Manufacture of actomative components France 100.00%
Autoraetal, S.A. (%) (7 CIE Bemiz, S.L. Manufacture of automative components Biazil 120.00%
Durametal, S.A. Autornetal, S.A. Manufacture of actomctive components Brazil 84.808%
Awiornetal SBC Injego, Pimtura e Cromacgio de Plisticos, Lida, (%) Autormetal, S.A Manufacture of automobile components Brail 100.00%
Autocremo Cramagad de Plésticos Lidz, ;mr:era! SBC Injeczo, Pintura e Cromagao de Manurfactse of automative components Brazil 100.00%
Plésticos, Lida.
Autorretal Irvestimentos e iméves, Lida. (% Aviometal, SA. Services and instz!ations Brazil 100.00%
Cescrap — Autometz! Comercio de Sucatas Lida, Autometal Ivestimentos e Imdvels, iicda Scrap business Brazi} 30.00%
Jardim Sistemas Auimativos e Industrials, S.A. Autornatal, SA. Manufachire of automotive components Brazhi 100.00%
Metalingice Nakayane, Lda. Autornetz], S.A. Manufacture of 2tamotive componerts Brazil 100.00%
CIE Autornatal de México, 5.A de CV. {*) (merged with \nmotiiara £ Puarte, CIE Bermiz, S.L Holding conpany Mexico 100.00%
$.A. de CV. duting 2016)
Pinturay Ersambles de México, SA e CV, Ciz Autoretal de Méoo, SA. deC V. arifactre of autorotive componens Mexico 100.00%
€I Celaya, SAPL. de CV. CiE Autometa! de Méxien, S.A, det-V. Marufacture of atomotive components Mexico 100.00%
Gescrap Audornetal de Mexico, SA. de CV. (%) CiE Avtometal de México, SA. de CV. Scrap business Mexica 30.00%
Gescrap Acrtornetal Mesdeo Servicios, SA. de CV. Cescrap Autornetal de Mesice, S.A.de CV. Services and instzilations Mexico 30.00%
Pintura, Estempado y Montaje, SAP, de CV. QF Autometal de Méxicn, SA.de CV. Marufactare of automotive companer’s Mexico 100.00%
Maquinados Autornotrices y Talleres Industrizies de Celaya, SA. de C V. CiE Autometal de México, SA. de CV, Menufactre of automative compones Mexico 100.00%
CiE Bemiz Médco Servicios Adminishatves, SA deCV. CGE Autometal de Mixico, SA. daCV. Sewvices and installations Mexico 100.00%
Nugar, SA.de CV. CIE Autoraetai de México, SA.deC V. Manufacture of augomative componests Mexico 10000%
Parcaser de Mexics, S.A de CV. CIE Autornetal de Méxica, SA de CV. Services anc instailations Mesico 100.00%
Servicat 5. Cont., Adm. Y Téerics, SA. de CV. CE Autometal de México, 5A. de CV. Services and instalations. Mesdco 100.00%
CIE Autbmotve, LISA Inc (¥ CiE Astometal de Méstiog, SA de CV. Services and Instaliations USA 100.00%
GiE Autorotive USA nvesiments C'E Autommotive, USA Inc Holding compary Usa 100:00%
Century Plastics, Lk CiE Autpmotive, LISA Inc afaciure of avtometive components LSA 100.00%
Centiiry Plastics Rea! State Holdings, LLC{1) Century Plastics, Lic Real state comparty SA 100.00%
Newoor, inct*) (1) {JE Automative, USA Inc Holding company s 100.00%
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Owosso Realty, LLC () Newcaor, Inc Real siate company LISA 100.00%
Corunna Reahy, Corp, [T) Newear, Ing Real state company LiSA 100:00%
Cliford Realty, Corp. (1) Newcor, Inc Real stte compatty UsA 100.00%
Machine, Toolsand Ciear, Ing (1) Newger, Inc Manufacture of aulomciive components UsA 100.00%
Rochester Gear, Inc (1) (9) Newear, Ing Manufactze of automodive components USA 100.00%
Participaciones Intemaricnales Autometal Dos, S.LU.%) CIE Beriz, S.L. Holding compary Bizkaia 100.00%
PIA Forging Products, S.LU. Participaciones Intermnacionales Autormetal Dos Holding company Bizkafa 100.00%

SLu.
Mahindra GIE Automiotive, Lid, (*)(12) Participaciones Intaracionales Autormetal Dos Manufaciure of sutomotive components india 51.38%

SLU.
Stokes Group Limited (%) Mahindra CIE Automotive, Lid. Manufix ture of aulomalive components UK 51.38%
Stokes Forgings Limited Stokes Group Lirted Manufacture of autorotive components: UK 51.38%
Stokes Forgings Dudley Limited Stokes Group Limfted Manufacture of eutomotive components UK 51.38%
Mahindra Forgings Europa AG (%) Mahindra CIE Automaodive, Lic. Holding company Gemnany 51.38%
Gesenkschmiede Schneider GrmbH Mahindra Fosgings Eutope AG Manufacture of automotive components Gemany 51.38%
Jecojellinghaus GmbH Mahindra Fargings Europe AG Manufacture of aulomotive components Germany 51.38%
Falkennoth Umfomtechnik GmbH tahindra Forgings Europe AG Manufacture of automotive componants Gemnany 51.38%
Schoneweiss & Co. GimbH shindra Forgings Eumpa AC Manufacture of automotive componeis Gemany 51.38%
JIE Galfor, SAU. (Y Mahindra CIE Automative, Lid, Manufacture of automotive companents Orense 51.38%
CIE Legazpi, S.ALL QEGalfor, SAL. Manufacture of aulomalive components Gipuzkoa 51.38%
LAB CIE LT Forge QE Galfor, AL Manufaciure of automative components Lithuania 5138%
Galfor Elica, S.L. GEGalfar, SALL Etediricity praduction and sake Qrense 1285%
Metalcasiello S.p.AL (*)6) QE Galfor, S.A.U. Manufacture of atfomotive components taly 51.38%
BillForge PvLL (% Mahindra CIE Autornotive, Lid, ianufacture of autamotive components Incka 51.38%
BillForge de Mexico 5 de RLde CV. BillForge PvLid Manufactre of aulormolive components Mexico 51.38%
BF Precision Pvi. Ltd. BillForge Pvt.Lid Weanuachure of automotive components Inchia 51.38%
Bionar Berantevilla, 5.LL. CIE Beniz, S.L. Biofuel production and sale AlavalAraba 100.00%
Biosur Transformacidn, S.LLJ. CIE Bermiz, 5.L Biofuei production and sale Huedva 100.00%
Coralube s.il, (*) (in liquidatior) CIE Beriz, S.1. Biafue! preduction and sale Maly 80.00%
Glyeoleo sl (domrarg Comiubes.rL Production and marketing of glycerine haly 40.80%
Biocombustibles de Guaternala, S.A. CEEBeriz, S.L Agrobictechnology CGuaternala 51.00%
CGiestitn de Aceites Vegstales, S.L. (%) CEBeriz, S.L. Marketing of famy oils adrid 88.73%
Recidado de Residuos Grasos, S.LU. Gestidn de Aceites Vegetales, S.L. Marketing of fatty oils Madrid 88.73%
Reciclados Ecoligioos de Residuas, 5..U. CIE Bariz, S.L. Marketing of fatty oils Alicante 100.00%
Recogida de Aceites y Grasas Maresme, S.L. UE Beniz, 5.1 Marketing of falty oils Bartelona 51.00%
Biodiesel Mediterminen, S.LU. {IE Beniz, S.L. Biofuel produdicn and sale Alicarte 100.00%
Denat 2007, 5.LU. QE Beniz, S.L. Manufacture of automative components Vigo 100,00%
Inchstrias Amaya Telierfa, 5.A.U. (it Bemiz, 5.L. Manufacture of automotive components Bizkaia 100.00%
MAR 5K, s.r.o. CIE Bemiz, 5.L. Manufactune of autemotive components Slovakia - 100.00%
Autocom Componentes Automoctivos do Brasil 1ida. CIE Beniz, 5. Manuk: ofa ' Braz? 100,00%
GAT Mésdico, SA de TV, CIE Berriz, 5.L. Manufactre of automative components Mexico 100.00%
Acvanced Cornfort Sysiems lbérica, S.LU. CIE Automiotive, S.A. Manufacture of automaotive components Orense: 100.00%
Advanced Comfort Systems France, SAS. (% CIE Aufomctive, 5.A. Manufacture of automative component France 100.09%
Advanced Comfort Systarms Romania, SRL. Advanoed Comifost Systerns France, S.AS. Menufacture of automotive companents Rornania 100.00%
Advanced Comfort Systerms Acdvanoed Comfort Systerns France, SAS. Manufacture of automotive components Mexico 100.00%
Mésdico, SA deC.V.
Advanced Comfart Systerns Shanghai Ca. L. Advanced Comfor: Systers France, S.AS, Manufacture of z.omotive components China 100.00%
SC CIE Matrieon, S.A. CiE Berriz, 5.L. Manufacture of automotive components Rornania 100.00%
CF Aukmctive Parts Shanghai} Co, Lid. CEBerr'z, 5.1. Manufacture of aitornotive compaonents Thina 100.00%
CIE Autornative Rus, LT CIE Berriz, S.L. Manufachure of automotive companents Russiz 120.06%
Giobal Daminion Access, S.A. (% CIE Auboenodive, S.A, Haoiding campary / Technoiogical Selutiors and Bizkzia 50.07%

Services
Dorinion: Idustry & Infrastruciures, S.L (%) Clobal Domirion Acoess, SA Technokogical Sotuiions ana Services Barcelona 50.00%
Desoiaba, SA de V. Dominion Industry & Infrastruchuees, S.L. Technological Solutions and Services Mesico 49.00%
&l Sabvador Soiar 1, 5.A.de CV. DSaminion Industry & Infrastctes, 5.0 Technological Selutions and Services El Sahadar 40.00%
£l Salvador Solar 2, SA.de C.V. Domninion Industry & Infrastructmes, S.L Tachnclogical Seolutions and Services El Salvadar 40.00%
Momtetux, SRL Dorminion Incustry & Infrastructures, 5.0 Technological Sclutions and Sesvices Dﬂ’nalcm 35.00%
Republic

Abasol S.PA, Darrtinion Indusiry & infrastructunes, 5.0 Technoiogical Sclutions and Services Chile S0.00%
RovelloS.PA. Dorninior: !ndusiry & Infrastructures, S.L Technological Solutions and Services Chile S0.00%
Pimentel 5P A Domiinion inclustry & Infrastuctures, S.L Technclogica! Selutions and Services Chile 50.00°%
Resinol S.PA Domintor: Industry & Infrastructures, S.L Technoiogicai Scltions and Sesvices Chile 50.00°%

Global Dominfon Access, SA. Technelogica! Sclutions ard Services Bizkaia 5001%
Domnion Snemgy Médco, S.A deCV. Dominior: Energy, S.LLL. i Mexico 50.00%
Domizion Centroamericana, S.A. Dorninior: Energy, S.LLUL. Technoiogica! Selutions and Services Fanama 50.01%

Darminion: Enaigy, 5.LLU. Technclogica! Sclutions and Services Zcuador 49.95%
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BAS Project Corporation, S.L Deminian Energy, S.LU. Technological Solutions and Sesvices Bizkaiz 8.42%
Daminion Instaiaciones y Montajes, S.AL. (9 Global Dorninion Acoess, SA. Technologicai Solutioess and Services Bizkala 51.01%
E.C.). Telecom Ibérica, S.A, Deminion Instzlaciones y Montajes, S.ALU. Technologica: Sofutions and Services Madrid - 5.01%
Imterbox Technology, S.L Pominion Instaiaciones y Montajes, SALU. Commercial sesvices Bizkaia 37.51%
Dorninion West Africa, 5. Cominion Instaiaciones y Montgjes, S.AU. Commertial services Bizkaia 50.01%
Daminion Honduras, S.RL Darninion Insta’aciones y Montajes, S.AU. Tedhnological Solutions and Services Honduras 49.01%
Daorninior: Investigacién y Desammalle S.LU. Global Dominion Access, SA. Techrological Solutions and Services Bizkaia 50.01%
Dominion Tecnoldgica, Lida. (former Haldgica Tecnolagta, 5.4 (%) Glabal Dominion Access, SA. Technological Solutiors and Serices Brazil 50.00%
Daorminion Insialagoes e Montagnes do Brasi! Lida. Dominion Tecroligica, Lida, Technological Solutions and Services. Brazil 50.00°%
Mexdcana de Flectrnica Indusirial, SA. de C.V. (%) Global Dominion Access, $.A. Technological Sohutions and Services Mexico 50.00%
Dominion Tecnologias de la Informacién, S.A. de CV. Mesiicara de Bedronica industrial, S.A de CV. Tedwnalogical Solutions and Services Mexico 50.00%
Dominion Baires, 5.4, Global Dominion Aocess, SA. Technological Salutions and Services Argentina - 47.51%
Daminian SPA Gilobal Deminicn Aacess, SA. Techno'ogical Soiutions and Services Chile 50.01%
Dominion Peri Solucicnes y Senvidcs S.A.C. Gilobal Daminicn Access, SA. Technoiogical Soluions and Services Peru 49.51%
Visual Line, S.L. Global Dominion Access, S.A. Technalogical Solutions and Services Bizkaia 27.51%
Sociedad Congesionaria Chile Salud Sigho (! S.A. Global Deminian Access, S.A. Techrological Sotutions and Services Chile 15.00%
Beroa Themmal Energy, S.L (%) Global Deminan Acoess, SA, Eolding company Bizkala 50.01%
Dominicn Global France, SAS {former Beroa France SAS Beroa Themnal Energy, 5. Industrial servioes France 50:01%
Steeloon Chimneys Esbjerg A% (%) Beroa Therrnal Enesgy, S.L Industria! solutions Denmark 50.01%
Steefoon Skwakia s.r.o Steelcon Chimney Esjherg AS Indlustrial selutions Slovakia 5001%
Dominion Global Py.Ltd Benoa Thermal Energy, S.L Industrial solutiens and services Aastralia 5001%
Beroa Corporation LLC (*) Beroa Thermal Energy, S.L Helding compary USA 50.01%
Commonweakth Dynarmics Inc (¥) Berna Corporatian LLC Industrial solutions USA 5001%
Commonwealth Power (India), Private Limited Commonwealth Dynamics Inc Industrial soiutions India 5001%
Commonwealth Dynamics Co. Lid, Commenwealth Dynamics Inc Industriai salutiors Japan 5001%
Commonwaealth Construcions Inc Beroa Corporation LLC Incustrial salutiors UsA 5001%
Conwonwealth Dynamics Limited Beroa Coporation (LC Industriai solutiors Canada 5001%
Comemonwaalth Power Chile, SPA (in liquidation) Beroa Corporation LLC Industrial saluticns (domant Chile 5001%
Imtemnational Chimney Corporation (¥) Beyoa Corporation LLC Indusirial solutions LSa, 5001%
Capital Intemational Steel Works, Inc. Intemational Chimney Corporation ndustrial solutions Usa 50.01%
‘memational Chimney Canada. Inc. Intemational Chimney Compomtion Indusirial solutions Canada 50.01%
Karvena International Chimneys LLC (8) Beroa Comporation LLC Industrial solutions USA 5001%
Beroa Ibéria S.A.(%) Beroa Thermal Erergy, S.L Inchustrial soiutions and services Bizkaia 50.01%
Dominion industry Mésdco, SA de CV. Baroa Ibéria SA. Industrial services Mexico 50.00%
Daminion industy de Argenting, SRL Beroa théra SA. !ndustria; servioes Argentina 50.01%
Altac South Africa Propietary Limited Beroa Ibéria 5.4, incustrial solufons Sauth Africa 50.01%
Dominion Philippines Inc, (1) Berca Ibéria S.A. Incustria’ solutions Philippines 50.01%
Chimneys and Refractaries Intem. SR.L (% Berca Thermal Energy, 5. IndiLstriaf solutions italy 45.01%
Chimneys and Refraciaries Intam, 5.P.A. Chimneys and Refraciries Intem. S.R.L Industrial solutions (dornant Chile - 45.01%
Chimneys and Refractaries Intern, Vietram Ca. Ud. (1) Chirmneys and Refractories Intem. SRL Inclustrial solutions Vigtnam 45.01%
Dominico-Jniseven Industrial Services Pvt, Ltd. Bema Themal Energy, 5.1 Idustriaf services India 25.51%
Dominior: Industry Arabia Co. Ltd (before Ref-actries & Crimneys Construction Beroa Therral Erergy, 5L Industrial solutions Sawcli Abin 49,16%
Co. Lida) (3)
Beroa Technoiogy Group GmbH (% Berpa Theamal Erevgy, 5L Holdirg company Gemany 50.01%
Karrena Betonan!agen urkt Fahnmischer GmbH (*)(r ligusdation) Beroa Technology Sroup GrmbH Construction and sale of cernent mixers (domat) Germany 50.01%
HTdndustrietechnik GmbH (in liquidation) Kamena Betonanlagen und Fahmischer GmbH Metal welding (dormarg) Gemany 2601%
Sierrum |mematioral Lid. Beroa Tachnology Group GirbH Irciustrial solutions idommarh UK 50.01%
Seroa NovoCO5 GrabH Beroa Technology Group Gmbl Industrial services Germary 50.01%
Berva internationz! Co LLC Bevoa Technology Groug: GirbH Irclustrial services Oman 35.0"%
Berca Refractory & Insuiation LLC Beroa Technology Grouz GmbH Inchustrial services United Arab 24.50%
Emirates

Beroa Nexais Company LLC Bema Technology Group G- Industriai services Catar 24.50%
Beroa Deutschland GrbH (%) Bemna Technology Group GimbH Industria! sclutions and services Germany 5C.01%
Cobra Carhon Gringiing, B.V..{1) Seroa Deitschland GrbH icustria! servioes Netherlands 2501%
Karena Corstrudion Thémigue S A Beroa Dewschland Gmbi- Industriai services (domant) France - 5C.01%
Beroa Polska Sp. Z oo Beroa Dewschlard Gmbi- !ndustrial solutions and services Poland 50.31%
Karrena Amiia Co. Lid. Berpa Detdschland Gmb- Incustrial solutions and services Saudi Arabia 27.51%
Beroa Chile Limnitada Beroa Deirischland GmbH Industrial senvices idomant) Chile 50.00%
Bunwitz Montzgeservice GmbH Beroa Dewschland GmbH industrial solutions and services Ciermany 50.01%
F&5 Feverfestbar: GmbH & Co KG Beroa Deusschland GmbH Industrial soiutions and services Gemmany 2549%
F&5 Beteliigungs GrbH Berva Deutschland GmibH Halding comparny Gemmary 25.51%
Beroa Abu Obaid Industrial Insulation Company Co. W.LL Beroa Deutschlang GmbH Industrial services Bahrain 22.50%
Giobal Near, 5. (% Global Dominion Access, SA. Helding compary Bizkaia 50.01%
Dominion Digital, S.L.U. (*¥4)(5) Global Near, 5L Technological soltions Bizkala 50.01%
Arrplifica Mexico, S.A. de CV. Armpliffica, S.LU. Tedhnological softiors Mexico 50.00%

52.-



CIE AUTOMOTIVE, S.A.

LIST OF SUBSIDIARIES AND ASSOCIATES

APPENDIX |

% effective sharehokding
of OJE Aunmotive
Company Parent Company Activity office Direct  Indirect
Global Ampliffica Penl, 5.A. (1) Amplifica, S.LU. Technology senvices Pen 49.51%
Acivanced Flight Systerns, S.L. Daminion Digital, S.LLU. Technclogical selutions Bizkaia 15.00%
Centro Near Servicics Financiers, S.L. Global Near, 5. Tedhnclogical sciutions Bizkaia 11.50%
DM Informdtica, S.A. de CV. Global Near, S.L. Technclogical sclutions Mexico 50.00%
Dominion Smart Innovation, S.A. de CV, (fommer Near Technologies Mexico, 54 Global Near, 5.1 Technological solutions Mexica 49,93%
deCV)
Bi'can Global Services, SL (%) Slobal Derninion Access, SA Holding compary Cantabria 50.01%
Evrologistica Dinecta Méwil 21, S.LUL Bilcan Clabat Services, S.L Commerial senvioes Mearid 50,01%
Tiendas Conexidn, S.LU. Bilcan Global Services, S.L. Commezcial services Cantabria 50.01%
Sur Conexidn, SLLU Bilcan Gilobal Services, S.1. Commescial senvices Cartabria 50.01%
Dominion Networks, S.L.L. Bilcan Glohal Services, 5.1 Technology services Madrid 50.1%
Dominior: Centre e Controi, 5.LU. Bilcan Global Sesvices, S.L. Techno!ogy services Madrid 50.01%
The Phone House Spain, S.L. (1) Clobal Dominion Acgess, SA. Technclogy services Madrid 50,01%
Connected World Sesvices Europe, S.LU. {1) Glabal Dominion Access, 5.A. Cormmercial sarvices Madrid 50,01%
Smant House Spain, S.LU, (1) Clobal Dorminior: Access, S.A. Commercial services Madrid 5001%
Autokomp Ingenierfa, SAU. (% CIE Autornctive, S.A. Services and insiallations Bizkala 100.00%
Farjas de Celaya, S.A. de C.V. Autokomp Ingenieria, SALL. Manufaciure of automotive components. Mexioo 100.90%
Nanjing Automotive Forging Co., Ltd. Autokomp Ingenieria, SA L. Manufacture of automotive companenis China - 50.00%
Componentes Autamaotivos Taubats, Lida. () Autokemp Ingenierfa, SALL Holding company Brazit - 100,0%
Auroforas, Lida Companentes Automativos Taubaté, Lida. Manufacture of automotive componests Brazil 100.00%
(1} Companies added to consolidation scope in 2017 together with their subsidiaries.
2 Merged in 2016 with CIE Hispamoldes Plastiques, s.a.rl. dau

(3 The shares of Refractories & Chimneys Construction Co. Ltda. are 17% owned by Chimneys and Refractories intem. S.R.L. and 83% by Beroa Technology Group

GmbH, the group owning a total stake of 49.16%

2] Previously Near Technologies, S.L.

() Ampliffica, S.L.U. merged in 2016 with Global Ampliffica, S.L.U. by reverse merger
© Merged in 2017 with Mahindra Gears Global, Ltd. by reverse merger

(] Merged in 2017 with Naturoil Combustiveis Renovivets, 5.4,

8 Merged in 2017 with Karrena Intemational LLC, Lid. by reverse merger

@ Merged in 2017 with Deco Engineering, Inc.

(10, Merged in 2017 with Grupo Amaya Tellerfa, 5.LU. and GAT_STAFF with accounting effects of January 1, 2017

{11 Merged in 2017 with Alfa Deco, S.A.U.

{12) Merged in 2017 with Mahindra Forging Global ,Mahindra Forgings Intemnational Limited, Crest Geartech Ltd and Mahindra Gears Transmission Private Ltd.
* Parent of all investees listed subsequently in the table.
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CONSOLIDATED BALANCE SHEETS AS AT 31 DECEMBER 2017
PREPARED UNDER INTERNATIONAL FEINANCIAL REPORTING STANDARDS (IFRS-EU}

{Thousand euro}

ASSETS

Non-current assefs

Property, plant and equipment
Goodwilt

Other intangible assets
Non-current financial assets
Investments in associates
Deferred tax assets

Other non-current assets

Current assets

Inventories

Trade and other receivables
Other current assets

Cument tax assets

Other current financial assets
Cash and cash equivalents

Disposal group assets dassified as held4orsale

Total assets

APPENDIX It
At 31 December
2017 2016
1,271,158 1,166,742
1,303,403 1,240,169
66412 56,837
17,701 10,560
15,018 11,799
231,069 234,499
16,412 11,738
2,921,173 2,732,344
450,218 355,349
610,337 477,886
16,007 11,901
96,616 62,873
89,444 57,088
289,448 372,550
1,552,070 1,337,647
6,620 6,746
4,479,863 4,076,737
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CONSOLIDATED BALANCE SHEET AT 31 DECEMBER 2017
PREPARED UNDER INTERNATIONAL FINANCIAL REPORTING STANDARDS (IFRS-EL)

(Thousand euro)

EQUITY

Capital and reserves attributable to the parent company s shareholders

Share capital

Treasury shares

Share premium

Retained eamings

interim dividend
Cumulative exchange differences
Non-controlfing interests
Total equity

Deferred income
LIABILITIES

Non-current liabilities
Non-current provisions
Non-current borrowings
Deferred tax liabilities
Other non-current liabilities

Current liabilities

Current borrowings

Trade and other payables

Other current financial liabilities
Current tax liabilities

Current provisions

Other current liabilities

Disposal group liabilities classified as held-forsale

Total liabilities
Tota! equity and liabilities

APPENDIX Ii

At 31 December

2017 2016

32,250 32,250
{4,526) -
152,171 132,171
808,578 647,826
{36,049 {25,800)
{137,967) (44,470)
522,456 501,329
1,336,913 1,263,306
14,819 14,406
153,894 147,108
982,247 1,015,899
85,480 87,207
93,206 104,616
1,314,827 1,354,830
242,642 215,084
1,218,008 957,004
8,842 14,898
111,488 72,154
64,480 21,474
165,989 161,828
1,811,539 1,442,442
1,765 1,753
3,128,131 2,799,025
4,479,863 4,076,737
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CONSOLIDATED INCOME STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017
PREPARED UNDER INTERNATIONAL FINANCIAL REPORTING STANDARDS (IFRS-EU)

(Thousand eurc)

OPERATING REVENUE
Revenue
Other operating income
Change in inventories of finished goods and work in progress
OPERATING EXPENSES
Consumption of raw materals and secondary materials
Employee benefit expense
Depreciation and amortization
Other operating income/(expenses)
OPERATING PROFIT
Finance income
Finance costs
Net exchange differences
Change in fair value of assets and liabilities taken to income statement
Share of profitf{loss) of associates
PROFIT BEFORE TAX
Income tax
PROFIT FOR THE YEAR FROM CONTINUING OPERATIONS
LOSS FOR THE YEAR FROM DISCONTINUED OPERATIONS
PROFIT FOR THE YEAR

PROFIT ATTRIBUTABLE TO NON-CONTROLEING INTERESTS
PROFIT ATTRIBUTABLE TO SHAREHOLDERS OF THE PARENT

Eamings per share from continuing and discontinued operations attributable to shareholders of
the parent (expressed in euro per share)

- Basic eamings per share:
From continuing operations
From discontinued operations
- Diluted eamings per share:
From continuing operations
From discontinued operations

APPENDIX 1l

Year ended
31 December
2017 2016

3,855,787 2,967,002
3,724,458 2,879,042
107,546 80,715
23,783 7,245
{3,479,609) (2,687,676)
{2,155,069) {1,619,033)
(776,123) (631,723)
(154,238) (128,144)
(394,179) (308,776}
376,178 279,326
23,317 10,351
{64,966) (42,841)
{11,421) 2,053
1,109 1,122
9,252 1,244
333,469 251,255
(75,236) (49,485)
258,233 201,770
77) {11,567
258,156 190,203
{42,748) (27.853)
215,408 162,350
1.67 1.26
1.67 135
0.00 {0.09)
1.67 1.26
167 1.35
0.00 0.09)
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1. CIE AUTOMOTIVE GROUP

1.1 Profile of the Group

CIE Automative (from now on, “CIE” or “The Group*, interchangeably) is an industrial group specialist in high value-added processes,
which develops its activity in two business areas: automotive components and applied innovation.

The business of automotive components encompassed the design, production and distibution of integral services, components and
sub-assemblies for the global automotive market. This is CIE Automotive’s main activity since its foundation.

The business of applied innovation consists on the digitalization of the productive activities of the clients to increase its efficiency by
means of a wide offer of solutions and technological services. This activity depends on Dominion, CIE Automotive's subsidiary since
2011,

1.2 Mission, vision, and values
Mission

We are an Industrial Group specialist in management of high value-added processes:

*  We have devoted this concept of being a supplier of components and sub-assemblies for the global automotive market, with an
action based on the utilization of complementary technologies and diverse associate processes,

*  We apply this conception in the management, with an overall view in all the phases of the chain value.

We grow on a sustainable and profitable way to position ourselves as partner of reference across the satisfaction of our clients with
integral, innovative and high value-added competitive solutions.

We look for the excellence on the following commitments:

The continued improvement of processes and its efficient management.

The promotion of participation, implication and teamwork in a pleasant and sure environment.
The transparency and integrity in all our actions.

Respect for the environment.

Vision
We aspire to be an:
¢ Industrial Group of reference specialist in high value-added processes.
Become the example of a socially responsible company by our commitment to:
¢ People and their fundamental right.
s Environment, encouraging initiatives to promote greater environmental responsibility
s Value creation
¢ Collaboration with stakeholders
® Excellence in management
We intend to be:
= A reference within the chain value regarding quality, technology and services.
» A reference within eco-innovation and eco-design.
Values
People:
e Respecting their fundamental rights.
»  Providing fair working conditions.
* Encouraging
Their initiative, creativity and innovativeness;
Participation and tearmwork;
Their capability to attain goals and create value;
Positive attitude to change and continuous improvement.

0O 0O 0 ©
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Environment:

* Maintaining a precautionary approach.

e Working to minimize any negative impact.
Transparency in management:

» Promoting responsibility, integrity and commitment to a job well done.
* Making public clearly all relevant data of our activity so that they are known and understood.

Stakeholders:

¢ Promoting honest relationships.
e Respecting their rights.

Legality:
¢ Respecting national and intemational standards.
Honesty, faimess and integrity are the foundation of our values,

1.3 Business units

Automotive components

CIE Automotive is a supplier of completeness services, components and sul-assemblies for the automotive market,

The Group develops all its line of products across seven basic processes or technologies: forging, machining, aluminium, stamping,
plastic, iron smelting and painting. With them, components and sub-assemblies are made for all the parts of a vehicle, such as: engine
and transmission, chassis and sets of direction, and exterior and interior of the vehidle.

The customer portfolio is divided into two big categories: vehicle "s manufacturers (OEMs) and suppliers of the first level (TIER 1). Both
categories represent approximately, to equal parts, 50% of total sales.

Since its creation, the company has been gaining managerial volume in a sustainable way thanks to a unique business model, capable
of avoiding adverse economic cycles and of increasing the profitability for its shareholders every year.

Five differential features support CIE Automotive's business:

*  Multiocation
Diversification
Multitechnology
Investments control
De-centralised management

Applied Innovation

The Group develops an independent and independent project of innovation applied through its subsidiary Dominion.

Dominion is the multisectorial Smart Innovation group of CIE Automoetive. lts mission is to make productive processes more efficient,
either through the complete outsourcing of the same or by the application of solutions based on specialized technologies and platforms.

In the case of services, Dominion focuses its activity on the development of powerful technological platforms to improve the quality and
efficiency of the benefits given by its resources. For this, it collects a multitude of data that are treated in control centers that allow
optimizing the management of a multipurpose force and guarantee high levels of quality and safety in the workplace.
In the case of solutions, knowledge of the client and the sector are key. Dominion makes productive processes more efficient by
applying technology contributed by its partners or developed internally. If you add Dominian's financial knowledge and experience in
managing complex projects, you can offer complete EPC solutions. It is what is called a 360° solution.
Dominion conducts business through two operating segments: Services and Solutions:
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Differentiating factors

Dominion develops its mission based on a model oriented to the creation of value called Smart Innovation and that is based on four
dimensions, very similar to those that have supported the success of its CIE Automotive matrix. These four dimensions wouild be the
foliowing: Technological focus, Decentralization, Diversification and Financial discipline.

2. EVOLUTION OF THE BUSINESS
2.1 Summary of the year

Europe:

This is CIE Automotive’s main market. The Group has 42 manufacturing facilities (two of which are multitechnology) in eleven
countries: Spain, France, Germany, Italy, Portugal and the UK in Westem Europe and the Czech Republic, Lithuania, Romania, Slovakia
and Russia in Central and Eastem Europe. It also has one factory in Morocco.

CIE Automotive's European plants have increased their tumover by 15.0% thanks to the high level of recruitment and the start-up of
new projects. Traditional market plants maintained their dynamism, with an EBITDA of 16.4% and EBIT of 10.6%, while the Mahindra
CIE recovered the operational nomality and confidence of their customers, significantly improving their margins to reach a EBITDA of
13.4% and EBIT of 9.0%.

NAFTA:

CIE Automotive has production centers in 15 locations in Mexico and the U.S., which serve the light-vehicle NAFTA market and, to a
lesser extent, Brazil, Europe and Asia, Its evolution is the most profitable of the group and its growth potential, one of the largest in the
world. During 2017, the group reinforced its presence in the U.S. with the purchase of the American company Newcor. It also began
production in Mexico of stamped and assembied components for electric vehicles, as well as growing in stamped products for brake
systems.

Asia:

CIE Automotive has 21 plants in Asia (one of them multitechnology). The presence of the Group in India comes from the alliance with
the Indian group Mahindra and Mahindra Ltd., which gave rise to the Mahindra Group CIE. India is one of the development engines of
the region and China, the world's leading car producer. Currently, CIE Automotive has a productive capacity in 21 [ocations, 18 in India
and 3 in China.

With the integration of Bill Forge's Indian plants and new projects in China (especially Nanjing forging), CIE Automotive continued to
increase its margins. The group hopes to continue to improve its results on the continent, given the significant growth of these countries.

Brazil:

The 12 Brazilian piants of CIE Automotive (three of them multitechnology} are focused on the manufacture of plastic components,
stamping, forging, iron casting, aluminium injection and machining, being especially competitive in technology of Plastic, body-color
paint and chrome. In Brazil, one of the key markets in recent decades for its projection, the company has productive centers in 12
locations. The position of CIE Automotive has been consolidated in recent years despite the plight of the country, partly because of the
closure of a muititude of iocal suppiiers, who have not been able to survive the crisis. It is worth mentioning the opening of a new line
of paint on the CIE Autometal headband.

Solutions & Services:

The most refevant milestones on the evolution of Dominion's business would be the following:

Consolidation: Throughout the ongoing projects have been successfully completed, strengthening the perception of Dominion, by
customers, as a highly reliable company. In parallel, the integration of the companies acquired in 2016 has been completed,
reorganizing their activities around the Dominion Divisions and, ali this, always maintaining a permanent focus of control and
improvement of the margins of the projects or services provided by the Group.
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Fulfillment of objectives: all this has made it possible to advance in line with what was expected in the different objectives set out by
Dominion in its medium-term guidance, both in ferms of results and balance sheet balance. It is also worth mentioning the acquisition
of The Phone House, the leading Spanish distributor of multi-operator telecommunications services, which reinforces Dominion's offer
in the B2C field. Likewise, the syndicated loan subscribed in 2016 has been renewed, achieving not only the extension of the same, but
also significant economic and term improvements.

Sowing for the future: with a differential offer in the field of industrial maintenance, based on the proven ability of Dominion to create
digital platforms aimed at making the process and the different resources involved more efficient and obtaining the optimal "ticket". On
the other hand, Dominion has also focused on taking advantage of cross-selling opportunities derived from its great diversification: a
wider and more complete offer, a comprehensive and modular proposal for the digitalization of the industrial world and transfer to the
B2C wold the experience in B2B.

2.2 Financial indicators:

CONSOLIDATED GROUP:

(Thousand eurc} 2017 2016
Consolidated revenue 3,724,458 2,879,042
Gross operating profit/{loss-EBITDA 530,416 407,470
Net operating profit/{loss-EBIT 376,178 279,326
Profit/{loss) before taxes cont. act.-EBT 333,469 251,255
Profit/{oss) for the year cont. act. 258,233 201,770
Profit/{loss} on discontinued operations (77 (11,567)
Profit/{loss} attributable to non-controlling interests (42,748) (27,853)
Profit/(loss) attributable to parent Cormpany 215,408 162,350

Business performance:

Once again, historical record of sales, EBITDA and net result. Sales grow 29% over the same period of the previous year, EBITDA 30%
and net result reaches 215 million euros, 33% more than in 2016.

2.3  Predictable evolution of the Group

In 2017, CIE Automotive has continued to develop its activity according to the lines outlined in the strategic Plan 2016-2020, which
envisaged doubling the net profit via organic growth, sumpassing the 260 million euros in 2020 and allowing a Remuneration to
Shareholders of more than 300 million euros over the period.

Thanks to the good results obtained in 2016, the CIE Automotive Group has indicated during 2017 that it will advance to 2019 the
commitment to double the net profit in five years, as it was announced in the General meeting of shareholders held on May 4, 2017.

Market backdrop

2017 has been a very positive year for the automotive sector, with the exception of the US. America, with gratifying prospects in
Europe, Southem Asia, the Middle East/Africa, South America and China. Worldwide production of vehicles in 2017 reached 95
million units, production slightly higher than the initial forecast of the year, representing a growth of 2% aver the production levels of
2016.

Global sales also grew 2% to 94.43 million units. The Chinese market, with a volume of 28.5 million (2% more than in 2016)
continues to be the great driver of this year-on growth. However, sales in the Uinited States, even with the nositive effect on the sales of
Hurricanes Harvey and lrma, experienced a decrease of 2%, to be placed in 17.2 million units. In addition, sales in Mexico had a
decrease of 4%, after 3 consecutive years of relevant growth, to be located in the 1,530,000 of units. Finally, Furope continues to
recover from previous years, with an annual growth of 4% until reaching the 20.4 million of units sold.
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Trends in the vehidle industry

The vehicle industry is being shaped by a series of trends that are destined to have a significant impact on the automotive parts industry:
- Electric vehicles

Autonomous Driving (A.D.)

Industry 4.0

Dominion in its environment

Dominion's activity depends fundamentally on the dynamism of the economy in the different sectors and geographical areas in which it
operates. Given that it is a global supplier, its evolution is marked by the evolution of the world economy.

By 2018, expectations are very positive in all sectors and geographies, in line with the economic expectations that, in a generalized
manner, reflect the forecasts published by the most recognized economic institutions.

There are in particular three factors that significantly help reaffirm this growth potential:
- Development of cross-selling or cross-selling.
- The Service must be the continuation of the borrowed Solution.

- Transversality, understood as the ability to bring best practices in the optimization of a process from one sector to ancther, such as the
ability to expand the services that could be provided by the same plant.

In a broader scope, it should also be noted that the medium term Guidance of the Dominion is expected to reach a tumover of 1,000
million euros and improve the company's main profitability ratios by two points.

24  2016-2020 Business Plan

Last year, CIE Automotive unveiled its new 2016-2020 Business Plan to the market, undertaking to double net profit to over €250
million within five years' time by means of organic growth.

Lines of initiative
CIE Automotive has pledged to pursue the following lines of initiative and deliver the targets associated with each:
a) Organic growth;
The Group marks a series of growth objectives derived from the increase in the presence in markets and custormers, through

the realization of greenfield projects, that is, the creation of new plants or expansion of existing facilities.

b) M&A-led growth:
The plan plans to integrate new companies, which will report around 1 billion of additional billing (700 million euros in

automotive and 300 million euros in Smart innovation), maintaining a DFN/EBITDA ratio of less than 2 at the end of the
petiod.

In this line, CIE Automotive's automobile business signed a contract for the acquisition of the total share capital of the
Americar company Newcor in March 2017 (see section 1.3.2. Economic results) and was made with almost all the share
capital of its Brazilian subsidiary Durametal.
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Sustainability

The 2016-2020 Business Plan includes the initiatives contemplated in CIE Automotive's Corporate Social Responsibility Plan,
embracing the action pians envisaged in the 2015-2018 Sustainability Plan.

This plan sets the following targets:

Supporting CIE Automotive's Business Plan and mitigating reputational risks.
Enhancing the Group's CSR pasitioning.

increasing non-financtal information controls and security.

Responding appropriately to customer needs in the CSR area.

Capturing new talent to facilitate growth.

Mitigating supply chain risks,

Responding to good govemance regulatory requirements and recommendations.

Based on CIE Automotive's current level of readiness and prioritisation in terms of their impact on the organisation, the following
initiatives were undertaken in 2017;

Consolidation of CIE Automotive's ethical framework to ensure knowledge, follow-up and compliance with the Group's
standards of conduct in all countries where they are present, with the distribution throughout the organization of the Code
of Conduct approved in December 2015 and recalling the existence of an ethical channel (channel of complainis).
Commitrment of all plants with the hurman rights policy of CIE Automotive.

Inclusion in the web of certain corporate policies that are faculty of the Council to guarantee the fulfilment of the law of
companies of Capital and to reinforce thus the nommative framework of CIE Automotive.

-Systematization of the process of identifying the expectations of the groups of interest and alignment with the particularities
of each of the geographical areas in which CIE Automotive has a significant presence and its business strategy. Therefore, in
2017 an analysis of materiality has been carried out.

-Consolidation of the fiscal strategy and the associated reperting model, which allows the board of directors to ensure the
proper functioning of the fiscal compliance function, which will result in the mitigation of tax risks.

Integration of ESG (environmental, social and govemance) risks in comorate procedures related to supply chain
management with a twofold objective: effective management of social and environmental risks of suppliers and risk
management Reputation associated with them.

-First steps to establish an eco-efficiency Plan, including a follow-up model with specific plantfevel reduction targets and a
reporting system for this information that will enable you te track your performance,

-Global collection of donations and contributions to the Community camied out in all the countries where CIE Automotive
is present, thus helping to reinforce the social action management model.

Other lines of initiative are in the process of implementation; they are related to integrating ESC criteria into the growth, employee
training, risk identification and management efficiency processes, among others.

3. QUALITY AND ENVIRONMENT

The Group CIE Automotive, as company with vision of future, in correspondence with the principle of sustainable development, is
permanently committed with respect to the environment in all its activities. This commitment, clearly explicit in its declaration of
mission, vision and values, is fully integrated in their management model.

The Group supports his bet for being kept as leader of ecodesign of products for the market of automotive, in the same way that
Dominion is a bet decided on the sustainability and for promoting businesses that try an improvement of different aspects the reduction
of the environmental fingerprint and consumptions of matters of the companies for that it develops projects, as well as a major job safety
and the support to the social development in the zones in which it has presence.
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The Group works to support the necessary balance between its industrial activity and its environment. With our attitude of systematic
review, we manage to anticipate and to minimize the environmental impact of our activities from the design of the product. Likewise,
our knowledge about productive processes allows us to decide on what aspects we must focus our efforts to optimize our consumption
of raw materials, energy, water, etc.

CIE Automotive has a last generation system of recycling what allows to re-use internally, like example, thousands of tons of shaving
aluminium proceeding from the processes of machining, for the smelting of new pieces or also the scrap, raw material for the fusor
towers,

The water is other of the resources with a more intensive use in the production of pieces that need the processing of materials at high
temperatures. CIE Automotive has own facilities for its treatment and recovery in different qualities to reduce to the maximum its
spillages.

Last generation produds with sustainable vocation

CIE Automotive does not bet only for the sustainability in its processes, its commitment is also implicit in its products in which is
working for the substitution of metallic materials for plastic substitute, which lightens the weight and in consequence, reduces the
consumption of the engines. The Group continues investigating the management of the fluids in the envirenment of the engine to meet
with the protocols of gas emission 1o the atmosphere.

In this respect, there are projects underway to develop eco-efficient pieces of engine as the lid of butt with a system of blowby gas of the
combustion,

The sustainability in CIE Automotive "s business

CiE Automotive contemplates the goal to tum into paradigm of the sustainability into the sector of the automotive. This market is going
to face serious challenges in the future as the progressive incorporation of ecological engines as response of the increase of the oil price
and the increase of the environmental requirements in the cities. In these new engines, CIE Automotive has much to contribute.

The organization is constantly working within each of its plants to improve different aspects such as reducing the impact on the
environment, increase security in work and social action support in those most disadvantaged areas.
Continuous improvement

Each year, CIE Automotive adds new companies to its fold, making it increasingly important to be able to convey our best practices
wherever they are needecl.

Our ability to improve continuously goes beyond the borders of each company and technology class (aluminium, stamping, machining,
eic.,) and is crucial to the transfer of best practices.

The basic indicators in this respect are clearty trending in the right direction, indicating that this process is very much alfve and well in
all areas of the managerment effort.

Certifications
All of CIE Automotive's factories are certified under the ISO/TS standard that is mandatory in the automotive market.

Itis a requirement in the Automotive market that the entire supply chain be certified by a third party, an independent certification body,
in keeping with the standards laid down by ISO/TS 16949 and 1SO 14001.

CIE Automotive goes beyond this requirement by additionally committing to certifying all its factories under the OSHAS 18001 health
and safety standard, as is enshrined in its triple certification pledge which is applied to all the new companies it brings on board.

The table below outlines the certification status of the Group's plants on these three fronts:

Certification CIE plants Certified factories %

ISO TS 16949 86 86 99
1SO 14001 86 73 85
OHSAS 18001 a6 45 52
ISCC (*) 1 1 100

(*) Intemational Sustainability and Carbon Certification
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Recognition
CIE Automotive received a series of prizes in 2017, having been named best supplier by several leading QOEMs.

These prizes endorse and raise the visibility of the work performed by everyone comprising CIE Automotive, motivating us to forge
ahead with our continuous improvermnent and customer satisfaction efforts.

Key customer awards:

s Ford, “Best Supplier” to CIE Jardim Sisternas

¢ PSA « PSA Best Plant 201 7» award to ACS Ibérica, CIE Compiegne and CIE Norma

e General Motors has distinguished us as*Supplier Quality Excellence Award” in the following plarts: PEMSA Celaya in
America, “Operational Excellence” to CIE Autometal Diadema y “Quality Excellence” to Bill Forge.

e Renault “Best Quality Improvement” to ACS France

¢ Siemens “Zero Defect Quality Culture” to MCIE Gears

4, HUMAN RESOURCES

CIE Automotive is aware that its human capital is the base on what to construct its strategy and the management key of the success of
the Group.

CIE Automotive is formed by a great team close to 30,000 pecple, with a continued growth, and to be facing always new challenges,
have tumed us into an organization:

®  Dynamic, innovative, orientated to the change and in constant improvement.

e Plural, where there have content people with all academic levels and experience, from newly titled to the most
experienced,

e Formed for people with passion for leaming, creating and innovating, looking always for a better way of doing things. For
this, people are our major assets. They are those who lead the change, assuming his vital and professional project. In
consequence, we promote the Professional Development in our organization with perscnalized career plans at all the
levels.

s Bets on the Permanert training and adapted to our programs of development.

The Group CIE Automotive is characterized by the importance granted to people in the company. Their growth, professional and
personal developments are key for us. We consider the formation and the development to be one of the Props of the Company and a
basic process in the management of the Human Resources.

Because of it, we have a Professional Development Program (PDP) in which the Formation and Evaluation is an essential tool to
advance towards our Vision,

Through the Professional Development Program, the Group offers all the tools and possible opportunities of professional growth to its
employees, and this one is alsc the axis around which revolves the Model of Persons' Management, with which are defined profiles
and skills of its staff, it is evaluated the management of the executives, controls and technical staff, simultaneously the areas of
improvement and the career plans and formation are designed.

Once again, in 2017, the Group undertook numerous training initiatives, providing over 610,000 hours of training in the Automotive
business. These activities were analysed continually to ensure strict control over quality and check their effectiveness. The knowledge
acquired by course participants is not only evaluated during the courses but also subsequently, on the job, when a second check is
perforrmed to verify application of the concepts leamed.

In this way, the training work promoted by CIE Automotive has aiways the guarantee to be aligned not only with the staff needs, but
also with the organization objectives,
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Zero Risk

An industrial activity like CIE Automotive needs to observe the most demanding procedure of prevention of labor risks. The Group
demonstrates this priority through one of its goals of quality, that of zero accidents.

In 2017, as in previous years, the area of Prevention of Labor Risks has stood out for its formative and prevention effort in areas such as
the safety and ergonomics, with special focus on high-Jevel training for the middle management in which was given numerous hours of
class organized in diverse courses.

At the same time it has been kept a strict intemal audit of the systems of management of labor risks in the plants, observing some
standards over the legal requirements established by the authorities. The same level of exigency has been applied at the moment of
valuing, coordinating and certifying the contracts and auxiliary companies that have access to CIE Automotive's facilities, considered in
this respect with the same responsibility toward prevention of risks as any other member of the Group.

CIE Automotive’s plants have continued developing its own plans of prevention of [abor risks, main tool and of proven efficiency, to
observe the fulfillment of the corrector actions, of reduction of labor accident rate and optimization of the preventive actions.

This host of initiatives translated into growth in the number of the Group’s plants certified under the OSHAS standard (to 45),
evidencing the commitment to the prevention of accidents in the workplace and the effectiveness of its strategy in this area.

As every year, CIE Automotive continues taking part actively and is a distinguished member of one of the more important associations
and forums dedicated to the prevention of fabor risks, as the Forum Guip(izcoa of Prevention of Labour Risks (ADEGI) or the Committee
of Prevention of the employer from Alava/Araba (SEA).

Internal communication

in the same way CIE Automotive supports a transparent communication with the sector, the authorities and the company, internally it
has different tools that allow, not only to transmit the news and relevant facts of its activity between its own personnel, but to share a
corporate common culture, based on the same values and aims, as well as the best practices.

Not only through satisfaction surveys, tool that allows the direction to know the efficiency of the policies developed in different areas,
but also through the Portal CIE Automoctive, that continues being a fundamental element for the internal communication, and an
internal magazine “Noticias”, which provides every six months the innovations of the company, the company has supported its effort
for having all its professionals informed about its activities of training, new techniques and technologies, as well as on the intemational
experience of the Group.

Number of employees
The number of employees of the group CIE has doubled in the recent years, being the numbers to closing of each exercise:
[ 2010 i 12,352 |
| 2011 | 14,335
2012 16,284
2013 18,435
2014 23,528
2015 22,820
2016 } 26,083
[ 2017 | 30,961 |

The distribution of sexes is, to the closing of 2017:

Men | 82%
Woman | 18%
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5. OTHER NON FINANCIAL INFORMATION

The information contained below gives response to Royal Decree-Law 18/2017 transposing the non-financial information directive and
is part of the management report that accompanies the consolidated annual accounts of CIE Automotive, S.A. corresponding to exercise
2017.

The risks identified here, as well as the controls and policies developed for its mitigation, are the basis on which the Annual Report
published on the corporate website of CIE Automotive, S.A. is produced.

Thus, the annual report is part of the results illustrated in the information presented here for, in accordance with the materiality defined
therein, to carry out in-depth development of the different relevant aspects.

5.1 CIE Automotive’s business model

CIE Autormnotive is a supplier of components and subassemblies for the global automotive market, with a performance based on the use
of complementary technologies and various associated processes, specializing in the management of high value-added processes.

Honesty, fairness and integrity are the basis of the values on which CIE Automotive's activity is based and the axis of its sustained and
profitable growth.

CIE Automotive develops its component and subassemblies manufacturing activity in 17 countries from seven basic processes or
technologies, which sells both to automotive manufacturers (OEMs) and to world-class component Industries (Tier 1) worldwide.

Since 1996, the Group has heen growing and increasing profitability for its shareholders vear after year thanks to a business model
based on five pillars: multilocation, commercial diversification, multitechnology, investment discipline and decentralized management.

5.2  Risk identification process

In order to identify the topics to be discussed in the Annual Report, an analysis of materiality has been devejoped with the advice of an
independent external firm (Deloitte), in which environmental, social and good Govemance (ESG) issues have been identified more
Relevant to the automotive business and its interest groups by consulting internal and external sources.

The analysis of materiality carried out has also served to evaluate the strategic Plan of RSC 2015-2018, taking into account the topics
currently relevant to CIE Automotive and its external context, with the objective of verifying that it is still warking in the Right direction.

The analysis of materiality has been camied out in two phases:
1st phase: extemal and intemal analysis of the hot topics in ESG matter
This first phase was aimed at determining those issues relevant to CIE Automotive and its interest groups in ESG matters,

Externally, we analyzed the hot topics in the media, the best practices of the sector, the requirements of the main clients, the revision of
the objectives of sustainable development (ODS) and the information required by the CSR analysts, as well as the Updating GRI
reporting Standards.

intemally, we assessed the follow-up to the 2016-2020 sirategic Plan, the Code of Conduct, the policies of anti-corruption and fraud and
Control and risk management, the documentation on supply chain management, as well as the Annual Report of 2016.

Phase 2: Prioritization of relevant topics

For the prioritization of the objective results, the external level was counted and weighted the number of times that were published the
topics refevant to the interest groups, while at the internal level CIE Automotive organized a work workshop in which The directors and
managers of the European plants participated as well as the members of the CSR Transversal Committee, where the refevarnt topics
identified in the first phase were valued. 21 relevant topics were scored on the basis of two scales: the importance for CIE Automotive
and the level of management that today has.

Materiafity matrix
As a result of these two phases, an array of materiality has been obtained in which they stand out in the most relevant matters for the
automotive business of CIE Automotive.
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5.3  Risk assessment and management

CIE Automotive has a Risk Management Syster ( according to its whole Spanish name,and hereinafter, SGR), by which it identifies,
evaluates, monitors and reduces to tolerable levels the risks that can jeopardize the objectives of CIE automotive and create uncertainty
in the market. The SGR is part of the corporate risk Control and management policy and its existence is the responsibility of the Board of
directors, who delegates the audit and Compliance Committee with its supervision and correct operation.

The CIE Autornotive SGR makes it reasonable to ensure that all significant risks: strategic, operational, financial and ESG (environmental,
social and govemance) are prevented, identified, assessed and monitored continuously. These risks are approved by the Board of
directors and managed according to the levels of appetite and tolerance to them.

From the resulting materiality matrix, CIE Automotive focuses its analysis and efforts in the quadrant of higher valuation in both axes as it
collects the essential topics for the company in ESG matter.

Below are a series of reflections on these essential issues, considering them in different environments: business, environmental, social
and governance. In the Annual Report published on the CIE Automotive, S.A. comporate website, you can find a greater detail about the
current management of CIE Automotive,

A Business environment

The main magnitudes relating to the market environment are explained in paragraph 2.3 of this management report.
Innovation and efficiency
The trends that affected and influenced the automotive components industry during 2017 were as follows:

- Hectrification: The new emission regulations around 95g of CO2/km and measurements based on actual driving
conditions will require the progressive electrification of the vehicle's thrusters. Limited material resources and
increased prices around lithium-based battery materials could support the expansion of plugin hybrids versus purely
electric vehicles, as they could contribute to the achievement of Pollution targets of large cities, maintaining the flexibility
for long distance travel, in addition to making more sustainable use of some specific materials needed for batteries.
However, in response to the data presented by IHS Automotive, the global production of intemal combustion vehicles will

be increased by 10 million of annual units between 2017 and 2024.

- Autonomous Driving (A.D.): partially self-contained vehicles wilt be available from 2020, and most automobile brands offer
this technology. Until then, advanced driver assistance systems will be preparing drivers and regulators to the reality of the
selfcontained vehicle. The European Union has defined the year 2030 to reach the full level 5 A.D., combining
communication between the in-vehicle intelligence, vehicleto-vehicle and 5g-smart grid.

Industry 4.0: After 100 years of automobile assembly lines and 45 years using robots in our industry, CIE Automotive is
immersed in a new change. The production plants will not only be connetted to each other but also to the human being.
Production devices will be incredibly powerful through advanced analysis and automatic learning. This will increase the
reliability and available production capacity of your equipment, improve your quality and supply chain performance.

Customer Safisfaction Assessment

For CIE Automotive, customer satisfaction means not only megting their needs, but exceeding them. It is a global concept present in all
its activities, from the conception of the product to its finat delivery. This is expressed in the process map, which places the client at the
origin and at the end of all the performances. It is also included in the policy of quality, environment and risk prevention, where it is
established that the group is located where the customer needs it, gives you what you need when and how you need it and adds added
value in all your activities. In the face of any deviation, CIE Automotive quickly reacts to minimize its impact.

Supply Chain Management

Aware of the social and environmental impact of its activity, in 2017 the supply chain area focused its strategy on integrating quality
criteria in the management of its supply chain, tuming them into cornerstone and CIE differentiating trait. Automotive. At the same time,
it continued to improve its model, optimizing its costs and carying out controls to guarantee the quality and reliability of the supply, as
reflected in the new Global supply Chain Manual published in December 2017,
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B. Environmental figures

The manufacture and distribution of components for the autometive industry on a global scale is an activity that inevitably implies an
impact on the environment. To minimize this, the group works to maintain the balance between its activity and the protection of the
natural environment from the design of the product, in accordance with the principles contained in the United Nations Global
Compact.

Its environmental cormmitment-explicit both in the mission, vision and values of the group and in its policy of quality, environment and
risk prevention-translates into the manufacture of products of low environmental impact, in the introduction of measures of efficiency
Energy in its processes and facilities, in the rational use of water and in the proper management of waste.

In 2017, the company continued to advance in the fight against climate change with a series of actions, including the creation of an eco-
efficiency Plan for each productive centre. In addition, it included as a new indicator in the scorecard the environmental cost on sales.

C Social environment

Through its work as a manufacturer of components and subassemblies for the automotive market, CIE Automotive plays an important
role in the economic and social development of the areas where it operates through employment, the dynamization of the local
business fabric or the Tax payment. It also collaborates with the public administrations and other organizations of each area and invests
in the development of the community through its sponsorship and patronage activities. In addition, CIE Automotive works to minimize
the negative impacfs of productive plants and focuses its social programs on the needs and expectations of local development through
various actions, always in [ine with the principles of the policy of Social Action: Collaboration, transparency, contribution of additional
value, longterm commitment, joint company-employee commitment and focus on disadvantaged places.

The nearly 23,000 employees who make up the multicultural team of the CIE Automotive’s business worldwide are a strategic asset,
with their dedication and talent contributing to the growth and profitability of the group.

Human resources management is therefore a priority work that is addressed through the Global Resource Plan and in accordance with
the commitrments acquired in the Human Rights Policy of CIE Automotive: to offer a decent job, to avoid the practices Discriminatory,
rejecting the use of forced and child labour, facilitating collective bargaining and freedom of association, promoting the culture of
respect and protecting people's health.

These commitments follow the line of universal [abour principles recognized in the United Nations Global Compact, to which CIE
Automotive adhered in 2015,

In line with the study of materiality recently realized, CIE Automotive carried out in 2017 different programs of professional recruitment
for young graduates with intemational vocation, collaborating, among others, with the University of Deusto in Spain, the Universidad
Politécnica de Guanajuato and the agreements with the technological centers of Tlalnepantla, Celaya and Saltillo in Mexico.

D. Govemance Environment

CIE Automotive has an effective corporate govemance model for defending its social interest, which complies with international
standards and the unified Code of good govemance of listed companies. During the 2017 exercise, it evolved its risk management
system and consolidated itself as a member of Forética's cluster of transparency, integrity and good govemance,

This system of government is articulated around a legal framework of its own, formed by the social statutes, the regulations of the
governing bodies (Board of directors, its commissions and General shareholders * meeting), the corporative policies that regulate the
Relations with stakeholders and internal standards, including intermal rules of conduct:

-internal code of professional conduct.
-nternal rules of conduct in the field of securities markets
-Manual of prevention of penal risks

The principles that inspire the good functioning of the systern are defined in the policy of corporate governance. In addition, the process
map, updated in 2017, grants its own entity to compliance and develops the procedural schema.

The goveming body regulardy defines and revises the organisational structure of the group at the highest level and delegates to the
management team the responsibility to ensure that the dependent structures have the human and material resources Enough.
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For the sake of transparency, both the legal framework defined by the group and the annual Corporate Governance report and the
annual report of the directors ' remuneration are available to interest groups on the corporate website Www.cieautomotive.com, in line
with the technical and legal specifications established by the National Securities Market Commission in its Circular 3/2015, of 23 June.

Fiscal Transparency

CIE Automotive promotes a responsible fiscal performance taking into account the interests and sustainable economic development of
the communities in which it integrates, ensuring the proper application of good tax practices and in line with the objective Of
transparency increase marked within the strategic Plan 2016-2020. A reflection of this is the corporate fiscal policy approved by the
governing body in December 2015 and the [ast fiscal strategy of the group approved by the goveming body in December 2017.

in 2017, no significant penalties or fines were received for non-compliance with laws and regulations in the social, economic and
environmental fields.

Cybersecurity

A failure in the security of the information systems has an instantaneous impact on the whole of the company and affects the normal
operation. Moregver, the regulation is increasing (such as the new General regulations on data protection that comes into force at
European level in May 2018) and penalties for non-compliance can severely affect the economic results of the Society. Therefore, CIE
Automotive is doing a great job in optimizing its information systems and in the continuous training of users to avoid as much as
possible risks of this nature.

6. FINANCIAL RISK MANAGEMENT

CIE Automotive has a Policy of Identification and Management of risks, which allows them to identify, evaluate and give response to
eventual contingencies in the development of its activity, which, in case of materializing, might difficulty attainment of the corporate
objectives.

This policy, whose supervision relapses into the Commission of Audit and Fulfillment, identifies the different types of risks that the
companty faces - between them, the financials or economics, the contingent liabilities and other risks out of the balance sheet, fixes the
level of risks that are considered acceptable and establishes the opportune measures to mitigate its impact in case it was materialized,
To put it into practice, the company possesses informational systems and internal control.

The procedure of global management of CIE Autorotive’s risks is based on the methodology ISO 31000, one process of constant cycle
in five phases: identification of the risks, evaluation of the same ones, determination of the response, follow-up of the approved actions
and report of the realized analysis.

Annually, a Corporate Map of Risks is drawn, which contemplates and values not only the risks inherent to the countries, markets and
businesses where it operates, also intemal operation of the company.

Financial risk factors

The Group's activities expose it to a variety of financial risks: market risk {including currency risk, cash flow interest rate risk and price
risk}, credit risk and [iquidity risk. The Group's overall risk management programme focuses on the unpredictability of financial markets
and seeks to minimize potential adverse effects on the Group's financial performance. The Group uses derivative financial instruments
to hedge certain risk exposures.

In the broadest sense, the goal of the management of financial risk is to control the incidents generated by fluctuations in exchange and
interest rates and the price of raw materials. Management of these risk factors, which is the responsibility of the Group's Finance
Department, focuses on the arrangement of financial instruments in order to build, as far as possible, exposure to favorable trends in
exchange and interest rates, subject to compatibility with the mitigation, in part or in whole, of the adverse effects of an unfavorable
environment.
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a} Market Risk

0} Foreign Exchange risk

The Group's presence in interational markets obliges it to arrange an exchange rate risk management policy. The overriding objective
is to reduce the adverse impact on its activities in general and on the income statement in particular of the variation in exchange rates so
that it is possible to hedge against adverse movements and, if appropriate, leverage favourable trends.

In order to amange such a policy, the Group uses the Management Scope concept. This concept encompasses all collection / payment
flows in a currency other than the euro expected to materialize over a specific time period. The Management Scope includes assets and
liabilities denominated in foreign currency and firm or highly probable commitments for purchases or sales in a cumency other than the
euro. Assets and liabilities denominated in foreign currency are subject to management, irrespective of timing, while firm commitments
for purchases or sales that form part of the Management Scope are also subject to management if they are expected to be recognized on
the balance sheet within a period of no more thar 18 months.

Having defined the Management Scope, the Group uses a series of financial instruments for risk management purposes that in some
instances permit a certain degree of flexibility. These instruments are essentially the following:

Currency forwards: These contracts lock in an exchange rate for a specific date; the timing can be adjusted to match expected
cash flows.

- Other instruments: Other hedging derivatives may also be used, the arrangement of which requires specific approval by the
relevant management body. This body must be informed beforehand as to whether or not it complies with requirements for
consideration as a hedging instrument, therefore qualifying for hedge accounting.

The Group protects against loss of value as a result of movements in the exchange rates other than the euro in which its investments in
foreign operations are denominated by similarly denominating, to the extent possible, its borrowings in the cumency of the countries of
these operations if the market is sufficiently deep or in a strong currency such as the dollar, insofar as dollar correlation to the local
currency is significantly higher than that of the euro, Correlation, estimated cost and depth of the debt and derivative markets determine
policy in each country.

The Group has several investments in foreign operations whose net assets are dencminated in US dollars, exposing it to foreign
exchange translation risk. The exchange risk on the net assets of the Group’s foreign operations is mainly managed through natural
hedges achieved by borrowings (loans) denominated in the corresponding foreign currency.

The exposure on the rest of the assets denominated in other foreign currencies in respect of operations in countries outside the
Eurozone is mitigated basically by denominating borrowings in these cutrencies.

In 2014 and 2013 the Group acquired majority shareholdings in companies located in India, so that from this year on, the trend in the
Indian Rupee will be monitored in the same manner as other intemational Group investments denominated in currencies other than the
euro.

(i} Price risk
CIiE Automative Group is exposed to equity securities price risk because of investments that are classified on the consolidated balance

sheet either as available-for-sale or at fair value through profit or loss. However, the scant weight of these securities as a percentage of
tota! Group assets and equity means that this risk factor is not material,

i) Interest rate risk

The Group's borrowings are largely benchmarked to variable rates, exposing it to interest rate risk, with a direct impact on the income
statement. The general objective of interest rate risk management strategy is to reduce the adverse impact of increases in interest rates
and to leverage as far as possible the positive impact of potential interest rate cuts.

In order to attain this objective, the risk management strategy materializes in the arrangement of financial instruments designed to
provide such flexibility. The strategy expressly contemplates the possibility of arranging hedges for identifiable and measurable portions
of cash flows, which enables hedge efficiency testing as required to evidence that the hedging instrument reduces the risk of the hedged
itemn in the portion designated and is not incompatible with the established strategy and objectives.

The Management Scope encompasses the borrowings recognized in the balance sheet of the Group and any of its companies. On
occasion, hedges are arranged to cover loans committed and in the final stages of arrangement and which principal on which needs to
be hedged against rate increases.
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In order to manage this risk factor, the Group uses financial derivatives that may be qualified as hedging instruments and therefore
hedge accounting. The comesponding accounting standard (IAS 39) does not specify the type of derivatives that may be considered
hedging instruments except for options issued or sold. It does, however, specify the prerequisites for consideration as hedging
instruments. In line with the management of foreign exchange risk, the arrangement of any financial derivative which is suspected not to
comply with the prerequisites for consideration as a hedging instrument requires the express approval of the relevant management
body. By way of example, the basic hedging instruments are the following:

- Interest-rate swaps: Through these derivatives, the Group’s segments convert the benchmarked variable interest rate of a lcan to
a fixed benchmark with respect to all or part of the loan and affecting all or part of the term of the loan.

Other instruments: As discussed in the section on foreign exchange risk management, other hedging derivatives may also be
used, the arangement of which requires the specific approval of the relevant management body. The management body must
be informed beforehand as to whether the instrument meets the prerequisites for qualifying as a hedging instrument and, by
extension, hedge accounting.
Liquidity Risk
The Group carries out the prudent management of liquidity risk, maintaining enough cash and available financing through sufficient
credit facilities. In this respect, the Group’s strategy, articulated by its Treasury Department, is to maintain the necessary financing
flexibility by maintaining sufficient headroom on its undrawn committed borrowing facitities. Additionally, and on the basis of its
liquidity needs, the Group uses liquidity facilities {non-recourse factoring and the sale of receivables, transferring the related risks and
rewards), which as a matter of policy do not exceed roughly one-third of trade receivable balances and other receivables, in order to
preserve the level of liquidity and working capital structure required under its business plans.

Management monitors the Group's forecast tiquidity requirements together with the trend in net financial debt.

The Group believes that the on-going initiatives will prevent liquidity shortfalls. In this respect, it is estimated that cash generated in
2018 will enable payments for the year to be settled with no need to increase the net financial debt.

The Group monitars the Group's forecast liquidity requirements to ensure it has sufficient cash to meet operational needs while
maintaining enough headroom on its undrawn committed borrowing facilities at all times so that the Group does not breach borrowing
limits or covenants on any of its borrowing facilities.

In addition, the Group is strategically diversifying the financial markets and financing sources as a tool for eliminating liquidity risk and

retaining financing flexibility in light of the situation prevailing in the European financial markets; this strategy has opened up access to
the Brazilian, Mexican and Indian financial markets.

There are no restrictions regarding the use of cash/cash equivalents.
Noteworthy is the existence at 31 December 2017 of €419 million of undrawn credit lines and loans.

Although the standalone figure for working capital is not a key parameter for the understanding of the Group financial statements, the
Group actively manages working capital through net operating working and short- and long-term net borrowings, on the basis of the
solidity, quality and stability of relations with customers and suppliers, and comprehensive monitoring of the situation with respect to
financial institutions, many credit lines being automatically renewed.

One of the Group’s strategies is to ensure the optimization and maximum saturation of the resources assigned to the business. The
Group therefore pays special attention to the net operating working capital invested in the business. In this regand, as in previous years,
considerable work has been performed to control and reduce collection perieds for trade and other receivables, as well as to minimize
inventories through excellent logistic and industrial management, aflowing JIT (just in ime) supplies to our customers.

The Groups’ managements controls effectively the expenditure payments periods and the realization of the working capital through an
intensive monitoring of cash flow forecast. Thus, it fulfills with the objective of ensuring that the Company has sufficient cash in order to
face the operative requirements and that maintains all the time enougn availability regarding the credits not used, in order not to fail
meeting with the covenants established by financing. Hence, it is estimated that the cash flow generation in 2017 will cover the
requirements for facing up the shortterm commitments, and for avoiding through current acts any tense situation regarding cash flow
position.
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b} Credit risk

Credit risk is managed by customer groups. Credit risk arising from cash and cash equivalents, derivative financial instruments and bank
deposits is considered immaterial in view of the creditworthiness of the banks the Group works with. If management detects liquidity
risk in respect of its banks under certain specific circumstances, it recognizes impairment provisions as warranted.

In addition, each segment has specific policies for managing customer credit risk; these policies factor in the customers’ financial
position, past experience and other customer-specifics.

With respect to customer credit limits, it should ba roted that Group policy is not to concentrate more than 10% of business volumes
with individua! customers or manufacturing platforms.

Given the characteristics of the Group’s customers, management has historically deemed that receivables due within 60 days, in the
automotive segment, and between 120 and 180 in the Smart Innovation segment (Note 5), presenting no credit risk. The Group
continues to consider the credit quality of these outstanding balances to be strong.

c) Raw material price risk

The Group has not a significant risk in raw price variations. In these societies when the risk could exist in market specific situations
(plants of the automotive segments which use raw materials with market price), the risk is controlled thanks to financing prices
agreements to customers,

7. R&D ACTIVITES

The decarbonisation of transport, electrification, as well as connectivity and the autonomous driving of vehicles are, among others, the
mrain challenges faced by companies active in the automotive sector in 2017,

Working on the sustainability of the system has led the sector to the current situation of technological coexistence and that of the
coming years, finding the best possible combination between the need for mobility, the concept of vehicle and the type of fuel.

Lines of work 2017

CIE Autornotive makes heavy investments to analyze market trends, as well as to design and develop the innovative products associated
with these changes in trend. In 2017, with a multi-technology and multi-material approach, we develop projects mainly related to:

- The weight reduction of vehicles.

- The new systems of propulsion and storage of energy.

- The reduction of consumption and emissions of internal combustion engines.

- The efficiency of the facilities.

- The intelligence of the manufacturing processes.

- The use of new advanced materials and the joining processes of dissimilar materials.

Many of these projects are carried out in collaboration with other companies, with the participation of technology centers such as IK4,
developing scientifictechnological alliances with agents of the science and technology network such as Tecnalia and collaborating with
local universities such as the UPV-EHU, national and intemnational.

We maintain our presence in regional, national and intemational forums (Chair of the automotive cluster of the Basque Country
ACICAE, members of the board of directors of the National Association of cornpenent manufacturers SERNAUTO, members of the
executive committee of the TECNALIA technology center, we continue to participate in the R & D + i and Industrial forums of CLEPA,
EGVIA, ERTRAG, etc).

We try to align in the best possible way our R + D + i with our business strategy. And that's why our innovation model is designed to
prioritize those projects that can be applied later and can generate new business with the knowledge, products and technologies
developed.
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8. TRADING WITH TREASURY SHARES

The mavement of treasury shares the year 2017 is disclosed as follows:

31.12.2017
Amount
Number of shares ({Thousand euro)
Balance at 1 January 2017 . -
Acquisitions 252,587 4,526
Balance at 31 December 2017 252,587 4,526

No treasury shares were held by the Company as of 31 December 2016. During the first four months of 201 7, the Company has
acquired 252,587 treasury shares directly (0.196% of the total voting rights of the Company), which considered as a whole with the
indirect share resulting from the equity swap agreement signed with Banco Santander, S.A. in 2014 for the acquisition of 1,250,000
shares {equal to 0.969% of the voting rights), has exceeded the threshold of 1% of voting rights of the company as of 21 March 2617, as
communicated to CNMV at 22 March 2017,

Similarly, the mandate conferred at the Annual General Meeting of 4 May 2017, whereby the Company's Board of Directors is
empowered to buy at any time and as often as it considers appropriate shares in CIE Automative, S.A. through any legal means,
indluding acquisitions with a charge to profit for the year and/or freely available reserves, and to subsequently dispose of or redeem
such shares, in accordance with article 146 et seq. of the Spanish Companies Act 2010, is in effect until 4 May 2022,

9. AVERAGE PAYMENT PERIOD TO SUPPLIERS

The breakdown of trade payables settied during 2017 and 2016 those pending of payment at the year-end in relation to the legally-
permitted payment terms stipulated in Spanish Law 15/2010 of 5 of July, is as follows:

Days
2017 2016

Average payment period to suppliers 51 47
Paid operations ratio 53 54
Outstanding operations ratio 48 45
Thousand euros
2017 2016
Total payments made 7,259 7,698
Total cutstanding payments 2,834 2,226

The Company has set a series of measures with the aim of identifying deviations by means of ongoing monitoring and analysis of
supplier accounts payable, the review and enhancement of intemal supplier management procedures and fulfilment of the terms and
conditions defined in the business transactions subject to this legislation, updating these terms where required.

10.  STOCK EXCHANGE INFORMATION
Share price gains mirroring business growth

CIE Automotive's share price performance mirrored the company’s business and earnings momentum, rallying throughout the year.

In a year marked by volatility across the main markets, CIE Automotive's shares gained nearly 31%, peaking at €26.2 and ending 2017
at€24.21, implying a market capitalisation at yearend of €3.1 billion.

Dividend
CIE Automotive maintains its politics to remunerate one third of the estimated net profit. The Board of Directors approved in December

an interim dividend agreeing the disbursement of an interim dividend charged to 2017 of €0.28 per share. Disbursement was effective
January 5, 2018.

17.-



CIE AUTOMOTIVE, S.A.
DIRECTORS' REPORT FOR 2017

11.  EVENTS AFTER THE BALANCE SHEET DATE

fn January 2018 the Group has acquired 100% of the shares of the brazilian company Zanini Industria de Autopegas, Ltda. for a
purchase price of €120 thousand.

18.-
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CORPORATE GOVERNANCE ANNUAL REPORT OF LISTED COMPANIES

.- COMPANY IDENTIFICATION DATA " - "

PERIOD OF REFERENCE CLOSING DATE: 31/12/2017
T.L.N. A-20014452
COMPANY NAME

CIE AUTOMOTIVE, S.A.

REGISTERED OFFICE

ALAMEDA MAZARREDO, 69 - 8° - 48009 BILBAO (VIZCAYA)




CORPORATE GOVERNANCE ANNUAL REPORT FOR LISTED COMPANIES

STRUCTURE OF OWNERSHIP

A.1 Complete the following table on the company’s capital:
Biate,0f Iatest Share capital (€) Number of sh Number of voting rights
modification pt um shares u g rig
06/06/2014 32,250,000.00 129,000,000 129,000,000
State whether there are different classes of shares with different associated rights:
ves ] w0 [ Xx]
A.2 Give details on the direct and indirect holders of significant interest in your company at the year-end,

excluding Directors:

Number of
Number of direct| . . A % total
Name of sharehoider voting rights indirect voting voting rights
: rights
MAHINDRA & MAHINDRA LTD 0 9,590,706 7.43%,
ALANTRA ASSET MANAGEMENT, SGIIC, S.A. 0 5,996,351 4.65% |
INVERSIONES, ESTRATEGIA Y CONOCIMIENTO GLOBAL 6,450,000 0 5.00%
CYP, S.L. .:
RISTEEL CORPORATION, B.V. 13,417,021 0 10.40%§
CORPORACION FINANCIERA ALBA, S.A. 0 12,900,000 10.00%:
. Through: Name of the direct holder | Number of direct voting "
Name of the indirect holder of the interest of the interest rights
MAHINDRA & MAHINDRA LTD MAHINDRA OVERSEAS 9,580,706
INVESTMENT COMPANY
(MAURITIUS) LTD.
ALANTRA ASSET MANAGEMENT, SGIIC, S.A. |QMC Il IBERIAN CAPITAL FUND, FIL 2,421,161
ALANTRA ASSET MANAGEMENT, SGIIC, 8.A.  |QMC Il IBERIAN, S.L. 216,268
ALANTRA ASSET MANAGEMENT, SGIIC, S.A. [QMC [l IBERIAN CAPITAL FUND, FIL 337,531
ALANTRA ASSET MANAGEMENT, SGIIC, S.A.  [EQMC EUROPE DEVELOPMENT 2,332,087
CAPITAL FUND PLC
ALANTRA ASSET MANAGEMENT, SGIiC, 8.A.  |MERCER QIF COMMON 680,204/
CONTRACTUAL FUND [
CORPCRACION FINANCIERA ALBA, 5.A. ALBA EUROPE SARL 12,900,000

List the most significant changes in the shareholder structure during the year:

. Description of the
Name of shareholder Date of the transaction transaction
'MAHINDRA & MAHINDRA LTD 13/12/2017 [ 10% share capital
decrease
ACEK DESARROLLO Y GESTION [NDUSTRIAL, S.L. | 13/12/2017 | 20% share capital l
decrease !
QMC li IBERIAN CAPITAL FUND, FIL : 05/06/2017 | 3% share capital :
| decrease |
CORPORACICN FINANCIERA ALBA, S.A 13/12/2017 | 10% of share capital
has been exceeded |




A.3 Complete the following tables on members of the Board of Directors” voting rights at the company:

A4

Ab

Ab

Name of the Director N ootng atte . | voamariante | T o woting
MR. FERMIN DEL RIQ SANZ DE ACEDO 25,000 ] 0.02%
MR. ANTONIO MARIA PRADERA JAUREGUI 6,450,009 6,450,000 10.00%
MR. JESUS MARIA HERRERA BARANDIARAN 450,000 0 0.35%
ADDVALIA CAPITAL, S.A. 6,450,208 0 5.00%
MR. VANKIPURAM PARTHASARATHY 5 0 0.00%
ACEK DESARROLLO Y GESTION INDUSTRIAL, S.L. 7,105,182 13,417,021 15.91%:
ELIDOZA PROMOCION DE EMPRESAS, S.L. 12,386,138 0} 9.60%

!Name of the indirect hcider of the interest| Through: Name of the direct holder Number of voting rights

] of the interest

MR ANTONIO MARIA PRADERA INVERSIONES, ESTRATEGIA Y 6,450,000
WJAUREGUI CONOCIMIENTO GLOBAL CYP, S.L.

ACEK DESARROLLO Y GESTION RISTEEL CORPCRATION, B.V, 13,417,021
LINDUSTRIAL, S.L.

% total of voting rights held by the Board of Directors 40.88 %

Complete the following tables on members of the Board of Directors who hold rights about shares in
the Company.

Indicate family, commercial, contractual or corporate retationships among significant shareholders known
to the company, if any, except any that are insignificant and those deriving from ordinary commercial
husiness:

indicate commercial, contractual or corporate relationships between significant shareholders and the
company and/or its group, if any, except any that are insignificant and those deriving from ordinary
commercial business:

Indicate any shareholders’ agreements of which the Company has been notified in pursuance of
Articles 530 and 531 of the Spanish Companies Law. Describe briefly, if any, indicating the shareholders
bound by the agreemenit:

YES NO

1 N0 X

Indicate any concerted actions among Company shareholders of which the Company is aware.
Describe briefly, if any:

L1 wNno  [X]

Expressly indicate any change or break-up of those agreements or concerted actions, if any, that
have taken place during the year:

YES NO

Not applicable.



A.7 Indicate any individuals or entities that exercise or may exercise control over the Company in pursuance
of Article 4 of the Stock Market Act. Identify any that exist:

YES | N X
i OBSERVATIONS

A.8 Complete the following tables on the Company's treasury stock:

At the close of the financial year:

Number of direct shares | Number of indirect shares (*) % total of share capital
252,587| 1,250,000 1.16%
(*) Through:
' Through: Name of the direct holder of the interest Number of direct shares
BANCO SANTANDER, S.A. 1,250,000
Total: 1,250,000

EXPLAIN SIGNIFICANT VARIATIONS

No treasury shares were held by the Company as of 31 December 2016. During the first four months of 2017, the Parent Company
has acquired 252,587 treasury shares directly (0.196% of the total voling rights of the Company), which considered as a whole with
the indirect share resulting from the equity swap agresment signed with Banco Santander, S.A. in 2014 for the acquisition of
1,250,000 shares (equal to 0.869% of the voting rights), has exceeded the threshold of 1% of voting rights of the company as of 21
March 2017, as communicated to CNMV at 22 March 2017.

A9 Indicate the terms and conditions of the authorization granted by the General Meeting to the Board of
Directors to issue, repurchase or sell treasury shares.

It is valid until May 4, 2022, inclusive, the mandate given by the General Meeting of Shareholders held on May 4, 2017, whereby
the Board of Directors of CIE Automotive S.A. is authorized to acquire, at any fime and as often as deemed fit, shares of CIE
Automotive, SA, by any lawful means, including from benefits of exercise and / or unrestricted reserves, as well as that they can
subsequently sell or redeem thereof, all in accordance with Article 146 and related provisions of the Spanish Companies Law.

A.9.bis Estimated free float:

%
Estimated floating capital 35.88%

A.10 indicate whether there are any restrictions on the transfer of securities and / or any restrictions on voting
rights. In particular, the existence of any restrictions that may impede the acquisition of control of the
company through the purchase of shares in the market will be communicated.

YEs [ ] No [ X]

A11 Indicate whether the General Shareholders' Meeting has resulted in measures to neutralize a takeover
bid under Law 6/2007.

—

YES VX NO

If so, explain the measures approved and the terms under which the restrictions would become
ineffective;



A2

B.1

At the General Shareholders” Meeting of CIE Automotive, S.A. held on 23 April 2008, the following arrangement was adopted as a
result of point six of the agenda:

SIX.- Approval of the exclusion of limitations on the action to be taken by the Company's govemning and management bodies, and
those within its group, in the terms established by Article 60.bis.2 of Law 24/1988, of 28 July, on the Stock Market and Article 28.5
of Royal Decree 1066/2007, of 27 July.

In accordance with the provisions of Article 60.bis.2 of Law 24/1988, of 28 July, on the Stock Market and Article 28.5 of Royal
Decree 1066/2007, of 27 July, on the public bidding system to acquire shares, stipulate that the limitations referred to by Article
60.bis.2 and Article 28.5 of Royal Decree 1066/2007, of 27 July, will not be applicable to the goverming bodies at the Company and
the Group in the event that the Company is the target of a public share offering presented by a Company that is not domicited in
Spain and is not subject to these regulations or their equivalent, including those referring to the rutes necessary for the General
Meeting to adopt resolutions or, by an entity directly or indirectly controlled by such a company, in accordance with the provisions of
Article 4 of Law 24/1988, of 28 July, on the Stock Market.

Indicate whether the company has issued securities that are not traded on an EU regulated market.

YES i NO L X

If so, indicate the different classes of shares and, for each one, the rights and obligations conferred.

SHAREHOLDERS' MEETING

indicate whether there are any differences between the quorums for General Meetings and the
minimums stipulated in the Spanish Companies Law and, if appropriate, explain.

ves [ X ] No [ ]

% quorum different than that
established under Article 184 SCL
for speclal cases defined by
Article 194 SCL

% quorum different than that
established under Article 193 SCL
for general cases

Quorum required for 1st call i 50.00% 0.00%

Quorum required for 2nd call | 0.00% 0.00%

Description of the differences i

B.2

B3

Article 13 of the Articles of Association establishes that an ordinary or extraordinary General Shareholders Meeting will be
validly called to order on first call when the shareholders present or represented own at least 50% of voling share capital. At
second call, the General Shareholders Meeting shall be validly convened regardiess of the percentage of capital in
altendance. However, when an ordinary or extraordinary General Shareholders Meeting is to adopt any of the resolutions
referred to by Article 194 of the Spanish Companies Law, at least 25% of voting share capital must be present or
represented on second call.

As a result, a reinforced quorum is established with respect to Article 193 of the Spanish Companies Law to hold a meeting
on first call {not the case with Article 184 of the Spanish Companies Law).

Indicate and explain, if appropriate, if there are any differences between the system used for adopting
corporate resolutions in the system stipulated in the Spanish Companies Law (SCL):

YES I N0 [ X
Describe how it differs from the system contemplated in the Spanish Companies Law.

State the rules applicable to the amendment of the Articles of Association. In particular, the majorities
provided for amending the Articles to will be communicated and, where appropriate, the rules laid down
for the protection of the rights of the partners in the amendment of the Articles.

Regulations applicable to the amendmert of the Articies of Association of CIE Automotive S.A. is captured by the Spanish
Companles Law not existing in the Articles of Association different majorities of applicable law or rules laid down for the protection
of members cthers than those set out in the rules of general nature.



B.4 Detall the figures of attendance at the Shareholders Meetings held during the reporting year and the

previous year:

Aitendance figures
Date of the General % physically | % represented by % distance voters Total
Meeting present | proxy Electronic voting Other
26/04/2016 67.59%5 15.57% 0.00% 0.00% 83.16%
04/05/2017 64.37% ; 16.19% 0.00% 0.00% 80.56%

B.5 State whether any restrictions are established in the Articles of Association requiring a minimum number
of shares to attend General Meetings:

B.6

B.7

Abrogated section

YES

[ ]

X

Indicate the address and means of access to the company website to information on corporate
governance and other information on General Meetings to be made available to shareholders via the
website of the Company.

CIE Automotive,S.A.'s website where it is available the information of corporate governance and other information about the
General Shareholders Meetings is http:/fwww.cieautomotive.com/webl/investors-website.

STRUCTURE OF GOVERNANCE AT THE COMPANY

C.1 Board of Directors

C.1.1 State the maximum and minimum number of Directors stipulated in the Articles of Association:

Maximum number of Directors

15

Minimum number of Directors

C.1.2. Complete the following table with the names of the directors:

i Category of | Position onthe | Date of first Date of last .
Name of the Director Representative i the Director Board appolntment | appolntment Election procedure
MR JUAN MARIA iProprletary BOARD MEMBER :27/10/2010 | 26/04/2016 GENERAL
1 SHAREHOLDERS'
RIBERAS MERA MEETING
! AGREEMENT
MR. FERMIN DEL RIQ SANZ Executive BOARD MEMBER |21/12/2005  |26/04/2016 GENERAL
DE ACEDO {SHAREHOLDERS'
|MEETING
| { AGREEMENT
MR. ANTONIO MARIA Executive {CHAIRMAN 24/06/2002 26/04/2C16 ;‘GENERAL
PRADERA JAUREGUI 1 SHAREHOLDERS'
IMEETING |
| AGREEMENT
MR. CARLOS SOLCHAGA Independent "INDEPENDENT 27/110/2010 | 26/04/2016 GENERAL l
CATALAN . COORDINATING SHAREHOLDERS’ I
'DIRECTOR MEETING
! AGREEMENT |
MR. JESUS MARIA HERRERA Executive jCHIEF 21/01/2013 | 26/04/2018 GENERAL !
BARANDIARAN EXECUTIVE SHAREHOLDERS |
OFFICER MEETING |
AGREEMENT ;




C1.3.

f
. Category of | Position onthe | Date of first Date of last
Name of the Director | Representative the Director Board appointment | appointment Electlon procedure
MR ANGEL MANUEL OCHOA Independent |BOARD MEMBER [27/10/2010 26/04/2016 GENERAL
CRESFO SHAREHOLDERS'
MEETING
AGREEMENT
MR. FRANCISCO JOSE ! Proprietary BOARD MEMBER |27/10/2010 26/04/2016 GENERAL
RIBERAS MERA : ! SHAREHOLDERS'
: MEETING
AGREEMENT
ADDVALIA CAPITAL, S.A. MRS. MARIA Proprietary BOARD MEMBER |26/04/2007 26/04/2016 GENERAL
! TERESA SHAREHOLDERS’
i SALEGUI MEETING
ARBIZU AGREEMENT
MR. VANKIPURAM Proprietary BOARD MEMBER }04/10/2013 26/04/2016 GENERAL
PARTHASARATHY SHAREHOLDERS'
MEETING
i AGREEMENT
ACEK DESARROLLO Y [MR. Proprietary BOARD MEMBER |27/10/2010 26/04/2016 GENERAL
GESTION INDUSTRIAL, S.L. FRANCISCO SHAREHOLDERS'
LOPEZ PENA 'MEETING
i AGREEMENT
QMC DIRECTORSHIPS, S.L. MR. JACOBO  |Proprietary (BOARD MEMBER |12/05/2005 26/04/2016 GENERAL
| LLANZA SHAREHOLDERS'
'FIGUERQA MEETING
AGREEMENT
ELIDOZA PROMOCION DE MRS. Proprietary 1st VICE 24/06/2002 26/04/2016 GENERAL
EMPRESAS, S.L. GOIZALDE CHAIRWOMAN SHAREHOLDERS’
EGANA MEETING
GARITAGOITIA AGREEMENT
MR. SHRIPRAKASH SHUKLA Proprietary BOARD MEMBER |25/06/2015 26/04/2016 GENERAL
SHAREHOLDERS'
MEETING
AGREEMENT

Total number of Directors 13
indicate the ceases that have occurred in the Board of Directors during the year:
Complete the following tables about Board members and their classification:
EXECUTIVE DIRECTORS

Name of the Director Position in Company's organization
MR. FERMIN DEL RIO SANZ DE ACEDQ TRANSACTIONS AND M&A
MR. ANTONIO MARIA PRADERA JAUREGUI CHAIRMAN
MR. JESUS MARIA HERRERA BARANDIARAN {CHIEF EXECUTIVE OFFICER
lTotal number of executive Directors 3
iTotal percent of the Board 23.08%




PROPRIETARY EXTERNAL DIRECTORS

Name of the Director Name of the significant st:aergg?)lodii: rl;!ea;::':sented or that proposed
MR. JUAN MARIA RIBERAS MERA ACEK DESARROLLC Y GESTION INDUSTRIAL, S.L.
MR. FRANCISCO JOSE RIBERAS MERA ACEK DESARROLLO Y GESTION INDUSTRIAL, S.L.
ADDVALIA CAPITAL, S.A. ADDVALIA CAPITAL, S.A.
MR. VANKIPURAM PARTHASARATHY MAHINDRA & MAHINDRA LTD
ACEK DESARRCLLC Y GESTION INDUSTRIAL, S.L. |ACEK DESARROLLO Y GESTION INDUSTRIAL, S.L.
QMC DIRECTORSHIPS, S.L. ALANTRA ASSET MANAGEMENT, SGIIC, S.A.
ELIDCZA PROMOCION DE EMPRESAS, S.L. ELIDOZA PROMOCION DE EMPRESAS, S.L.
MR, SHRIPRAKASH SHUKLA MAHINDRA & MAHINDRA LTD
Total number of proprietary directors | 8
Total percent of the Board ! 61.54%

INDEPENDENT EXTERNAL DIRECTORS

Name of the Director:

MR. CARLOS SOLCHAGA CATALAN
Profile:

Eccnomist from Universidad Complutense de Madrid and post-graduate studies at Alfred P. Sloan School at the
Massachusetts Institute of Technology (M.1.T.).In 1980 he was slected Member of Parliament as a representative of the
PSOE and successively re-elected in 1982, 1986, 1989 and 1993 and was the Chair of the Socialist Group in 1993-94.
Member of the Basque Govemment prior to the approval of the Basque Country's Autonomy Statute {1979-80), Chair of
the Interim Committee at the Intemational Monetary Fund (from 1891 to 1993) and Minister of Industry and Energy in
Spain (1982-85) and Minister of Economy and Finance {1985-1993).He is currently an intemational Consultant and
Partner-Director of Solchaga Recio & Asociados. Honorary Chair of Fundacion Euroamerica, Chair of Fundacion
Arquitectura y Sociedad, Chair of the Advisory Council of the Law Firm Roca Junyent, Member of the Scientific Council
of Real Instituto Elcano and Member of the Board of Directors Pharma Mar, S.A.

Name of the Director:
MR ANGEL MANUEL OCHOA CRESPO

Profile:

Degree in Economics and Business from Universidad def Pafs Vasco and Master of International Business
Administration (M..B.A.) from United States International University (1).S.1.U.} San Diego, Ca. USA.With more than 23
years’ experience in the financial field. Accounting Executive and Manager from the Multinationals Department of
Barclays Bank. Accounting Manager and co-director of the Corporate Banking of Lloyds Bank. Assistant General
Manager of Bangue Privée Edmon de Rothschild Europe, subsidiary in Spain, taking part in assembly and development
of the bank since its opening in Spain. Member of the Steering Committee of the Bank and direct responsible of the
foltowing flelds: private banking, institutional banking, investment management, estate and tax planning, and internal
resources (management, human resources, etc.). Chairman of the Sabadell Atlantico Bank in Basque Country and
Cantabria. At the same time, he has been member of the board of directors of several Open-ended Investment
Companies (SICAVs as known In Spain). Currently, he Is an Investment advisor. Pariner of Angel Ochoa Crespo EAF
(financial advisory company as known in Spain), registered in the CNMV with n® 24. He holds the position of
independent director of CIE Automotive, S.A. and director and secretary of ISLOPAN, S.A..

!

Total number of independent Directors

15.38%

Total percent of the Board




Indicate whether any director qualified as an independent perceives from the company or its group, any
amount or benefit for a concept other than of remuneration, or maintains or has maintained during the
last year, a business relationship with the society or any group company, either on their own behalf or as
a significant shareholder, director or senior manager of a company that has or had such a relationship.

Not applicable

If so, a reasoned statement of the board on the reasons why it considers that the Director can perform its
functions as an independent Director should be included.

OTHER EXTERNAL DIRECTORS

ldentify all other external directors and explain why these cannot be considered Institutional or
independent directors and detail their relationships with the company, its executives or shareholders:

Indicate any variations during the year in the type of each Director:

C.1.4 Complete the following table with information on the number of female Directors for the past 4 years, and
the nature of such female Directors:

i Number of female directors % over each kind of directors

I Year ended | Year ended | Year ended | Year ended | Year ended | Year ended | Year ended | Year ended

2017 2016 2015 2014 2017 2016 2015 . 2014
Executive 0 0 0 0 0.00% 0.00% 0.00% 0.00%
Proprietary 2 2 2 2 25.00% 25.00% 22.22% 22.22%
Independent ¢ 0 0 0 0.00% 0.00% 0.00% 0.00%
Other Outsiders ; 0 0 0 0 0.00% 0.00% 0.00% 0.00%
Total: 2 2 2 2 15.38% 15.38% 15.38%‘ 15.38%

C.1.5 Explain the measures, if any, have been taken to seek to include in the board a number of women that
would achieve a balanced representation of women and men:

' Explanation of the measures

In the exercise of its functions, the Appointments and Compensation Committee must submit their proposals to ensure that is taken
info consideration people who possess the qualifications and skills required for the position, and that the process of selection of
candidates does not suffer from implicit biases that hinder the selection of persons of either sex.

C.1.6 Explain the measures, if any, had agreed the Appointments Committee for that selection procedures do
not suffer from implicit biases that hinder the selection of female directors and the company deliberately
search and include among the potential candidates, women who meet the professional profile searched
for:

| Explanation of the measures

Appointments and Compensation Committee must ensure that people of both sexes who possess the qualifications and ability
required for the position are taken into consideration.



When, despite the measures, if any, have been taken, the number of female directors are few or no,
explain the reasons justifying:

L Explanation of the measures _I

Appointments and Compensation Committee has concluded that despite the fact that the directors selection policy complies with
requirements, is an objective fact that the number of female directors {around 15%), differs from the objective established for 2020.
In this sense, in case vacancies occur (which does not happen usually), respective parts will be encouraged to promote the
selection of female directors until the objective is achieved.

C.1.6 bis. Explain the conclusions of the appointments committee on the verification of compliance with the
director selection policy. In particular, expiain how this policy pursues the goal of having at least 30% of
total board places occupied by female directors before the year 2020.

P Explanation of the measures

During 2017 (as in the two prior financial years) no vacancies have arisen in the Board of Directors. As a result, the Appointments
Committee has not put into practice its policy or guidelines for the selection of board members. Inasmuch as vacancies may exist in
the future, and particularly in the case of independent or executive male or female board members {i.e. not proprietary directors),
with which the Appointments Committee has greater room for manosuvre in the selection process, the selection policy will
encourage compliance with the objective that, in 2020, 30% of the total number of members of the Board of Directors will be
women.

C.1.7 Explain how is the representation on the board of the controlling shareholders:

Controlling shareholders (see heading A.2) have appointed proprietary extemal directors on the Board of Directors. Detail of
proprietary extemal directors is provided in the heading C.1.3.

C.1.8 Explain why proprietary directors have been appointed at the instance of shareholders with less than 3%
interest in the Company, if appropriate:

Indicate whether any formal requests for a presence on the Board have not been met from shareholders

with an interest equal to or greater than that of others at whose request proprietary directors have been
appointed. If appropriate, explain why such requests were denied.

YES I:I NO £ X
C.1.9 State whether or not any Director has left the position before the end of the term, if the Director provided
an explanation, and how, to the Board and, in the event this was done in writing to the entire Board,
explained at least the reasons provided:
C.1.10 State the powers, if any, delegated to the managing director(s):
Name of the Director
MR. JESUS MARIA HERRERA BARANDIARAN
Brief description

The Chief Executive Officer has all the functions of the Board delegated except those that cannot be delegated.

C.1.11 Name the directors, if any, who are also directors or executives of other companies in the same group
as the listed company:

10



Name of the Director Name of the Group company Position Do you have
executive
functions?
MR. FERMIN DEL RIO SANZ DE ACEDO [GESCRAP-AUTOMETAL COMERCIC DE BOARD MEMBER |NO
SUCATAS, S.A.
MR. FERMIN DEL RIQ SANZ DE ACEDO | GLOBAL DOMINION ACCESS, S.A. BOARD MEMBER [NO
MR. FERMIN DEL RIQ SANZ DE ACEDO |GESCRAP AUTOMETAL MEXICO, S.A.DE  |BOARD MEMBER |NO
C.V.
MR. FERMIN DEL RIO SANZ DE ACEDQ i GESCRAP AUTOMETAL MEXICO BOARD MEMBER |NO
| SERVICIOS, S.A. DE C.V.

MR. FERMIN DEL RIO SANZ DE ACEDO | AUTOMETAL, S.A. CHAIRMAN NO
MR. ANTONIO MARIA PRADERA AUTOKOMP INGENIERIA,S.A.U. CHAIRMAN NO
JAUREGUI

MR. ANTONIO MAR[A PRADERA GLOBAL DOMINION ACCESS, S.A. CHAIRMAN NO
JAUREGUI

MR, ANTONIO MARIA PRADERA MAHINDRA CIE AUTOMOTIVE, LTD BOARD MEMBER |[NO
JAUREGU!

MR. ANTONIO MARIA PRADERA MAHINDRA FORGINGS EUROPE, AG BOARD MEMBER NO
JAUREGUI

MR. ANTONIO MARIA PRADERA AUTOMETAL, S.A. BOARD MEMBER |NO
JAUREGUI

MR. ANTONIO MARIA PRADERA CIE BERRIZ, S.L. CHAIRMAN NO
JAUREGUI

MR. JESUS MARIA HERRERA CIEBERRIZ, S.L.; CIE GALFORS.A.U.; CIE |BOARD MEMBER |NO
BARANDIARAN LEGAZPI, 8.A.U.; AUTOKOMP INGENIERIA,

S.AU,

MR. JESUS MARIA HERRERA GLOBAL DOMINION ACCESS, S.A. BOARD MEMBER |NO
BARANDIARAN

MR. JESUS MARIA HERRERA INDUSTRIAS AMAYA TELLERIA, S.A.U. BOARD MEMBER |NO
BARANDIARAN

MR. JESUS MARIA HERRERA MAHINDRA CIE AUTOMOTIVE, LTD BOARD MEMBER |NO
BARANDIARAN

MR. JESUS MARIA HERRERA MAHINDRA FORGINGS EUROPE, AG CHAIRMAN NO
BARANDIARAN

MR. JESUS MARIA HERRERA ALCASTING LEGUTIANO, S.L.U. BOARD MEMBER |NO
BARANDIARAN

MR. JESUS MARIA HERRERA ALURECY, S.A.U. BOARD MEMBER |NO
BARANDIARAN

MR. JESUS MARIA HERRERA BIODIESEL MEDITERRANEQ, S.L.U. BOARD MEMBER |NO
BARANDIARAN

MR. JESUS MARIA HERRERA iBIONOR BERANTEVILLA, S.L.U. BOARD MEMBER [NO
BARANDIARAN ;

MR. JESUS MARIA HERRERA BIOSUR TRANSFORMACION, S.L.U. BOARD MEMBER |NO
BARANDIARAN

MR. JESUS MARiA HERRERA RECICLADO DE RESIDUOS GRASOS, S.L.U.|BOARD MEMBER [NO
BARANDIARAN

MR. JESUS MARIA HERRERA RECICLADO ECOLOGICO DE RESIDUOS, |BOARD MEMBER |NOQ
BARANDIARAN S.LU.

MR. JESUS MARIA HERRERA "[CIE MECAUTO, S.AU. BOARD MEMBER |NO
BARANDIARAN ]

MR. JESUS MARIA HERRERA {CIE UDALBIDE, S.A.U. BOARD MEMBER |NO
BARANDIARAN

MR. JESUS MARIA HERRERA COMPONENTES DE AUTOMOCION BOARD MEMBER |NQ
BARANDIARAN RECYTEC, S.L.U.

MR. JESUS MARIA HERRERA COMPONENTES DE DIRECCIGN RECYLAN, |BOARD MEMBER[NO
BARANDIARAN S.LU,

MR. JESUS MARIA HERRERA EGANA 2, S.L. BOARD MEMBER [NO
BARANDIARAN '

MR. JESUS MARIA HERRERA GAMEKQ COMPONENTES DE AUTOMICION, BOARD MEMBER [NO
BARANDIARAN iS.A.
{MR. JESUS MARIA HERRERA GRUPQ COMPCGNENTES VILANOVA, S.L.  |BOARD MEMBER [NO
i BARANDIARAN

MR. JESUS MARIA HERRERA LINYECTAMETAL, S.A. BOARD MEMBER [NO
BARANDIARAN

MR, JESUS MARIA HERRERA LEAZ VALORIZACION, S.L.U. BOARD MEMBER |NO
BARANDIARAN

"




Name of the Director Name of the Group company Position Do you have
executive
functions?

IMR. JESUS MARIA HERRERA iMECANIZACIONES DEL SUR, MECASUR, |BOARD MEMBER|NO
BARANDIARAN S.A.

MR. JESUS MARIA HERRERA NOVA RECYD, S.A.U. BOARD MEMBER |NO
BARANDIARAN
MR. JESUS MARIA HERRERA ORBELAN PLASTICOS, S.A. BOARD MEMBER |NO
BARANDIARAN
MR. JESUS MARIA HERRERA PLASFIL PLASTICOS DA FIGUEIRA, S.A. CHAIRMAN NO
BARANDIARAN
MR. JESUS MARIA HERRERA RECYDE, S.A.U. BOARD MEMBER |NO
BARANDIARAN

'MR. JESUS MARIA HERRERA TRANSFORMACIONES METALURGICAS BOARD MEMBER |NO
BARANDIARAN NORMA, S.A.

MR. JESUS MARIA HERRERA CIE AUTOMETAL DE MEXICO, S.AP.I.DE |CHAIRMAN NO

: BARANDIARAN C.V.

MR. JESUS MARIA HERRERA CIE BERRIZ MEXICO SERVICIOS CHAIRMAN NO
BARANDIARAN ADMINISTRATIVOS S.A.DE C.V.

MR. JESUS MARIA HERRERA CIE CELAYA S.AP.I. DEC.V. CHAIRMAN NG
BARANDIARAN

MR. JESUS MARIA HERRERA FORJAS DE CELAYA S.A. DEC.V. CHAIRMAM NO
BARANDIARAN
MR. JESUS MARIA HERRERA MAQUINADOS AUTOMOTRICES Y CHAIRMAM NO
BARANDIARAN TALLERES INDUSTRIALES CELAYA S.A. DE

CV.
MR. JESUS MARIA HERRERA PERCASER DE MEXICO S.A. DEC.V. CHAIRMAM NC
BARANDIARAN
MR. JESUS MARIA HERRERA PINTURA ESTAMPADO Y MONTAJE S.A.P.l. [CHAIRMAM NO
BARANDIARAN DE C.V.
MR. JESUS MARIA HERRERA PINTURA Y ENSAMBLES DE MEXICO, S.A. |CHAIRMAM NO
BARANDIARAN DE C.V.
MR. JESUS MARIA HERRERA SERVICAT SERVICIOS CONTABLES CHAIRMAM NO
BARANDIARAN ADMINISTRATIVOS Y TECNICOS S.A. DE

C.V.
MR. JESUS MARIA HERRERA AUTOMETAL, S.A. BOARD MEMBER |NO
BARANDIARAN
MR. JESUS MARIA HERRERA DENAT 2007, S.L.U. BOARD MEMBER |NO
BARANDIARAN
MR. JESUS MARIA HERRERA ADVANCE COMFORT SYSTEMS IBERICA, |BOARD MEMBER iNO
BARANDIARAN iS.L.

MR. JESUS MARIA HERRERA GAT MEXICO, S.A. DEC.V. CHAIRMAM 'NO
BARANDIARAN |
MR. FRANCISCO JOSE RIBERAS MERA |GLOBAL DOMINION ACCESS, S.A. BOARD MEMBER [NO
MR. JESUS MARIA HERRERA NEWCOR, INC BOARD MEMBER |NO

| BARANDIARAN

MR. JESUS MARIA HERRERA CIE AUTOMOTIVE USA, INC BOARD MEMBER |NO

|BARANDIARAN

insofar as the company has been notified:

C.1.12 Name company directors, if any, on the Boards of non-group companies listed on stock exchanges,
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| Name of the Director Name of the listad company Position
MR. ANTONIO MARIA PRADERA TUBACEX, S.A. SOARD MEMBER
JAUREGU!

MR. ANTONIO MARIA PRADERA CORPORACION FINANCIERA ALBA, S.A. |BOARD MEMBER
JAUREGUI

MR. CARLOS SOLCHAGA CATALAN PHARMA MAR, S.A. BOARD MEMBER
ADDVALIA CAPITAL, S.A VIDRALA, S.A. BOARD MEMBER
QMC DIRECTORSHIPS, S.L. ADVEO GROUP INTERNATIONAL, S.A. {BOARD MEMBER
QMC DIRECTCRSH!PS, S.L. TUBOS REUNIDOS, S.A. BOARD MEMBER
MR. FRANCISCO JOSE RIBERAS MERA |GESTAMP AUTOMOCIGN S.A CHAIRMAN

MR. JUAN MARIA RIBERAS MERA GESTAMP AUTOMOCION S.A BCARD MEMBER
MR. FRANCISCO JOSE RIBERAS MERA |TELEFONICA, S.A BOARD MEMBER

C.1.13 Indicate and, if appropriate, explain whether the company has established rules on the number of
boards on which its Directors may sit:

YES | ', N [ x
C.1.14 Abrogated section

C.1.15 Indicate the total remuneration of the Board of Directors:

Remuneration of the Board of Directors {thousand eurcs) 3,916

Amount of the global remuneration corresponding fo the benefits accrued by current
:directors on pensions (thousand euro) 0

| Amount of the global remuneration comresponding to the benefits accrued by the former
directors on pensions (thousand euro) 0

C.1.16 List the members of senior management who are not executive directors and show the total
compensation earned by them during the year:

Name Position
MR. ALEXANDER TORRES COLOMAR DIRECTOR OF PLASTIC OF BRAZIL
MR. AITOR ZAZPE GORNI DIRECTOR OF BIOFUEL, PLASTIC OF EUROPE AND HUMAN
RESOURCES
MR. JUST!NO UNAMUNO URCELAY DIRECTOR OF CIE FORGE EUROPE AND CHINA, AND
| METAL EUROPE
MR. MIKEL FELIX BARANDIARAN LANDIN CHI!EF EXECUTIVE OFFICER OF GLOBAL DOMINION
ACCESS, S.A.
MRS. SUSANA MOLINUEVO APELLANIZ DIRECTOR OF INTERNAL AUDIT, COMPLIANCE AND _
CORPORATE SOCIAL RESPONSIBILITY i
MR. JOSE LUIS CASTELO SANCHEZ DIRECTOR OF STAMPING MEXICO
MR. JOSE MANUEL ESMORIS ESMOR!S !DIRECTOR OF R&D
MR. ZENON VAZQUEZ IRIZAR ' FINANCE DIRECTOR
MRS. MARIA MINAMBRES GARCIA DIRECTOR OF AUDIT AND MANAGEMENT CONTROL
MR. ANDER ARENAZA ALVAREZ DIRECTOR OF ALUMINIUM AND MACHINING EUROPE AND
CEO OF MAHINDRA CIE AUTOMOTIVE LIMITED
MRS. LOREA ARISTIZABAL ABASOLO DIRECTOR OF CORPORATE DEVELOPMENT AND
INVESTOR RELATIONSHIP |

Total senior management remuneration {thousand euros) 5,387%
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C.1.17 Name any directors who are also directors of companies holding significant interest in the company
andfor companies pertaining to its Group:

Name of the Director

Name of the significant shareholder

i Position

:MR. ANTONIO MARIA PRADERA JAUREGU!

INVERSIONES, ESTRATEGIAY
CONOCIMIENTO GLOBAL CYP, S.L.

| CHAIRMAN

MR. FRANCISCO JOSE RIBERAS MERA |
|

INVERSIONES, ESTRATEGIA Y
CONQCIMIENTO GLOBAL CYP, S.L.

'BOARD MEMBER

Describe any significant relationships other than those contemplated in the previous section between
Board of Directors” Members and significant shareholders and/or companies pertaining to their Group:

C.1.18 Indicate whether any modifications have been made during the year to the Board of Directors’

Regulations:
YES

E

PoX NO :

Description of modifications

In its meeting of 12 December 2017, the Board of Directors amended article 15 and created a new article 19bis of the
Regutations of the Board of Directors, which will have the following wording:

Article 15. Board of Directors Committees.

Notwithstanding the delegations of powers that, when applicable, are made individually to the Chairman or to any other
Director (CEQ} and of the powers held by the Board to set up an Executive Committee, with the decision-making powers it
delegates, in all cases, there will be an Audit and Compliance Committee, an Appointments and Retribution Committee, a
Corporate Soclal Responsibility Committee and a Strategy and Transactions Committee, only with powers of information,
advising and proposing in the matters determined by the following articles.

Article 19bis. The Strategy and Transactions Committee. Composition, competences and functioning.

1. The Board of Directors will also set up, on a permanent basis, a Strategy and Transactions Committee, which will be an
internal body of an informative and advisory nature, without executive functions, with powers of information, advising and
proposing within its sphere of activity mentioned in section 3 of this article. The Strategy and Transactions Committee will be
composed of a minimum of three and a maximum of 5 Directors, appointed by the Board of Directors itself, and they can be
Executive Directors or External Directors. Likewise, the Board of Directors will appoint its Chairman from the members who
make up this Committee. The Strategy and Transactions Committee will appoint the person to perform the duties of Committee
Secretary, who will not need to be a Director and who, in all cases, will have to comply with the obligations established for the
Directors in these Regulations which, by their nature, apply to him.
2. The Directors who form part of the Strategy and Transactions Committee shall hold their positions for a maximum period of
four years, notwithstanding their possible re-election. The renewal, re-election and termination of the Directors who form part of
the Committee will be governed by the terms agreed by the Board of Directors.
3. Notwithstanding any other commitments that may be assigned to it at any time by the Board of Directors, the Strategy and
Transactions Committee will perform the following basic functions:
(i}.Evaiuate and propose to the Board of Direciors strategies for growih, deveiopment or diversification of the business of the

Company and its Group.

(ii}. Submit to the Board of Directors the opportunity fo undertake new investments (both those that promote organic growth and
those that enable inorganic growth through the acquisition of new companies, activities or sectors), formulating investment
altematives in assets that imply an increment in the value of the Company and its Group in the long term.
(iii).Study and propose recommendations or imprevements to the strategic plans and their updating which, at all times, mustbe

submitted to the Board of Directors.

(iv).Any other functions that could be agreed by the Company's Board of Directors.
4. The Strategy and Transactions Committee will meet at least twice a year. Likewise, a meeting will be held at the request of
any of its members and whenever it is convened by its Chairman, who must do so whenever the Board or its Chairman request
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the issuance of a report or the adoption of proposals and, in any event, whenever it is considered appropriate for the proper
implementation of its duties.

5. At all times, the person who performs the duty of Chaimman of the committee will be responsible for convening the
Committee. Except in the case of emergency as decided by the Chairman, the notification will be sent to the members of the
Committee at least 8 calendar days in advance, by letter, fax, telegram or electronic mail. The notification will include the
agenda for the meeting. Notwithstanding, the Committee can also discuss other questions not included in the aforementioned
agenda.

6. The Strategy and Transactions Committee will be validly constituted when the majority of its members, sither present or
represented, attend the meeting and its agreements will be adopted by overall majority of the Directors, present or
represented, attending the meeting. Representation can only be granted in favour of another Director who is a member of the
Committee. The Chairman and Secretary of the Committee will be those who were appointed to these offices. In the event of
impossibility or absence, the Chairman will be substituted by the longest serving member of the Committee and, in case of
several members with the same length of service, by the eldest member of the Committee. In the event of impossibility or
absence, the Secretary will be substituted by the youngest member of the Committee.

7. The Committee must record the minutes of its meetings, which is the responsibility of the Secretary which, once approved
either at the end of the meefing itself or at the following meeting, will be signed by the Chairman and the Secretary.

8. For a better performance of its duties, the Strategy and Transactions Committee may cbtain the advice of external experts
when considered necessary for the adequate fulfiiment of its duties. Likewise, it will full powers to access all types of
information, documentation or records considered necessary for this purpose.

€.1.18 Indicate the procedures for selecting, appointing, re-electing, evaluating and removing Directors.
Describe the competent bodies, procedures to be followed and the criteria applied in each of the
procedures.

The appointment of the members of the Board of Directors is the responsibility of the General Shareholders’ Meeting, without
prejudice fo the power of the Board to designate members by co-optation in the event of vacancies.
To this effect, Article 23 of the Articles of Association lays down that:

*4. In order to be appointed 2 member of the administrative body, it is not required to be a shareholder.

5.The members of the administrative body shall hold office for four years and may be re-elected once er more times for
equivalent periods.

6.The members of the administrative body designated by co-optation shall hold their pasition untii the first General Shareholders’
Meeting.

7.The members of the administrative body shall cease to hold office when so decided by the General Shareholders’ Meeting,
when they report their resignation to the Company and when the period of their appointment elapses. In this latter case, their
resignation shall be take effect on the day on which the following General Shareholders’ Meeting is held or once the legai term for
holding the Meeting to approve the previcus year's annual accounts elapses.

8.Members of the administrative body shall perform the job and comply with the duties imposed by the Law with the diligence of
an organized businessman, considering the nature of the job and the functions attributed to each. In addition, the members of the
board of directors shall perform the job with the loyalty of a loyal representative, acting in good way and in the best interest of the
Company. The Regulation of the Board of Directors will develop the specific duties for directors from the Law, and particularty,
confidentiality, non-competition and loyalty, paying special attention to situations of conflict of interest.”

Similarly, Article 23 of the regulations of the Board of Directors lays down the following:

“Article 23. Appointment of Directors.

1.- The Directors shall be designated by the General Shareholders’ Meeting or by the Board of Directors in accordance with the
Law. :

2.- The proposal for the appointment and re-efection of directors that the Board of Directors submits to the General Shareholders'
Meeting for consideration and the resclutions congerning appointments adopted by that body by virtue of the powers of
co-optation legally attributed to, it shall be preceded by the corresponding proposal from the Appointments and Compensation
Committee in case of independent directors, or by a report In case of the remaining director.

When the Board disagrees with the Appointments and Compensation Committees’ report, it shall set out the reasons for its
decision and place them on record.

3. Proposals and reports from the Appointments and Compensation Committee shouid assess expressly the reputation,
suitability solvency, competence, expertise, qualification, training, avaitability and commitment to its role of the candidates. For
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C.1.20

this purpose, the Appointments and Compensation Committee will determine estimated fime of dedication, in number of annual
hours for non-executive directors detailing into the corresponding report or proposal.

4.The Appointments and Compensation Committee shall propose or inform in each case, the assignment of the director to one of
the categories specified in the regulation and review it annually,”

Explain, if applicable, to what extent this evaluation has prompted significant changes in its internal
organisation and the procedures applicable to its activities:

Description of modifications

As a result of the 2017 Evaluation process performed by an independent expert (Evaluacién de Consejos, S.L.), no significant
changes are proposed in the internal organization but actions are planed with a view to:
. Reviewing succession protocols and plans in greater depth.

. Improving procedures for selecting directors and training plans.
. Deep focusing in greater detail the role of certain statutory roles.
. Giving the Board more time to dedicate to strategy.

C.1.20.bis Describe the assessment process undertaken by the Board of Directors and the areas evaluated,

with the aid of an external facilitator, with respect to the composition, duties and powers of its
committees, the performance of the chairman of the board of directors and the company's chief
executive officer and the performance and contribution of individual directors.

The Appointments and Compensation Committee conducts an annual evaluation of the performance of individual directors
asslisted by an external advisor in 2017.

In this regard, each of the directors has proceeded to respond to a questionnaire and to have a meeting with the extemal advisor,
who has presented his report to the Board of Directors.

C.1.20.ter Explain, if applicable, the business relationship the advisor or any group company maintains with the
company or any group company.

C.1.21

C.1.22

The external advisor appointed for the purpose of evaluating the Board has no other business relationship with the Company or
with any of the group companies.

Indicate cases in which Directors are obliged to resign.

Article 26 of the Regulations of the Board of Directors of CIE AUTOMOTIVE, S.A indicates that:
"Article 26. Removal of Directors

1. The resignaticn of one or more of the Directors shall take place in the terms of applicable legislation.

2. Directors hold their positions at the pleasure of the Board of Directors and, if deemed appropriate, must present their
resignations in the following cases:
a) [n the case of Proprietary Directors, when he or the shareholder that he represents transfers his shareholding in the company.

b} In the case of executive directors, provided that the Board considers it appropriate and in any event, when he no longer holds
his executive position in the company and/ or companies of the group.

¢) When they are involved in a legal conflict of interest.

d}When they are tried for an alleged offence or are subject to disciplinary proceedings owing to a serious or very serious
infringement of lagislation, instigated by the supervisory authorities.

€) In the case of CEOs, they shall resign at the age of 65 but may continue as Directors without prejudice to the provisions of
paragraph b) above.

f) When they are seriously reprimanded by the Board of Directors prior a report from the Audit and Compliance Committee
owing to the breach of their obligations as Directors.”

Abrogated section

C.1.23. Is a reinforced majority, other than those legally stipulated, required for any kind of decision?:
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C.1.24

C.1.25

C.1.26

c.1.27

C.1.28.

C.1.29

YES |: NO E

If 80, explain differences

State whether there are specific requirements, other than those refating to directors, for appointment as

Chair.
YES ! NO X ‘

State whether the Chairman has a casting vote:

YES | N | X

S

State whether the Articles of Association or the Board Regulations set any age limit for Directors:

YES le NO l

Age limit for Chair:
Age limit for CEOQ: 65 years old.
Age limit Board Member:

State whether the Articles of Association or the Board Regulations set a limited term of office for
independent directors other than defined in the normative

YES [:l NO IZ!

Indicate whether the Articles of Association or rules of the Board of Directors establish specific rules for
delegate voting at the board, how to do it and, in particular, the maximum number of delegations that
may have a director, and if it has established mandatory delegate to a director of the same type. If
applicable, briefly detail these rules

Heading 2 of Article 22 of the Board Regulations of CIE Automotive, S.A. reads as follows:

“2. Directors must attend the meetings of the Board of Directors and, if they cannot do it personally, delegate its task to another
director, together with appropriate instructions. Non-executive directors may delegate to another non-executive director. It cannot
be delegated representation on matters in which the director is in situation of cenfiict of interest. The proxy shalt be given for each
meeting of the Board of Directors, and can be communicated through whatever resources set for the meeting callings.”

Indicate the number of meetings held by the Board of Directors over the year. Also indicate any
meetings that were held in the absence of the Chair. In computing, the representations made with
specific Instructions will be considered assistances.

Number of Board meetings 6

INumber of Board meetings without the Chairman 0
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C.1.30

C.1.31

C.1.32

If the Chairman is executive director, indicate the number of meetings held without the assistance or
representation of any executive director and chaired the coordinating:

Number of Board meetings l 0

Indicate the number of meetings held during the year by the various Board Committees:

| COMMITTEE E No. of Meetings

IiAuc!it and Compliance Committee l g
IAppointments and Compensation Committee ! 2
!Delegate Executive Committee i 0
!Corporate Soclal Responsibility Committee | 2i

State the number of meetings held by the Board of Directors during the year with all members being in
attendance. In computing, the representations made with specific instructions will be considered
assistances.

Number of Mesting with the assistance of all Board Members 0

% Number of assistances compared with the total votes cast during the year 82.05%

Indicate whether the individual and consolidated annual accounts presented to the Board for approval

were previously certified:
ves [ ] w [x]

If appropriate, hame the person(s) who certify the Company's individua! or consolidated annual
accounts before they are approved by the Board:

Explain the mechanisms, if any, established by the Board to avoid a qualified audit report on the
individual and consolidated annual accounts from being presented to shareholders at a General
Meeting.

In accordance with Article 3 of the Audit and Compliance Committee Regulations, the following functions, among cthers,
correspond to the Audit and Compliance Committee:

“e) Analyze, together with the auditors, the significant weaknesses of the internal control system detected during the audit.
f) Menitor the process of drawing up and presentation of financial information.

) Propose the appointment or replacement of the external auditors to the Board of Directors for its submission o the General
Sharehelders' Meeting, as well as the conditions of the agreement with the auditors under the regulations applicable and
regularly recelve information about audit plan and its perfermance, as well as preserve thelr independeance in the performance of
their duties.

h) Oversee Intemal Audit department’s activity, which shall functionally answers to the Audit and Compliance Committee.

i) Establish appropriate relationships with the auditors to receive information of any issues that may put at risk their
independence, for its consideration by the Committes and any others related to the development process of the audit, as well as
other communications envisaged in the audit legislation statements and in other auditing regulations.

In any case, it shall receive annually from the auditors a confirmation of their independence in relation to the Company or
subsidiary companies with direct or indirect interest, as well as information about additional services provided and the fees
received from these entities by the auditors or by people or companies related to these in accordance with auditing legislation.”
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C.1.33

C.1.34

C.1.35

C.1.36

C.1.37

C.1.38

Is the Secretary of the Board a Director? :

—
YES |:| NO X

If the Secretary have not the condition of director complete the following table:

Name of the Director i Agent

MR. ROBERTC ALONSO RUIZ

Abrogated section

Describe the mechanisms, if any, established by the company to safeguard the independence of
external auditors, financial analysts, investment banks and rating agencies:

Article 46 of the Regulations of the Board of Directors governs the relationships with external auditors:
“Article 46. Relations with the Auditors

1. The refationships between the Board of Directors and the Company's external auditors will be channelled through the Audit
and Compliance Committee, in the terms established by the Articles of Association and the Audit and Compliance Committee
Regulations.

2. The Board of Directors will report in the notes to the annual accounts the fees that have been paid by the Company each year
for the audit firm for services other than audit.

3. Also, the Beard of Directors shall endeavour to prepare the financial statements in such a way as not to give rise to
qualifications by the auditors. However, if the Board considers that it should stand by its judgment, it must publicly explain the
content and scope of the discrepancy.

By virtue of this mandate, the Audit and Compliance Committee will maintain relations with external auditors to receive
information regarding issues that may put their independence into question in any other issues refating to the audit of the
accounts, as well as any other communications established under audit legislation and technical regulations.”

Indicate whether or not the Company has changed its external auditor during the year. If so, name the

outgoing and incoming auditor:
YES I:I NO X f

if the Company had any disagreements with the outgoing auditor, indicate their content:

State whether or not the audit firm does any work for the Company and/or its Group other than standard
audit work and, if so, indicate the amount of the fees received for such work and the percentage it
represents of the total fees invoiced to the Company and/or its group:

YES | X ) NO .
Company Group Tatal
iSum of services other than auditing (thousand euro) 148 422 571
I }
Amount of work other than standard audit work/Total
amount invoiced by the audit firm {in %) : 48.64% 14.88% 18.17%

State whether the audit report for the financial statements for the preceding year contains any
reservations or qualifications. If so, indicate the reasons given by the Chairman of the Audit Committee
to explain the content and scope of those qualifications or reservations.

TR !
YES _ NC i X
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C.1.39

C.1.40

State the number of periods that the current audit firm has performed the audit of the company's and/or
its group's financial statements without interruption. Indicate the number of periods audited by the
current auditing firm as a percentage of the periods in which the annual accounts have been audited:

Company Group
Number of consecutive years 16 16
Nurnber of years audited by the present aud!t firm / Number of years the 47.05% 47.05%
company has heen audited (%)

Indicate, and provide details, if there is an established procedure for Directors to receive external
advice:

YES X | NO |

Procedure detalls

C1i41

Article 29 of the Regulations of the Board of Directors expressly establishes the procedure applicable to obtaining expert advice:

“Article 29. Expert advice.

1. In order to obtain assistance when camying out their duties, any Directors may request the hiring, at the Company's expense,
of legal, accounting, financial, technical, commerical or other experts if considered necessary to adequately perform their duties.
The reguest must necessarily involve specific issues of particular complexity.

2. The request must be made through the Chaimman of the Board of Directors and may be vetoed by the Board of Directors if itis
congidered that:

a) Such assistance is not required for the adequate performance of the duties with which Directors are charged;

b) The related cost is not reasonable in light of the importance of the issue concerned and the Company's assets and revenues;
¢) The assistance being requested may be adequately provided by experts and technicians already employed by the Company or
others that are already working for the Company;

d) May give rise to a risk to the confidentiality of the information that must be disclosed.”

Indicate, providing details as necessary, if there is an established procedure for Directors to obtain any
information they may need to prepare for the Meetings of the governing bodies sufficiently in advance:

YES x | NO |:|

Procedure details

C.1.42

In accordance with arficle 20 of the Regulations of the Board of Directors, at the time of the call for the meeting, the relevant
information will be sent fo the directors for the purpose of the meating. In addition, with sufficient notice, the Directors are senta
copy of the presentation that will serve as a guide for the meeting, so that they know in advance the content of the different points
of the agenda in order to prepare meetings with enough time.

in addition, articie 29 of the Reguiations of the Board states that, in order to be assisted in the exercise of their duties, any
Director may request the hiring, at the expense of the Company, of legal, accounting, financial, technical, commercial or other

experts if they considered it necessary for the proper performance of their duties. The assignment must necessarily be about
concrete problems of spacial complexity.

indicate, providing details if appropriate, if the Company has established rules requiring Directors to
report and, if necessary, resigned in any cases that could be detrimental to the Company’s reputation:

YES IZ] NO D

li Explain the rules
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In accordance with the established in Article 26.2 d). of the Reguiations of the Board of Diractors, Directors serve at the pleasure
of the Board of Directors and must present, if deemed advisable, their resignation when subject to any criminal proceedings or
disciplinary proceedings due to any serious or very serious matter being investigated by regulatory authorities.

C.1.43 Indicate whether the Company has been notified by any director that he/she has been charged with, or
is being tried for, any of the crimes contemplated under Article 213 of the Spanish Companies Law:

YES I | NO X I
Indicate whether or not the Board of Directors has analysed the case. If the answer is affirmative,
provide a reasoned explanation of the decision taken as to whether or not the Director should continue
in the post or, if so, indicate the actions taken by the Board until the date of this report or it intends to
make.

C.1.44 Detail significant agreements entered into by the company and which come into force, are amended or
terminated in the event of change of control of the company foliowing a takeover bid, and its effects.

Not applicable.

C.1.45 |dentify in aggregate and specify, in detail, the agreements between the company and its directors and
executives or employees providing for compensation, indemnity or shield, when they resign or are
made redundant without valid reason or if the contractual relationship is to an end during a takeover bid
or other operations.

Number of beneficiaries: 1

Type of beneficiary:

GLOBAL DOMINION ACCESS, S.A. CHIEF EXECUTIVE OFFICER
Description of the arrangement:

Chief Executive Officer Agreement including an early termination provision, which complies with the quantitative criterion
set out in recommendation 64.

Indicate whether these contracts must be reported and / or approved by the bodies of the company or

its group:

i Board of Directors General Shareholders
Meeting

|Board authorizing clauses YES NO

| YES | NO

iis the General Meeting reported about the clauses? i X
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C.2 Committees of the Board of Directors

C.2.1 List all the Board of Directors’ Committees, its members and the ratio of proprietary and independent
externa! directors that form it:

AUDIT AND COMPLIANCE COMMITTEE

: Name Positlon Type

MR. CARLOS SOLCHAGA CATALAN CHAIRMAN INDEPENDENT
{ADDVALIA CAPITAL, S.A. BOARD MEMBER PROPRIETARY

IMR. ANGEL MANUEL OCHOA CRESPO BOARD MEMBER {INDEPENDENT

|% of proprietary directors 33.33%
|% of independent directors 66.67%
!% of other external directors | 0.00%

Explain the functions assigned to the committee, describe the procedures and rules of organization and
operation thereof and summarize the most important activities during the year.

The Audit and Compliance Committee has the task of attending the Board of Directors of the Company in monitoring financial
statements as well as in carrying out control of CIE Automotive, S.A. and companies that are part of the Group.

The Committee tasks are as follows:

a) Review periodically risk policies and propose the amendment and update to the Board of Directors.

b) Approve policies relating to the employment of the auditor.

¢) Inform the General Shareholders' Meeting regarding the issues raised by shareholders regarding its competency.

d) Monitor the intemal control effectiveness of the Company and the Group, as well as its risk management systems, including tax.
€) Analyse, together with the auditors, significant weaknesses of the internal control system detected during the audit.

T} Supervise the process of the preparation and presentation of financial information.

g) Propose the appointment, re-election or replacement of the extemal audtors to the Board of Directors for its submission to the
General Shareholders’ Meeting, as weli as the conditions of the agreement with the auditors under the regulations applicable and
regularly receive information about audit plan and its performance, as well as preserve their independence in the performance of
their duties.

h} Monitor the activity of Internal Audit, which will depend on the Audit and Compliance Committee.

i) Establish appropriate relationships with the auditors to receive information of any issues that may put at risk their independence,
for its consideration by the Committee and any others related to the development process of the audit, as well as other
communications envisaged in the audit legislation statements and in other auditing regulations.

In any case, it shall receive annually from the auditors a confirmation of their independence in relation to the Company or subsidiary
companies with direct or indirect interest, as well as information about additional services provided and the fees received from
these entities by the auditors or by people or companies related to these in accordance with auditing legislation.

[} Annually issue, prior to the auditors' report, a declaration stating an opinion regarding the independence of the auditers. In any
case, this report shall mention the additional services delivered referred to in the previous section, under the terms established by
law.

k} inform the Board of Directors regarding the financial information, which because of its condition as a listed company, the
Company must public periodically and must ensure that the interim financial statements are prepared under the same accounting
principles as the annual accounts and consider the necessity of a limited review by the auditor.

1) Inform the Board of Directors, prior to the decision making, of the creation or acquisition of shares in special purpose companies
or those domiciled in countries or territories considered tax havens, and any other transactions or operations whose complexity
might affect to the Group’s transparency.

mj Other functions that might be agreed by the Board of Directors of the Company.

During the year, the most relevant performances have been the following:

a) Analysis of Periodic Public Information prior to its referral to the CNMV and the Governing Societies of the Bilbao and Madrid
Stock Exchanges.
b) Analysis of the annual accounts (balance, profit and loss account, statement of cash flows and statement of changes in the
net equity and the accompanying notes) and management report of CIE Automotive, S.A. and of its Consolidated Group for
the year ended Dacember 31, 2016.
c} Follow-up of external audit procedures.
d) Analysis of the internal audit procedures and, in particular, of the procedures related to the Internal Control System on the
procedure for preparing Financial Information (SCIIF).
e) Verification of the liabilities status of liabilities in relation to the approval of a interim dividend of the 2017 results.
f) Approval of the company's fiscal strategy.

h) Approval of the company's risk map
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i) To inform of the different point in the Genera! Meeting Agenda on which is competent, and specially, the one related to the
re-election of the external auditor.

Identify the Director Member of the audit committee that has been appointed taking into account their
knowledge and experience in accounting, auditing or both and report on the number of years that the
Chairman of this Committee has been in office.

Name of Director with expertise MR. ANGEL MANUEL QCHOA CRESPO

| Number of years in office 3

APPOINTMENTS AND COMPENSATION COMMITTEE

Name Position Type
MR. ANGEL MANUEL OCHOQA CRESPOQ CHAIRMAN INDEPENDENT
MR. CARLOS SOLCHAGA CATALAN BOARD MEMBER INDEPENDENT
MR. FRANCISCO JOSE RIBERAS MERA BOARD MEMBER PROPRIETARY
% of proprietary directors 33.33%
% of independent directors 66.67%
!% of other external directors 5 0.00%

Explain the committee’s duties, describe the procedures and organisational and operational rules and
summarise the main actions taken during the year.

The Appointment and Remuneration Committee is an informative and advisory internal body, without executive functions, with
faculties to obtain information, advisory and proposals within its domain.

In this sense, the Committee tasks are as follows:

a) Propose to the Board of Directors the remuneration policies for directors and senior executive and review them periodically,
proposing, if necessary, its amendment and updating to the Board of Directors.

b) Report and review the criteria to be followed regarding the composition of the Board of Directors and the selection of candidates,
and in particular, the required skills, knowledge and experience as well as the evaluation of the time and devotion required in order
to perform correctly their duties.

¢) Ensure that when there are new vacancies or the appointment of new directors, there are no bias within the selection
procedures, and particularly, ones that might obstruct the selection of a female director.

d} Set up a goal of representation for the under-represented sex on the Board of Directors and develop guidance on how to
achieve that objective,

e} Submit to the Board of Directors suggestions for the appointment of independent directors to be appointed by co-optatien or for
their submission to the decision of the General Mesting of Shareholders; suggest for re-election or removal of such directors by the
Generai Meeting of Shareholders; and inform about the removal proposals of such directors made by the Board of Birectors.

f) Report the suggestions for the appointment of the remaining directors to be appointed by co-optation or for their submission to
the decision of the General Meeting of Shareholders, as well as suggestions for re-election or removal of such directors made by
the General Meeting of Shareholders.

g) Report or draw up proposals for the appointment of intemal positions of the Beard of Directors, as well as members whe should
form part of each committee.

h) Examine and organize the succession of the Board of Directors Chairman and the Chief Executive of the Company and in this
case, where appropriate, make suggestions to the Board of Directors so that such succession occurs in an ordered and planned
way in accordance with succession plan approved by the Board of Directors.

i} Suggest to the Board of Directors the system and the amount of annual remuneration of directors, as well as the individual
remuneration of executive directors and other basic terms of their contracts, including any eventual allowance or compensations
that may be established in case of removal, in accordance with the directors remuneration policy that has been approved by the
General Meeting of Shareholders.

i} Monitor the candidates’ selection process for senior executives of the Company and report the proposals made by the Chief
Executive Officer of the Company conceming the appointment or removal of senior managers.

k} Report and submit to the Board of Directers proposals made by the Chief Executive Officer of the Company related to the
structure of remuneration of senior managers and the basic terms of their contracts.

1) Ensure that remuneration programs of the Company are compliance, and inform about the documents to be approved by the
Board of Directors for its general dissemination with regard to information of remuneration, including the Annual Report on
Remuneration paid o the Directors and sections corresponding to the annual Corporate Governance Report of the Company.

m) Other functions that might be agreed in the Company's’ Board of Directors.
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During the year it has begun to {i) analyse the IAGC, the |ARC and the Annual Financial Report within the framework of its powers
(i} report favourably on the remuneration of the members of the board of directors; (jii) promote the evaluation by an external expert
of the members of the Board of Directors.

DELEGATED EXECUTIVE COMMITTEE

i Name ' Positicn Type

MR ANTONIO MARJA PRADERA JAUREGU! CHAIRMAN EXECUTIVE

MR. FERMIN DEL RIO SANZ DE ACEDO |BOARD MEMBER JEXECUTIVE

iMR. JESUS MARIA HERRERA BARANDIARAN | BOARD MEMBER (EXECUTIVE

MR. FRANCISCO JOSE RIBERAS MERA BOARD MEMBER PRCPRIETARY '
ELIDOZA PROMOCION DE EMPRESAS, S.l.. BOARD MEMBER PROPRIETARY

% of executive members I 60.00%
% of proprietary directors 40.00%
1% of independent directors ‘ 0.00%;
% of other externa! directors : 0.00%5

Explain the committee’s duties, describe the procedure and organisational and operational rules and
summarise the main actions taken during the year.

The Executive Committee shall deal with all matters within the competence of the Board.
Notwithstanding this circumstance, during the current year there has been no mesting of the same since it has been detected
that, in practice, It was not necessary for the day-to-day management of the company. In this sense, the Board of Directors of

December 12, 2017 has agreed to sliminate this Committee and create a new Strategy and Transactions Committee so that it
can monitor the incrganic growth operations faced by the CIE Automative Group in the future.

indicate whether the delegate or executive committee reflects the participation on the board of the
different directors according to their category:

ves [x] w []

CORPORATE SOCIAL RESPONSIBILITY COMMITTEE

Name Position Type
ELIDOZA PROMOCION DE EMPRESAS, S.L. CHAIR PROPRIETARY
|ACEK DESARROLLO Y GESTION INDUSTRIAL, S.L. BOARD MEMBER PROPRIETARY
éADDVALIA CAPITAL, S.A. BOARD MEMBER PROPRIETARY
% of proprietary directors 100.00%
% of Independent directors G.00%
% of other external directors 0.00%

Explain the committee’s duties, describe the procedure and organisational and operational rules and summarise the
main actions taken during the year.

The Corporate Social Responsibility Committee is an informative and advisory internal body, without executive functions, with faculties
to obtain information, advisory and proposals within its domain.

fn this sense, the Corporate Social Responsibllity Committee tasks are as follows:
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a) Review periodically the corporate governance policies and propose to the Board of Directors, for approval or submission to the
General Meeting of Sharehoiders, amendments and updates that contribute to its development and continuous improvement.

b} Boost strategy of corporate governance and Company's sustainability.

c) Monitor the compliance of legal requirements and standards of corporate governance.

d) Know, promote, guide and monitor performance of the Company in the area of corporate social responsibility and sustainability
and report to the Board of Directors and the Executive Committee, as appropriate.

¢) Evaluate and revise the company plans of social responsibility policies and follow up their compliance.

f) Report on the implementation by the foundational entities related to the Group of activities of public interest and corporate social
responstbiiity entrusted to them.

g} Report prior to its approval, the Annual Report of Corporate Governance of the Company, gathering for this purpose the reports
issued by the Audit and Compliance Committee and the Appointments and Compensation Committee, regarding with the sections of
the report that fall within their competence, and if it is published, the report or annuatl memorandum of sustainability.

h} Promote within the Company the existence of a Code of Ethics; propose its approval to the Board of Directors and its subsequent
amendments, as well as promoting any relevant issue regarding the knowledge and compliance with the Code of Ethics.

i) Review policies and intemal procedurss of the Company in order to prove their effectiveness in preventing inappropriate behaviors
and identify any policies or procedures that are more effective in promaoting the high ethical standards.

j) Other functions that might be agreed on the Board of Directors of the Company.

Throughout 2017, the Corporate Social Responsibility has reported about IAGC, IRC and annual financial report on matters within
their competence; It has monitored the operation of the Ethics Code and the incidences detected through ethical mailbox; It has
assessed the RSC policy and the actions to be taken during the year.

C.2.2 Complete the following table with information on the number of female directors comprising the

committees of the Board of Directors during the last four years.

i Number of femals diractors
Year ended 2017 | Year ended 2016 Year ended 2015 Year ended 2014
T '
Number % | Number @ % Number : % Number %
AUDIT AND COMPLIANCE ] ,
1 33.00% 2 50.00% 2 66.00% 1 33.00%
COMMITTEE i
i
APPOINTMENTS AND i 0 0.0C% 0 0.00% 0 0.00%! 0 0.00%
COMPENSATION COMMITTEE '
DELEGATED EXECUTIVE 1 20.00% [ 1 | 20.00% 1 16.00% 1 16.00%
COMMITTEE ) i i
CORPORATE SOCIAL ! |
2 66.00% 2 66.66% - - - -
RESPONSIBILITY COMMITTE I
C.2.3 Abrogated section

C.2.4. Abrogated section

C.2.5 Indicate, where applicable, if there are any rules and regulations for the Board Committees, where they

Cc.26

DA

are available for consultation and any changes or amendments made during the year. Likewise indicate
whether an annual report on the activities of each Committee has been prepared on a voluntary basis.

Each of the Board of Directors Committees described in the previous paragraphs have its own regulations. These are available
within the corporate website: http:/fwww.cieautomotive.com/web/investors-website/comisiones-del-consejo-de-administracion. The
Committees {except the executive committee)} have prepared the reports corresponding to their activities in 2017, They are
available in the referred web.

Abrogated section

RELATED PARTY AND INTRAGROUP TRANSACTIONS

Explain, if applicable, the procedures for approving related-party or intragroup transactions.

| Procedure for approval of transactions with related parties

Operations that the company or its subsidiaries conducted with directors, significant sharehoiders or shareholders represented on
the Board of Directors or persons related to them must be submitted, prior to the approval of the Board of Directors. Espacially
operations are not included in the erdinary business of the CIE Group companies. In any case, these operations are performed
under market conditions.
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D.2 Provide a breakdown of the relevant transactions made during the year because of their nature or the sums
involved between companies or entities of the Group and the Company's significant shareholders:

Name of Signiflcant Nature of the . Amount
Shareholder Group Company Relationship Type of Transaction (thousand €)

MAHINDRA & MAHINDRA [.TD |MAHINDRA CIE Commercial Sale of goods 173,690
AUTOMOTIVE LTD I

MAHINDRA & MAHINDRA LTD |MAHINDRA CIE Commercial Purchase of goods 18,641
AUTOMOTIVE LTD

MAHINDRA & MAHINDRA LTD |MAHINDRA CIE Commercial Reception of services 2,546
AUTOMOTIVE LTD

MAHINDRA & MAHINDRA LTD |MAHINDRA CIE Commercial Rendered services 10
AUTOMOTIVE LTD

D.3 Provide a breakdown of the relevant transactions because of their nature or the sums involved between the
Company or entities of its Group, and the Directors or Senior Managers of the Company:

; —

Name of Directors Name of Related Party Link Type of transaction (thgr:st;r: € !
MR. JESUS MARIA HERRERA |CIE AUTOMOTIVE, S.A. Contractual Financing agreements: 303
BARANDIARAN loans :
ACEK DESARROLLO Y MAHINDRA CIE ' Contractual Sale of goods 6,167
GESTION INDUSTRIAL, S.L. AUTOMOTIVE LTD
ACEK DESARROLLO Y CIE AUTOMOTIVE MEXICO Contractual Sale of goods 19,509
GESTION INDUSTRIAL, S.L.
ACEK DESARROLLO Y CIE AUTOMOTIVE MEXICO: Contractual Purchase of goods 3,380
GESTION INDUSTRIAL, S.L. |

D.4  Provide a breakdown of the relevant transactions made by the Company with other companies belonging
to its same Group provided they are not eliminated in the process of consolidation and are not part of the
Company's routine business.

In any case, any group transaction carried out with entities established in countries or territories
considered as tax heavens will be informed:

CIE GALFOR, S.A.

Amount (thousand euros): 0

Brief description of the operation:
As of June 1 2017 a reverse merger has taken place between the Mauritian Mahindra Gears Global Ltd.
and its ltalian subsidiary Metalcastello, S.P.A. The latter has heen the acquiring company. After such
merger, a capital increase has been carried out in Metalcastello, S.P.A. by which CIE Galfor, $.A.U has
taken control of the merged company.
Corporate name of the group company:
MAHINDRA CIE AUTOMOTIVE LTD

Amount ({thousand euros): 0

Brief description of the operation:

As of June 30 2017 a merger has taken placs, in which the Indian company Mahindra CIE Automotive,
Ltd. has absorbed four of its subsidiary companies: the Indian societies Mahindra Gears &
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Transmissions, Pvt. Ltd. and Crest Geartech Pvt. Ltd; and the Mauritian societies Mahindra Forging
International, Ltd. and Mahindra Forging Global, Ltd.

After these corporate transactions, the Group has ceased to have shares in companies located in tax
heavens,

D.5 Provide the amount of transactions with other related parties.
15,318 (thousand euro}

D.6 List the mechanisms established to identify, determine and settle possible conflicts of interests between
the Company and/or its Group and its Directors, Executive Managers or significant shareholders.

Article 34 of the Regulations of the Board of Directors lays down the following:

“Article 34. - Conflicts of interest.
1. Directors must take necessary measures to avoid incurring conflicts of Interest in accordance with the established by law.

2. A contflict of interest is deemed to exist in those cases in which there is a direct or indirect collision between the Company's
interests and the Director's personal interests. The Director has a personal interest when the matter affects him/her or a related
person, For the purposes of these Regulations, persons related to a Director are considered to be:

1°.- The Director's spouse or persons with a similar relationship.
2°- Ascendants, descendants and siblings of the director or hisfher spouse.
3°- The spouses of the director's ascendants, descendants and siblings.

4°.- Companies in which the director, either personally or through an Intermediary, is in one of the situations defined by Article 4 of
Law 24/1988, of 28 July, on the Stock Market.

Related people are considered to be the following with respect to a legal person director:

1°.- Shareholders who, with respect to the legal person Director, is in one of the situations defined by Article 4 of Law 24/1988, of
28 July, on the Stock Market.

2°.-De facto or actual Directors, liquidators and legal representatives holding general powers-of-attorney granted by the legal
person Director.

3°.- The companies that form part of the same group, as defined by Article 4 of Law 24/1588, of 28 July, on the Stock Market, and
their shareholders.

4°. - Individuals who, with respect to the legal person director, are considered fo be related to the directors in accordance with this
section.

3. The following rules will be applicable fo conflict of interest situations:

a) Communication: the director must report to the Board of Directors and the Audit and Compliance Committee, through the
Chairman or the Secretary, any conflict of interest that arises,

b) Abstention: the director must abstain from attending and intervening in the deliberations and votes that relate to those matters
concerning the conflict of interest. Proprietary external directors must abstain from participating in votes regarding matters that
may represent a conflict of interest between shareholders that proposed their appointment and the Company.

c) Transparency: the Company will include in the Annual Corporate Governance Report information regarding any conflict of
interest involving directors that has been reported by the affected party or by any other means.”

D.7 Are more than one of the Group’s companies listed in Spain?

YES | X | NO ' |

Identify the subsidiaries listed in Spain:

Subsidiary listed
GLOBAL DOMINION ACCESS, S.A.
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Indicate if they have defined publicly accurately the respective areas of activity and eventual relations of business
between them, as well as those of the listed subsidiary company with other group companies;

—
ves | X! nNo P

! Define the eventual relations of business betwean the head company and the listed subsidlary company, and between |
this one and other group companies.

No relation of business exist.

Identify the mechanisms planned to solve the eventual conflicts of interests between the listed subsidiary and other
group companies:

i Mechanisms to solve the eventual conflicts of interast

No eventual conflicts of interest. In any case, to avoid conflicts of interest, people who occupies the charge of Director in both CIE
Automotive, 8.A. and Global Dominion Access, S.A. (and persons related to them) perform their obligations arising from the
articles 228 and 229 of the Spanish Companies Law.

[E. | RISK CONTROL AND MANAGING SYSTEMS

E.1 Explain the scope of the Risk Management System of the Company, including the ones referring to tax.

CIE Automotive is subject to several inherent risks to the various countries, markets and businesses in which it operates and the
activities carried out in each one. Aware of the importance of the adequate management of those risks, the Board of Directors,
through management, has developed and implemented a general policy of identifying and managing risks supervised by the Audit
and Compliance Committee (hereinafter “ACC”).

The overall pracess for managing corporate risks at CIE Automotive is based on the ISO 31000 method, the best practice in this
area. The risk management process is based on a continuous cycle, broken down into five phases:

I. Identify the key risks that may affect attaining the Organisation's objectives, including all financial information control objectives.

Il.Evaluate them based on probability of occurrence and their impact on the organisation, taking existing controls into
consideration. These scales are useful in order to lacate each risk info the Risk Map, the main risk assessment tool.

til, Establish a response to each one.
[V.Monitor the action taken.
V. Report the results of the analysis performaed.

E.2 Identify the bodies within the Company responsible for the development and implementation of the Risk
Management System, including tax:

Responsibility for implementing the risk management system, including tex, lies on the Board of Directors, which relies specifically
on the ACC for its monitoring and proper operation.

The risk management poticy of CIE Automotive requires all business divisions to identify and assess the risks that must face up
when achieving their business objectives in order to identify in advance the appropriate mitigating measures 1o reduce or eliminate
the probability of risk occurrence and / or its possible impact on the goals in case they materialize.

E.3 Describe the main risks that may affect the achievement of business objectives.

in the course of its business, CIE Automotive is exposed to a variety of inherent risks in the different lines of business that develops
and in countries in which they are held.

On the other hand, the different [evels of sociceconomic uncertainty that exists in the markets in which CIE Automotive cperates
can make appear risk factors currently unknown or not considered as relevant, that could potentially affect the business,
performance and/or the financial position of the company.

Are detailed briefly the main risks, which CIE Automotive faces in its business objectives:
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E.4

E.5

E.6

a) Management risk

» Regulatory risks: arising from the Securities Market rules, the law for the data protection, the feasible changes in the tax
legislation (national and international); and the civil responsibility for integrity of the heritage.

- Financial risks: debt levels, liquidity risk, risks arising from fluctuations in exchange rates, risks arising from changes in interest
rates, risks arising from the use of financial derivatives and investment risk.

* Information risks: as much as reputational risk that can affect the image of CIE Automotive or risk related to transparency and
relationship with analysts and investors.

b) Business risks: Are those that specifically affect each business and depend on the singularity of each activity.

+ Operational risks: Risks relating to recruitment and customer relationships, product quality, environmental, purchasing and
outsourcing.

» Non-operational risks: Risks related to the prevention, security and health in work, human resources, specific tax applicable to
business, the reliability of the accounting and financiai information and financial resources and debt management.

For more information regarding the risks and management measures, see the Annual Report 2017.

identify whether the entity has a level of risk tolerance, including tax.

The Board of Directors approves the acceptable level of risk for each type of risk, type of business and location, as well as levels of
aliowed deviation based on the strategic objectives and the strategic lines to achieve them, The levels of accaptable risk are
regularly updated accordingly with changes in corporate strategy and risk profile business.

Annually the risks that threaten the achievement of the business objectives are identified, including tax risk, and they are valued
based on their potential impact on financial results and their probability of occurrence. The combination of the impact and the
probability of occurrence determine the severity of the risk.

Indicate which risks, including tax, have been materialized during the year.

The resulis of the risk assessment taken place in 2017 shows the alignment between the risk map which was used and defined in
2016 with the company strategy and the internal control system effectiveness in the operational field since no key risks identified
have been materalized in 2017.

Explain the response and supervision plans held for the company’s major risks, including the ones referring

to tax.

CIE Autemotive has a corporative system to control and supervise risks. Corporate risk management system is also supported by
each business unit, in which each management level is responsible for the compliance with internal rules and procedures.

The evaluation and verification of their effectiveness is performed periodically by Compliance department, has qualified and
experienced personnel, independent of the business lines staff. Alerts, recommendations and conclusions generated are
communicated to GIE Automotive management.

Among the measures taken by CIE Automotive for monitoring risks, include:

+ Setting goals and internal regulations {policy, standards, procedures and manuals).
+ Definition, monitoring and continuous evaluation of the design and performance of internal contro! systems and compliance.

During the process of the elaboration of the Risk Map 2017, the Company has worked on the identification of new responses and
consolidation lines, for the most relevant risks for the company.

Itis important to highlight that CIE Automotive has units of analysis, monitoring and control in various areas of management risks,
such as:

« Financial risk assessment and management
- Safety and environmental standards

» Corporate Social Responsibility

« Reporting and tax risks

» Risks and continuity information systems

DESCRIPTION OF THE MAIN CHARACTERISTICS OF THE INTERNAL CONTROL AND
RISK MANAGEMENT SYSTEMS IN RELATION TO THE PROCESS FOR THE REPORTING
OF FINANCIAL INFORMATION.

Describe mechanisms that make control systems and risk management in relation to the process of
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financial reporting (SICFR) in your company.
F.1 Company control environment.
Report, noting the main features of at least:

F.1.1 The bodies and/or functions which are responsible for; (i) the existence and maintaining of
an adequate and effective SICFR,; (ii) its implementation; and (iii) its supervision.

The Board of Directors of CIE Automotive, is the body responsible, among other matters, for the updating and
or-going improvement of the Company's Corporate Governance System - in accordance with currentiy-applicable
legislation and generally-recognized corporate govemance recommendations -, through the resolutions it
considers necessary or advisable for this purpese, which are either passed by the Board itself, when they fall within
the scope of its competence, or proposed to the General Meeting. These functions are understood to include its
responsibility as regards the existence and maintaining of the Company’s intemal contro! system (hereinafter the
SICFR).

The CIE Automotive Audit and Compliance Committee (hereinafter “ACC”) is the body rasponsible for the
supervision of the efficacy of the SICFR, the internal audit function, and the corporate risks management process,
and for discussing with the accounting auditors or audit firms any significant weaknesses in the intema! control
system which have been detected during the course of the audit.

The ACC is supported by the Compliance Department to perform these functions, being responsible for the
implementation of SICFR and in general, the whole intemat control system of CIE Automotive, ensuring the
definition and design of the controt procedures which shouid be implemented in the company's operational
planning, compliance with legal regulations, internal policies and procedures.

F1.2  Whether there exist — particularly in relation to the process for the preparation of financial information —
the following:

= Departments and/or mechanisms enfrusted with: {f) the design and review of the organizational structure, (it} clearly defining
lines of responsibility and authority, and a suitable distribution of tasks and functions, (iii) ensuring that there are sufficient
procedures correctly disseminated within the Company.

The Board of Directors is the ultimate body responsible for defining and periedically reviewing the organizational structure
of CIE. The Board delegates to the Company's Senior Management the task of ensuring that subordinate structures are
equipped with adequate human and material resources. With regard to the process of the preparation of financial
information, there exists a global interrelated financial department which depends on the departments of Audit and Control
Management and the Department of Treasury and Finance.

The responsibilities and functions of all people directly involved in the preparation and review of financial information are
defined and adequately communicated within the framework of CIE Automotive's internal policies and procedures.

There are internal protocols, which guarantee that information on any change that is taking place in relation to the
preparation of financial information is distributed to the appropriate personnel in good time and in the correct form. There
are also controls in place for the identification of any irregularity in this aspect.

= Acode of conduct, including the body responsible for its approval, leval of dissemination and instruction, principles and values
included (indicate whether any specific mentions are made of the recording of operations and preparation of financial
information), and the body responsible for analyzing breaches of such code and proposing corrective action and penalties.

CIE Automotive currently has an “Interal Code of Professional Conduct” and an “Internal Regulations on Conduct in
relation to Securities Markets". There is a special section about the reliability of the financial information where there are
stablished specific standards addressed to the people invoived in the preparation of the financial information process.

Both documents are published on the corporative website and are distributed to all affected personnel through the
communication channels established for this purpose. In either cases, the body responsible for their definition and approval
is the Board of Directors.

The Internal Code of Professional Conduct lays down some hasic rules and principles whose purpose is to ensure that
there is a commitment and fransparency in relations and operations with customers, suppliers and empioyees, the
maximization and protection of shareholders’ investments and the safeguarding of health, security and environmental
Issues. The Code also establishes the need for controls over payment operations and over any situation of conflict of
interests involving employees.

30



The functions of the Corporate Soclal Responsibility (CSR) include the monitoring of compliance with the aforementioned
codes/regulations.

= Awhisle-blowing channel for communication to the audit committee of any financial and accounting irregularities, plus possible
breaches of the code of conduct and irregular activities taking place within the organization, indicating, where appropriate, the
confidential nature of such information.

CIE Automotive has a whistle-blowing channel for the receipt of notifications/reports relating to irreguiar conduct or
activiies implying any breach of the principles and ethical rules regarding the reliability of financial information laid down in
the “Internal Code of Professional Conduct” or in the “internal Regulations on Conduct in relation te Securities Markets”.

There are Regulations setting out the process for the functioning of the whistle-blowing channel, which guarantees that
reporis can be submitted by either named staff members or anonymously, being always guaranteed the whistleblowers’
confidentiality, in case he wants, and a protocal for action for analysis of complaints received, and reported to the CSR for
monitoring.

+  Training and periodic refresher programs aimed at the personnel involved in the preparation and review of financial information
and assessment of the SICFR which cover, as a minimum, accounting standards, auditing, internal control and risks
management.

As well as a variety of staff training programs, CIE Automotive has the following additional resources of which use is made
for the training and support of personnel involved in the preparation and review of financial information.

+ There is an Accounting Policies Manual, which is updated on an on-going basis.

= There is an Accounting and Management controi department, whose tasks Is to resolve any doubts regarding the
interpretation of the Manual Accounting Policies, and provide advice regarding the treatment of complex transactions.

+ There are divisionalfregional controllers who are involved In the support provided to all people forming part of the
financial function at all the Group's plants and companies, through on-going Intemal assessment and training.

= When a new company joins the Group, support strategies are developed to train its employees in accordance with the
Group's standards and criteria.

« Advice is received from external advisors in relfation to changes in accounting, legal and tax rules, which may affect the
Company.

F.2 Risk assessment of financial information.

Report at least:

F.2.1. What are the main characteristics of the process of identifying risks, including risks of error or
fraud, as to:

« Whether there exists such a process and whether it is documented.

The global Corporate Risks Management process is based on the iSO 31000 and on a continuous cycle
comprising five phases:

I The identification of key risks, which may affect the fulfilment of the Organization’s objectives, including all
financial information control objectives, tax objectives as well.

Il. The evaluation of such risks based on the probability of occurrence and their impact on the organization,
taking the existing controls into consideration. These scales are useful in order to locate each risk into the
Risk Map, the main risk assessment tool.

[ll. Determination of the required response for each such risk.
IV. Monitoring of the agreed courses of action; and
V. reporting of the results of the analysis made.

The process of identification and assessment of risks are tasks for the Senior Management and executive team.
They self-assess the risks identified, with Compliance department acting as coordinator in this process.

The result obtained is a Risk Map, and a [ist of steps to be taken for the proper management of risks.

The above is complemented by activities for the monitoring of the management of certain risks, which are camied
out by the Compliance department.
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* Whether the process covers all financial reporting objectives, (existence and occurrence; integrity; measurement;
presentation, breakdown and comparability; and rights and obiigations), whether it is updated, and how
frequently.

As is indicated in the procedure, the identification and analysis of risks cover all aspects of financiat
information, which may have a materiat impact on its reliability.

The Risks Map is required to be updated annually as a minimum. However, in the event of circumstances
arising during the year, which require specific steps to be taken for the management of a potential risk, the
appropriate measures are adopted.

* The existence of a process for the identification of the consolidation scope taking into account, among other
aspects, the possible existence of complex corporate structures, and instrumental or special-purpose companies.

The process for the identification and assessment of risks takes into consideration all processes, group
companies and their various structures, and specific characteristics of each country and business line, with
particular attention being paid to risks deriving from transactions which, owing to their foreseen level of
complexity or significance, require specialized management.

» Whether the process takes into account the effects of other risk types (operational, technological, financial, legal,
reputational, environmental, and so on) insofar as these affect the financiat statements.

As it has been mentioned above, the model is based on the 1SO 31000 methodology that taking as its starting
point the Organizations’ cbjectives, results in 2 Risk Map that is updated annually, monitoring among others,
financial risks, tax and legal and those from different typology {operational, strategic, compliance,
envircnmental, Corporate Social Responsibility, fraud, etc.).

* The governing body, which supervises the process.

This entire process is reviewed and approved by the ACC, which is the body, which ultimately determines
whether the process of identification, assessment and monitoring of the Company’s risks and, spacifically, the
measures aimed at identifying material risks in retation to financial information, are appropriate and sufficient.

F.3 Conirol activity.

Report, noting their main features, if you have at least:

F.3.1 Procedures for reviewing and authorising the financial information and description of SICFR to be
disclosed to the markets, stating who is responsible in each case and documentation and flow
charts of activities and controls (including those addressing the risk of fraud) for each type of
transaction that may materially affect the financial statements, including procedures for the closing
of accounts and for the separate review of critical judgements, estimates, evaluations and
projections.

The Board of Directors is the highest responsible body for approving and monitoring the Group's financial statements.
The Group sends quarterly information {o the stock market. This information is prepared by the Audit and Management
Control department, which performs a number of control activities during the accounting closing period to ensure reliability
of financial information.

In addition to the actual closure-cf-accounts procedure, and prior to the process for the preparation and review of financial
information, CIE Automotive has control procedures and activities taking place in other key areas of the company which
purpose is to ensure that transactions are properly recorded, measured, presented and broken down, and accordingly to
prevent and detect fraud and thus cover all transactions that could materially affect the CIE Automotive's financial
statements.

The key processes of the company, including closing, for which have been defined risk and control matrices, are as follows:

1.Closing, consolidation and reporting
2.Property, ptant and equipment
3.Financial assets and liabilities
4.Inventories

5.RevenuefAccount receivable

6. Treasury
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7.Accruals

8.Cost of sales/Account payable
9.Human Resources

10. Tax

The financial statements are prepared based on a reporting schedule and deadlines, known by all participants in the
process, taking into account the time for legal dellvery.

Furthermore, and for the review of judgments, opinions, assessments and projections, tha Manual of Accounting Policies
defines the criteria for CIE Automotive existing application approach.

The aforementicned significant transactions are reviewed by the company’s Board of Directors through various processes
(review, approval and monitoring of the Strategic Plan and Budget, and the review of the most significant accounting
estimates and accounting judgments used in the preparation of financial information), once the ACC has confirmed that the
information is adequate.

F.3.2 Internal control policies and procedures relating to information systems (including, among others,
access security, control over changes, operation of such systems, operating continuity and
segregation of duties) which support the entity’s significant processes in relation to the preparation
and publication of financial information.

CIE Automotive has internai control policies and procedures in place in respect of information systems, which support its
significant processes, including the process for the preparation and review of financial information. This policy and
framework policy is based on a catalogue of international standards ISO 27000.

CIE Automotive uses information systems for the correct recording and control of its operations; it is therefore highly
dependent on their comect functioning.

As part of the process for the identification of risks of misstatement in financial information, CIE Automotive identifies the
systems and applications, which are relevant in each of the areas or processes considered significant. The systems and
applications identified include both those, which are used directly in the preparation of financial information, and those,
which are relevant to the efficacy of controls, which reduce the risk of misstatement in such information.

CIE Automotive has a security policy systems defined at the corporate level aimed at achieving the security objectives
identified.

The objective is to adopt the pertinent measures of an organizational, technical and documentary nature necessary to
guarantee the desired level of security. The work performed in this connection relates to the following areas:

« Access control and user administration.

* Management of changes.

+ Back-up and recovery.

* Physical security.

+ Control of subcontractors.

« Provision of resources, risk purging and business maintenance.

Critical business processes for CIE Automotive have differant organizational and technological solutions that guarantee
business continuity.

F.3.3 Internal control policies and procedures for supervising the managemeni of activities outsourced io
third parties, as well as aspects of assessment, calculation or measurement entrusted to
independent experts, which may have a material impact on the financial statements.

in general, CIE Automotive does rot outsource any activities considered relevant that could affect substantively to financial
information.

in any case, CIE Automotive has a management procedure in place in respect of activities outsourced to third parties, the
purpose of which Is to define the controls to be applied to activities outsourced to third parties, which have a significant
impact on the financial information prepared by CIE Automotive.

Based on the analysis undertaken, the view has been formed that during 2017 the only area outsourced with a possible
material impact on the financial information of the Group is the Information Systems area. In this respect, CIE Automotive
has verified that the supplier company has the obtained appropriate certifications as to the adequacy of its control
environment, and that such certificaticns are pericdically validated by an independent party.
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in addition, there are control aclivities taking place periodically in CIE Automotive {included in the aforementioned risk and
control matrices) which aiso play a part in validating the control environment in this area.

Responsibility with respect to other activities in relation to significant transactions which are entrusted to independent
experts {e.g. tax advisory services, relationship with actuarial experts and derivative management) remains within CIE
Automotive specific monitoring work being required to guarantee their reliability.

F.4 Communication and information.

Report, noting their main features, if you have at least:

F.4.1

F.4.2

A spegcific function responsible for defining and updating accounting policies {area or department of
accounting policies) and resolve questions or disputes regarding its interpretation, maintaining fluid
communication with those responsible for transactions at the organization, as well as an updated
accounting policies manual to be communicated to the subsidiaries through which the company
operates.

The Role of Accounting Policies is assumed by the Audit and Compliance department, which depends directly from the
Chief Executive Officer.

[n performing this function, the department assumes the following responsibilities:

- Maintenance and dissemination of CIE Accounting Policy Manual {Continuous Update) to other Group companies.

- Update any changes in accounting rules applicable to all members of the finance function of CIE.

- Resolution of disputes that may arise (Individually or in a consolidated level) in the interpretation of the rules to be applied.
- Mechanisms for capturing and preparing financial information homogenously.

Mechanisms for financial information gathering and preparation in standard format, application
and use by all units of the entity or the group, supporting key financial statements and notes, as
well as information concerning SICFR.

CIE Automotive has a specific system for financial reporting and consolidation, which is used in all group units, allowing the
capture of financial infermation homogenously. This system is also used, in tum, to the development of aggregation and
consolidation of the data reported.

Additionally, for the collection of the SICFR information, CIE is involved in the implementation process of SAP GRC tool in
all Group units.

F.5 System performance monitory

Report, noting its main features, at least:

F.5.1

Monitoring activities conducted by the SICFR audit committee and whether the entity has an
internal audit function whose competencies include the support to the committee in its oversight of
the internal control system, including SICFR. Also informing of the scope of the assessment of
SICFR in the exercise and the process by which the responsible for implementing the evaluation
reports its results, if the entity has an action plan detailing any corrective measures, and whether it
has considered its impact on financial reporting.

The ACC has the following oversight responsibilities of SICFR;

= Supervision of periodic financial information.
Monitoring and evaluation of the operation of SICFR.
- Knowing the financial reporting process and internal control systems associated with significant risks of company.
- Periodically review intemal control and risk management systems, so main risks are identified, managed and properly
disclosed.

CIE Automotive has a Corporate Internal Audit Department, which depends on the Compliance department and this in

tumn to the ACC, which coordinates the Intemal Auditing teams in Europe(including Russia and Morocco in the scope),
Mexico, Brazil and India whose members are exclusively dedicated to these functions.
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The main function of the Internal Audit Department is oversesing the internal control system, within which there are
inciuded issues such as supervision of the correct implementation of the risk management system, in which it is also
included the managing of the risk of fraud, and controls aimed at reliability of financial information,

Based on the results of the risk assessment, the Internal Audit depariment prepares an annual plan of CIEs' SICFR, to be
submitted in each period for approval by the ACC as responsible for overseeing the SICFR.

The Information to be provided to the market or stakeholders about SICFR will have an annual basis and shall cover the
period of the corresponding financial report.

F.5.2 If you have a discussion process by which the auditor (in accordance with the provisions of the
NTA), the internal audit function and other experts can communicate to senior management and
the audit committee or board of the entity significant internal control weaknesses identified during
the review process of the annual accounts or those that have been entrusted to them. It should
also report on whether an action plan to correct or mitigate the weaknesses cbserved exists.

The auditor participates actively in the meetings of the ACC. Furthermore, the auditor issues annually a report of internal
control weaknesses, which is submitted to the ACC for the adoption of measures deemed appropriate.

Additionally, CIE Automotive has a procedure allowing any external advisors, in the exercise of its activity, to detect the
existence of intemal control weaknesses, and communicate through Internal Audit department to the ACC's detected
issues for discussion, analysis and evaluation.

F.6 Other relevant information.

Not applicable.

F.7 External auditor report.
Report of:
F.7.1  If SICFR information supplied to markets has been reviewed by the external auditor, in which case

the entity should include the report. Otherwise, it should report its reasons.

CIE Automotive has subrnitted to an External Auditor the effectiveness of internal control system on the Financial Reporting
(SICFR), in relation to the financial information contained in the Groups’ consolidated annual accounts at December 31,
2017.

A copy of the opinion of the External Auditor is aitached.

[ G. | COMPLIANCE WITH CORPORATE GOVERNANCE RECOMMENDATIONS

Indicate the degree of conformance of the company to the recommendations of the Unified Code of Good
Governance.

In the event that any recommendation is not followed or partially followed, include a detailed explanation

of its reasons so that shareholders, investors and the market in general, have sufficient information to
evaluate the behaviour of the Company. General explanation will not be acceptable.

1. The Articles of Association of listed companies should not place an upper limit on the votes that can be
cast by a single shareholder, or impose other obstacles to the takeover of the company by means of
share purchases on the market.

Compiy X Explain !

2. When a dominant and a subsidiary company are stock market listed, the two should provide detailed
disclosure on:
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a) The type of activity they engage in and any business dealings between them, as well as between the
subsidiary and other group companies;
b} The mechanisms in place to resolve possible conflicts of interest.

1 1 r—-—-—-—-|
Comply |:| Partlally compiy X | Explain | Not appicable !

It should be noted that CIE Automotive and its listed subsidiary Global Dominion Access (i) have no business relations (i) and
consequently could not lead to possible conflicts of interest. These are unlikely to occur as there are no business relations.

In any case, by the fact that there are no business relations, if is not necessary to define with more precision “the eventuai
business relation between the parent and the listed subsidiary and between the listed subsidiary and the remaining of the group
companies” and "the mechanisms in placs to resolve possible conflicts of interest”

Consequently, it is not considered necessary to define publicly their relation and thus the Company considers that the
recommendation is partially complied.

3. During the annual general meeting, the chairman of the board should verbally inform shareholders in
sufficient detail of the most relevant aspects of the company’s corporate governance, supplementing the
written information circulated in the annual corporate governance report. In particular

a) Changes taking place since the previous annual general meeting.
b) The specific reasons for the company not following a given Good Governance Code
recommendation, and any alternative procedures followed in its stead.

Comply Partially compty II] Explain I:I

The framework of normal running of the General Sharehclders’ Meeting, we inform those of the relevant circumstances
occurred since the last meeting, including, issues of corporate governance (i.e. adoption of new Board of Directors regulation,
creation of the Corporate Social Responsibility Committee, etc.).

However, it is not considered important fo emphasize why the CIE Automotive, S.A. does not follow any specific
recommendation to the extent that (i) no circumstances seem sufficiently relevant, and (i) those circumstances, if appropriate,
are included in the Annual Corporate Govemance Report, (to which shareholders have access)

4. The company should draw up and implement a policy of communication and contacts with shareholders,
institutional investors and proxy advisors that complies in full with market abuse regulations and accords
equitable treatment to shareholders in the same position.

This policy should be disclosed on the company’s website, complete with details of how it has been put
into practice and the identities of the relevant interlocutors or those charged with its implementation.

Comply Partially comply Explain !

5. The board of directors shouid not make a proposal to the general meeting for the delegation of powers to
issue shares or convertibie securities without pre-emptive subscription rights for an amount exceeding
20% of capital af the time of such delegation.

When a board approves the issuance of shares or convertible securities without pre-emptive subscription
rights, the company should immediately post a report on its website explaining the exclusion as
envisaged in company legislation.

—_— ;
Comply Partlally comply Expiain |

6. Listed companies drawing up the following reports on a voluntary or compulsory basis should publish
them on their website well in advance of the annual general meeting, even if their distribution is not
obligatory:

a) Report on auditor independence.
b) Reviews of the operation of the audit committee and the appointments and remuneration committee.
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¢) Audit committee report on third-party transactions.
d) Report on corporate social responsibility policy.

— —
Comply : Partially comply | Explain

As a result of the holding the Shareholders General Mesting in 2018, the referred reports will be published.

7. The company should broadcast its general meetings live on the corporate website.

Comply l:] Explan | X
Given the characteristics of CIE Automative, S.A. shareholders, and in light of the assistance to the Boards, CIE Automotive, S.A.

does not consider relevant live broadcast of the Shareholders General Meeting through its website.

In view of the size, capitalization, composition of share capital and the normal development of the meetings of the General Board,
the Company considers that live streaming would not have a broad reception. Consegquently, the measure would have more cost
than benefits involved and its implementation would not add value to the corporate government.

8. The Audit committee should strive to ensure that the board of directors could present the company's
accounts to the general meeting without limitations or qualifications in the auditor's report. In the
exceptional case that qualifications exist, both the chairman of the audit committee and the auditors
should give a clear account to shareholders of their scope and content.

Comply ! X | Partialty comply | Explain |:|

8. The company should disclose its conditions and procedures for admitting share ownership, the right to
attend general meetings and the exercise or delegation of voting rights, and display them permanently on
its website.

Such conditions and procedures should encourage shareholders to attend and exercise their rights and
be applied in a non-discriminatory manner.

Comply L X I Partially comply Explain |:|

10.When an accredited shareholder exercises the right to supplement the agenda or submit new proposals
prior to the general meeting, the company should:

a) Immediately circulate the supplementary items and new proposals.

b) Disclose the model of attendance card or proxy appointment or remote voting form duly modified so that new
ggenda items and alternative proposals can be voted on in the same terms as those submitted by the board of
irectors.

c) Put all these items or altemnative proposals fo the vote applying the same voting rules as for those submitted by the
board of directors, with particular regard to presumptions or deductions about the direction of votes.

d) After the general meeting, disclose the breakdown of votes on such supplementary items or alternative proposals.

Comply | Partiaiiy comply | Explain i Notapplicable | X

11.In the event that a company plans to pay for attendance at the general meeting, it should first establish a
general, long-term policy in this respect.
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Comply ! Partially comply | I Explain I | Not applicable E X

12.The board of directors should perform its duties with unity of purpose and independent judgement,
according the same treatment to all shareholders in the same position. It should be guided at all times by
the company’s best interest, understood as the creation of a profitable business that promotes its
sustainable success over time, while maximising its economic value.

fn pursuing the corporate interest, it should not only abide by laws and regulations and conduct itself
according to principles of good faith, ethics and respect for commonly accepted customs and good
practices, but also strive to reconcile its own interests with the legitimate interests of its employees,
suppliers, clients and other stakeholders, as well as with the impact of its activities on the broader
community and the natural environment.

Comply X ¢ Partially comply | Explain | |

13.The board of directors should have an optimal size to promote its efficient functioning and maximise
participation. The recommended range is accordingly between five and fifteen members.

Comply X | Expan |

14.When The board of directors should approve a director selection policy that:
a) Is concrete and verifiable.
b} Ensures that appointment or re-election proposals are based on a prior analysis of the board's needs.

c) Favours a diversity of knowledge, experience and gender.

The results of the prior analysis of board needs should be written up in the appointments committee’s
explanatory report, to be published when the general meeting is convened that will ratify the appointment
and re-election of each director,

The director selection policy should pursue the goal of having at least 30% of total board places occupied
by women directors hefore the year 2020,

The appointments committee should run an annual check on compliance with the director selection
policy and set out its findings in the annual corporate governance report.

Comptly i Partially comply |:| Explain

Given the usual lack of vacancies In the Board of Directors, it does not exist such a policy for the selection of directors, without
prejudice that prevail the fulfiiment of the required objectives by this recommendation in the Board of Directors' decisions in the
context of the various appointments. So far, the standards, which have guided to the Appointments and Compensation Committee
and the Board of Directors in the selection process for the directors, have satisfactorily passed the stablished requirements in the
recommendation. In the future, t is hoped that the level of selection and compliance of the requirements of the diversity of
knowledge, experience and especially gender, despite the absence of a selection policy.

15.The Proprietary and independent directors should constitute an ample majority on the board of directors,
while the number of executive directors should be the minimum practical bearing in mind the compiexity
of the corporate group and the ownership interests they control.

— 1
Comply X | Parlialiy comply | | Explaln I

16.The percentage of proprietary directors out of all non-executive directors should be no greater than the
proportion between the ownership stake of the shareholders they represent and the remainder of the
company’s capital.
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This criterion can be relaxed:

a) In large cap companies where few or no equity stakes attain the legal threshold for significant
shareholdings.
b) In companies with a plurality of shareholders represented on the board but not otherwise related.

| — ]
Comply Explain L

In line with paragraph (b) of this recommendation, CIE Automotive, S.A. has a number of significant shareholders represented in
the Board of Directors, without any relationship.

The eventual overrepresentation of Proprietary Directors that might be detected is attenuated by the diversity of interest of the
significant shareholders who form the board.

The Company considers that the balanced proportion, which is expressed by the recommendation, is adequately attenuated by the
diversity of interest of the significant shareholders. Proprietary directors with different knowledge, experience and profile represent
them in the Board of Directors.

17.Independent directors should be at least half of all directors

However, when the company does not have a large market capitalization, or when a large cap company
has shareholders individually or concertedly controlling over 30 per cent of capital, independent directors
should occupy, at least, a third of board places.

Comply | Exptain X

CIE Automotive, S.A. believes that the number of independent directors reflects correctly the current shareholding composition of
the company.

Since the Company is not consider as large-caps, the ratio of independents directors over total directors in the Board of Directors is
a 15%. It does not achieve a third of the board place recommended, however if it is included both independent director and extemnal
directors the ratio is a 77%.

The Company considers that the referred proportions are appropriate for the configuration of the Board of Directors considering the
shareholders composition and thus it is not necessary to include more independent directors, by the moment. The company
contemplate the number of external directors (three-quarters of the directors) enable Board to take decisions with the necessary
levels of quality, objective and independence for the right formation of the corporate will. Notwithstanding the foregoing, will be
promoted the inclusion of the independents directors for the successive appointments.

18.The Companies should disclose the following director particulars on their websites and keep them
regularly updated:

a) Background and professional experience.

b) Directorships held in other companies, listed or otherwise, and other paid activities they engage in, of
whatever nature.

c) Statement of the director class to which they belong, in the case of proprietary directors indicating the
shareholder they represent or have links with,

d) Dates of their first appointment as a directors and subsequent re-elections.

e} Shares held in the company, and any options on the

Comply 1 Partially comply | X i Explain i

Although there is no specific section on the web page that grouped the information indicated in the recommendation, it is found in
the Annual Corporate Governance Report {(accessible at all times from the website) and in the section of the website reserved for
the Board. of administration; with what the Company understands that the content of the information is sufficient for the purposes
that are pre-selected and in relation to the profiles of the members of the Board of Directors.

19.Following verification by the appointments committee, the annual corporate governance report should
disclose the reasons for the appointment of proprietary directors at the urging of shareholders controlling
less than 3 per cent of capital; and explain any rejection of a formal request for a board place from
shareholders whose equity stake is equal to or greater than that of others applying successfuily for a
proprietary directorship.
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Comply ;I Partially comply l Explain | Not applicable | X

20.Proprietary directors should resign when the shareholders they represent dispose of their ownership
interest in its entirety. If such shareholders reduce their stakes, thereby losing some of their entilement
to proprietary directors, the latters' number should be reduced accordingly.

Comply | | Partially comply [:’ Explain | | Notapplicable | X

21.The board of directors should not propose the removal of independent directors before the expiry of their
tenure as mandated by the bylaws, except where they find just cause, based on a proposal from the
appointments committee. In particular, just cause will be presumed when directors take up new posts or
responsibilities that prevent them allocating sufficient time to the work of a director, or are in breach of
their fiduciary duties or come under one of the disqualifying grounds for classification as independent
enumerated in the appiicable legislation.

The removal of independent directors may also be proposed when a takeover bid, merger or similar
corporate transaction alters the company’s capital structure, provided the changes in board membership
ensue from the proportionality criterion set out in recommendation 16.

Comply Explain " I

22.Companies should establish rules obliging directors to disclose any circumstance that might harm the
organisaticn's name or reputation, tendering their resignation as the case may be, and, in particular, to
inform the board of any criminal charges brought against them and the progress of any subseguent trial.

The moment a director is indicted or tried for any of the offences stated in company legislation, the board
of directors should open an investigation and, in light of the particular circumstances, decide whether or
not he or she should be called on to resign. The board should give a reasoned account of all such
determinations in the annual corporate governance report.

Comply ‘:I Partially comply Explain

The recommendation 22 include two reasons or circumstances to resign: (i) circmstance that might harm the organisation’s name
or reputation. {fi) The director is indicted or tried for any of the offences stated in company legislation.

The article 26.2(d) The Board of Directors regulation of the Company establish as resign circumstances: “When the directors are
indicted for an allegedly criminal act or are subject to a disciplinary proceeding for serious or very serious fault instructed by the
supervisory authorities”.

Regard to the second reason or circumstance described in the 22 recommendation, this is included in the Board of Directors
regulations (The expression “are indicted” include the order opening similar to an indictment act in the summary proceedings.
Furthermore, the level of requirements of the Board of Directors regulation is higher than the recommended, because this include
any kind of offence (not only the referred in the company legislation). It overcome the jurisdictional criminal scope inasmuch as
include the initiation of disciplinary proceedings and thus the Company comply the second circumstance of the recommendation.

Regard to the first reason or circumstance described in the 22 recommendation, the Company considers that it is extremely broad
and absfract. Inasmuch as the objective of is sufficiently covered by the article 26.2 (d) to {f) sections of the Board of Directors
regulation. In any case, the company does not fully comply.

23.Directors should express their clear opposition when they feel a proposal submitted for the board's
approval might damage the corporate interest. In particular, independents and other directors not subject
to potential conflicts of interest should strenuously challenge any decision that could harm the interests of
shareholders lacking board representation.

When the board makes material or reiterated decisions about which a director has expressed serious

reservations, then he or she must draw the pertinent conclusions. Directors resigning for such causes
should set out their reasons in the lefter referred to in the next recommendation.

40



The terms of this recommendation also apply to the secretary of the board, even if he or she is not a
director.

—
Comply i I Partially comply | .I Explain | ! Notapplicable | X

24.Directors who give up their place before their tenure expires, through resignation or otherwise, should
state their reasons in a letter to be sent to all members of the board. Whether or not such resignation is
disclosed as a material event, the motivating factors should be explained in the annual corporate
governance report.

i f t
Comply I Partially comply | ' Explain ! Not applicable | X |

25.The appointments committee should ensure that non-executive directors have sufficient time available to
discharge their responsibilities effectively.

The board of director’s regulations should lay down the maximum number of company boards on which
directors can serve.

! . 1
Compiy | Partially comply ! Explain X
|

The Board of Directors of the Company have a balanced composition regard the director's category. The directors, who act as

directors in other companies, have evidenced that these functions do not prevent the sufficient dedication to the task assigned to
the CIE Automotive directors.

The Appointments and Compensation Committee in the independent director appointment or assessment, or any other director,
asses that dedication ability of the candidate.

For these reasons, the Company considers that it is not necessary to include this [imitation in the Board of Directors regulation.

26.The board should meet with the necessary frequency to properly perform its functions, eight times a year
at least, in accordance with a calendar and agendas set at the start of the year, to which each director
may propose the addition of initially unscheduled items.

Comply : Partiallycomply | X | Explain | E

The Company considers that s not necessary the minimal recommended frequency (8 meeting each year). For various reasons
such as, the existence of three executive directors including the Chief Executive Officer who can take executive decisions.
Furthermore, in practice the number of annual meetings (6) of this committee have been revelated enough.

27.Companies Director absences should be kept to a strict minimum and quantified in the annual corporate

governance report. In the event of absence, directors shouid deiegate their powers of representation with
the appropriate instructions.

Comply I:I Partlally comply ‘ Explain | x |

The absences of the directors are quantified in the Annual Corporate Governance Report. It should be noted that in the majority of
cases, absent directors proceed to delegate their representation to other directors, although they do not grant representation with
specific instructions, but leave the direction of the representative director the direction of the vote. Although this practice does not
comply with the recommendation, in all the sessions in which this circumstance ocourred, the number of absences (although
represented without instructions) was not significant, the absent counselors having been duly represented through the
representatives indicated.
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28.When directors or the secretary express concerns about some proposal or, in the case of directors, about
the company's performance, and such concerns are not resolved at the meeting, they should be
recorded in the minute book if the person expressing them so reguests.

| i I
Comply ! Partially comply ! ll Explaln Not applicable | X

29.The company should provide suitable channels for directors to obtain the advice they need to carry out
their duties, extending if necessary to external assistance at the company's expense.

*

Compiy : X | Partially comply L Expiain

30.Companies Regardless of the knowledge directors must possess to carry out their duties, they should
also be offered refresher programmes when circumstances so advise.

Comply ! Explain ,! ]Notapp!lcabie' X

31.The agendas of board meetings should clearly indicate on which points directors must arrive at a
decision, so they can study the matter beforehand or gather together the material they need.

For reasons of urgency, the chairman may wish to present decisions or resclutions for board approval
that were not on the meeting agenda. In such exceptional circumstances, their inclusion will require the
express prior consent, duly minuted, of the majority of directors present.

Comply Partially comply I:] Explain I:I

32.Directors should be regularly informed of movements in share ownership and of the views of major
shareholders, investors and rating agencies on the company and its group.

Comply Partially comply I:I Explain |:|

33.The chairman, as the person charged with the efficient functioning of the board of directors, in addition to
the functions assigned by law and the company’s bylaws, should prepare and submit to the board a
schedule of meeting dates and agendas; organise and coordinate regular evaluations of the board and,
where appropriate, the company’s chief executive officer; exercise leadership of the board and be
accountable for its proper functioning; ensure that sufficient time is given to the discussion of strategic
issues, and approve and review refresher courses for each director, when circumstances so advise.

Comply Partially comply | ! Explain I:I

34.When a lead independent director has been appointed, the bylaws or board of directors regulations
should grant him or her the following powers cver and above those conferred by law: chairman the board
of directors in the absence of the chairman or vice chairmen give voice to the concerns of non-executive
directors; maintain contacts with investors and sharehoiders to hear their views and develop a balanced
understanding of their concerns, especially those to do with the company’s corporate governance; and
coordinate the chairman's succession plan.

Comply X | Partially comply If Explain E Not appiicable i

35.The board secretary should strive to ensure that the board’s actions and decisions are informed by the
governance recommendations of the Good Governance Code of relevance to the company.

I i 1
Comply X | Explain | ;
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36.In The board in full should conduct an annual evaluation, adopting, where necessary, an action plan to
correct weakness detected in:

a) The quality and efficiency of the board’s operation.

b) The performance and membership of its commitiees.

¢} The diversity of board membership and competences.

d) The performance of the chairman of the board of directors and the company’s chief executive.

e) The performance and contribution of individual directors, with particular attention to the chairmen of
board committees.

The evaluation of board committees should start from the reports they send the board of directors, while
that of the board itself should start from the report of the appointments committee.

Every three years, the board of directors should engage an external facilitator to aid in the evaluation
process. This facilitator’s independence should be verified by the appointments commiitee.

Any business dealings that the facilitator or members of its corporate group maintain with the company or
members of its corporate group should be detailed in the annual corporate governance report.

The process followed and areas evaluated should be detailed in the annual corporate governance report.

Comply ! X | Partially comply I:I Exptain !

37.When an executive committee exists, its membership mix by director class should resemble that of the
board. The secretary of the board should also act as secretary to the executive committee.

Comply Partially comply l:l Explain X Not applicable

The Executive Committee reflect an adequate composition for the assigned duties. The duties of the executive committee of the
Company are principally monttoring the ordinary course of business, with a character markedly industrial. Therefore instead of
replicate the composition of the Board of Directors, the Company considers that is better that directors with an executive or
industrial professional profile formed the composition of Executive Committee.

In any case, this Committee has ceased in its functions with effects 1 January 2018, whilst no meetings were held during 2017.

38.The board should be kept fully informed of the business transacted and decisions made by the executive
committee. To this end, all directors should receive a copy of the committee’s minutes.

]
Comply ‘ Partally comply Explain X I Not applicable

First of all, the Executive Commitiee has held no meeting in 2017. In any case, given the functions of the Executive Committee and
its essential task of monitoring the business, is not necessary to bring minutes of the Executive Commission to the rest of the Board
of Directors.

The reason for this circumstance is essentially that the Executive Committee has not taken decision actions, reserved to Board of
Directors, the duties of the committee are camry out tracking of the business, the information from the monitoring task are reported
to the Boards of Directors in each meeting. Due to these causes the Company have not considered necessary the compliance of
the recommendation.

39.All members of the audit committee, particularly its chairman, should be appointed with regard to their
knowledge and experience in accounting, auditing and risk management matters. A majority of
committee places should be held by independent directors.

Comply Partially comply I:! Explain |:|
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40.Listed companies should have a unit in charge of the internal audit function, under the supervision of the
audit committee, to monitor the effectiveness of reporting and control systems. This unit should report
functionally to the board’s non-executive chairman or the chairman of the audit committee.

Comply i X ! Parially comply I | Explain | i

41.The head of the unit handling the internal audit function should present an annual work programme to the
audit committee, inform it directly of any incidents arising during its implementation and submit an
activities report at the end of each year.

[ H T i
Comply i X | Pariafly comply Explain | Not applicable l

The audit committee should have the following functions over and above those legally assigned:
1. With respect to intemal control and reporting systems:

a) Monitor the preparation and the integrity of the financial information prepared on the company and, where
appropriate, the group, checking for compliance with tegal provisions, the accurate demarcation of the
consolidation perimeter, and the comrect application of accounting principles.

b) Monitor the independence of the unit handiing the internal audit function; propose the selection, appointment,
re-election and removal of the head of the intemal audit service; propose the service’s budget; approve its
priorities and work programs, ensuring that it focuses primarily on the main risks the company is exposed to;
receive regular repart-backs on its activities; and verify that senior management are acting on the findings and
recommendations of its reports.

c) Establish and supervise a mechanism whereby staff can report, confidentially and, if appropriate and
feasible, anonymously, any significant irregularities that they detect in the course of their duties, in particular
financial or accounting irregularities.

2. With regard to the external auditor:
a) Investigate the issues giving rise to the resignation of the external auditor, should this come about,
b) Ensure that the remuneration of the external auditor does not compromise its quality or independence.

¢} Ensure that the company notifies any change of external auditor o the CNMV as a material event,
accompanied by a statement of any disagreements arising with the outgoing auditor and the reasons for the
same.

d) Ensure that the external auditor has a yearly meeting with the board in full to inform it of the work undertaken
and developments in the company’s risk and accounting positions.

e) Ensure that the company and the external auditor adhere to current regulations on the provision of non-audit
services, limits on the concentration of the auditor's business and other requirements concerning auditor
independence.

Comply Partially comply X ,r Explain i - |

Despite the fact that some of the mentioned functions are not specificaily attributed to the committees in the
social texts, these are carrying out the same de facto, particularly, those which are expressly stipulated by the
article 529 of the Corporate Enterprises Act (and consequently, being directly applicable).

The Regulation of the Audit Committee includes expressly the following functions (in reference to the issues
contained in the Recommendation 42) which gives, at least in a partial way and certainly not with a literally
meaning, all the recommendations identified, for the internal control and the preparation of the information as
well as for the extemnal auditor:

“e. To analyze, together with the annual accounts auditors, the significant weaknesses of the intemal control
system identified during the auditing process. (Recommendation 42;2b)).
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f. To supervise the preparation and disclosure process of the mandatory financial information.
{Recommendation 42;1a)}.

g. To propose to the Board of Directors for submission to the General Shareholders' Meeting, the appointment,
re-election or replacement of the auditors, as well as the conditions of its recruitment, in accordance with the
applicable regulation, and to obtain regularly from them such information regarding audit plan and execution, as
well as preserve their independence in the exercise of its duties.

h. To supervise the activity of the Intemal Audit area, which will depend functionally on the Audit and
Compliance Committee. (Recommendation 42;1b)).

i. To establish the appropriate relations with the extemnal auditors in order to obtain information in reference to
issues which could put into risk their independence, for their exam by the Committee, and any others, regarding
the account auditing development process, and any other communications contemplated in the annual
accounts legislation and in the remaining audifing standards.

In any case, it should receive annually from the exdernal auditors the written confirmation of their independence
with the Company or with its subsidiaries directly or indirectly, as well as the information from any additional
services and its fees provided by the extemal auditors or by people or related entities to them, in accordance
with the account auditing process. (Recommendation 42;2)"

43.The audit committee should be empowered to meet with any company employee or manager, even
ordering their appearance without the presence of another senior officer.

Comply ' X | Partially comply :I Expialin Ij

44.The audit committee should be informed of any fundamental changes or corporate transactions the
company is planning, so the committee can analyse the operation and report to the board beforehand on
its economic conditions and accounting impact and, when applicable, the exchange ratio proposed.

Comply |:| Partially comply l:l Explain Not applicable | X I

Risk control and management policy should identify at least:

a} The different types of financial and non-financial risk the company is exposed to (including operational,
technological, financial, legal, social, environmental, political and reputational rigsks), with the inclusion under
financial or economic risks of contingent liabilities and other off- balance-sheet risks.

b) The setting of the risk level that the company deems acceptable.

c) Measures in place to mitigate the impact of risk events should they occur.

d) The internal reporting and control systems to be used to control and manage the above risks, including
contingent liabilities and off-balance-sheet risks.

1
Comply | * | Partially comply | Explain |:|

46.Companies should establish a risk control and management function in the charge of one of the
company’s internal department or units and under the direct supervision of the audit committee or some
other dedicated hoard commitiee, This function should be expressly charged with the following
responsibilities:

a) Ensure that risk control and management systems are functioning correctly and, specifically, that major risks the
company is exposed to are correctly identified, managed and quantified.

b) Participate actively in the preparation of risk strategies and in key decisions about their management.

¢} Ensure that risk control and management systems are mitigating risks effectively in the frame of the policy drawn
up by the board of directors,
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r H i I
Comply | X | Partially comply | | Explain |

47.The Appointees to the appointments and remuneration committee - or of the appointments committee
and remuneration committee, if separately constituted - should have the right balance of knowledge,
skills and experience for the functions they are called on to discharge. The majority of their members
should be independent directors.

——r—

Comply | X | Partially comply Explain | |

48.Large cap companies should operate separately constituted appointments and remuneration
committees.

Comply i f Explain | Not applicable| X |

49.The appointments committee should consult with the company's chairman and chief executive,
especially on matters relating to executive directors.

When there are vacancies on the board, any director may approach the appointments committee to
propose candidates that it might consider suitable.

Comply IZI Partially comply . Explain | !

50.The remuneration committee should operate independently and have the following functions in addition
to those assigned by law:

a) Propose to the board the standard conditions for senior officer contracts.
b} Monitor compliance with the remuneration policy set by the company.

¢) Periodically review the remuneration policy for directors and senior officers, including share-based remuneration
systems and their application, and ensure that their individual compensation is proportionate to the amounts paid
to other directors and senior officers in the company.

d) Ensure that conflicts of interest do not undermine the independence of any external advice the committee
engages.

) Verify the information on director and senior officers’ pay contained in corporate documents, including the annual
directors’ remuneration statement.

Comply Partially comply Il X Explain |

The regulation of the Appointments and Compensation Committes set forth explicitly the foliowing duties (referred to the issues
explained in the recommendation 50). It covers partially, not completely, the mentioned recommendation.

“a) Propose to the Board of Directors the standard conditions for Directers and senior officer remunerations and periodically
review them, and if it would be necessary propose modifications and update to the Board of Directors. (Recommendations 50
a}and c)).

k) Notify to the Board of Directors the proposals of the senior executive officer of the Company concerning the remunerations
structure of senior officer and basic conditions of contracts. {(Recommendations 50 a))

1) Ensure the compliance of the Company remunerations programs and inform about the documents that must be approved by
the Board of Directors. It is necessary to enable the dissemination of information cancerning remunerations. Included the
Annual Remunerations of Directors Report and the corresponding subsections from the Corporate Governance Annual
Report. (Recommendations 50 b) and e))"
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51.The remuneration comemittee should consult with the company’s chairman and chief executive, especially
on matters relating to executive directors and senior officers.

! | E— '
Comply l X Partially comply [ Explain

52.The terms of reference of supervision and control committees should be set out in the board of director's
regulations and aligned with those governing legally mandatory board committees as specified in the
preceding sets of recommendations. They should include at least the following terms:

a)
b)

c)

d)
e)

Committees should be formed exclusively by non-executive directors, with a majority of  independents.
They should be chaired by independent directors.

The beard should appoint the members of such committees with regard to the knowledge, skills and experience
of its directors and each committee’s terms of reference; discuss their proposals and reports; and provide
report-backs on their activities and work at the first board plenary following each committee mesting.

They may engage extemal advice, when they feel it necessary for the discharge of their functions.

Meeting proceedings should be minuted and a copy made available to all directors.

Comply } Partially comply X Explain ! l Not applicable |:|

With regard to the Corporate Social Responsibility Committee, the racommendations applicable about the composition of the
committee members are not fulfilled, inasmuch as there are not independents directors in the heart of the committee. The
Company considers that extemal directors comrectly carry out the duties atiributable to this committee, the external directors
have the identical criteria of correction and independence that an independence director, for this reason it Is not consider
required that the Chairman or the members of the commitiee is elected from the independent directors.

53.The task of supervising compliance with corporate governance rules, internal codes of conduct and
corporate social responsibility policy should be assigned to one board committee or split between
several, which could be the audit committee, the appointments committee, the corporate social
responsibility committee, where one exists, or a dedicated committee established ad hoc by the board
under its powers of self-organisation, with at the least the following functions:

a)

b)

c)

d)

e)

4)

h)

Monitor compliance with the company’s intemal codes of conduct and corporate governance rules.

Oversee the communication and reiations strategy with shareholders and investors, including small and
medium-sized shareholders.

Periodically evaluate the effectiveness of the company’s corporate governance system, to confirm that it is
fulfilling its mission to promote the corporate interest and catering, as appropriate, to the legitimate interests of
remaining stakeholders.

Review the company’s corporate social responsibility policy, ensuring that it is geared to value creation.
Monitor corporate social responsibility strategy and practices and assess compliance in their respect.
Monitor and evaluate the company’s interaction with its stakeholder groups.

Evaluate all aspects of the non-financial risks the company is exposed to, including operational, technological,
iegai, social, environmenial, political and reputational risks.

Coordinate non-financial and diversity reporting processes in accordance with applicable legislation and
international benchmarks,

Comply X Partially comply Explain | '
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54.The corporate social responsibility policy shouid state the principles or commitments the company will
voluntarily adhere fo in its dealings with stakeholder groups, specifying at least:
a) The goals of its corporate social responsibility policy and the support instruments to be deployed.

b) The corporate strategy with regard to sustainability, the environment and social issues.

¢} Concrete practices in matters relative to: shareholders, employees, clients, suppliers, social welfare issues, the
environment, diversity, fiscal responsibility, respect for human rights and the prevention of illegal conducts.

d) The methods or systems for monitoring the results of the practices referred to above, and identifying and
managing related risks.

€) The mechanisms for supervising non-financial risk, ethics and business conduct.
f) Channels for stakeholder communication, participation and dialogue.

9) Responsible communication practices that prevent the manipulation of information and protect the company's
honour and integrity.

Comply X | Partially comply Explaln

55.The company should report on corporate social responsibility developments in its directors’ report or in a
separate document, using an internationally accepted methodology.

Comply Partially compiy | Explain I:I

56.Director remuneration should be sufficient to attract individuals with the desired profile and compensate
the commitment, abilities and responsibility that the post demands, but not so high as to compromise the
independent judgement of non-executive directors.

Comply I X l Explain l:’

57 Variable remuneration linked to the company and the director's performance, the award of shares,
options or any other right to acquire shares or to be remunerated on the basis of share price movements,
and membership of long-term savings schemes such as pension plans should be confined to executive
directors.

The company may consider the share-based remuneration of non-executive directors provided they
retain such shares until the end of their mandate. The above condition will not apply to any shares that
the director must dispose of to defray costs related to their acquisition.

Comply | X | Partially comply l ! Explain !

58.In the case of variable awards, remuneration poficies should include limits and technical safeguards to
ensure they reflect the professional performance of the beneficiaries and not simply the general progress
of the markets or the company's sector, or circumstances of that kind.

In particular, variable remuneration items should meet the following conditions:

a) Be subject to predetermined and measurable performance criteia that factor the risk
assumed to obtain a given outcome.

b} Promote the long-term sustainability of the Company and include non-financial criteria that are relevant for the

company's long-term value, such as compliance with its intemal rules and procedures and its risk control and
management policies.
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c) Be focused on achieving a balance between the delivery of short-, medium- and long-term objectives, such that
performance-related pay rewards ongoing achievement, maintained over sufficient time io appreciate its
contribution to long-term value creation. This will ensure that performance measurement is not based solely on
one-off, occasional or extraordinary events.

Comply Partially comply Explain X Not applicable i

The CEO accrues a varlable remuneration which depends on the compliance of the generic goals. (EBITDA).These objectives are
amenable to be assessed and evaluated by Appointments and Compensation Committee (as obtective levels of compliance are
not previously stablished).

The Company does not consider relevant link the variable remuneration to objective, measurabile and direct elements, whom relate
remuneration and performance of the Company, beyond a generic element of compliance such as the levels of budgeted EBITDA.

Is not contemplated the need to introduce controi mechanism such as mentioned in b) and c} .The relation between the Company
and the Chief Executive Officer has demonstrated his commitment, loyalty and value creation for the Group.

The performance of executive directors, who receive this kind of remunerations, have typically been of high commitment and
dedication. Furthermore, the retums for the Company have been so satisfactory that correlation measures are not required.

59.A major part of variable remuneration components should be deferred for a long enough period to ensure
that predetermined performance criteria have effectively been met.

Comply I:I Partially comply i Explain X Nct applicable '

I accordance with the explanation in the Recommendations number 58, the Company does not consider the variable
remuneration of the Chief Executive Officer should be deferred, until the compliance of the objective would has been checked.

60.Remuneration linked to company earnings should bear in mind any qualifications stated in the external
auditor's repert that reduce their amount.

Comply |:l Partially comply I:] Explain Not applicable

The variable remuneration of the Chief Executive Officer does not take into account these circumstances, essentially as a result of
the absence of qualifications in the financial statements report of the external auditors.

If qualification existed, the circumstances will be understood and consequences assessed by the Board of Directors in each
particular situation.

61.A major part of executive directors’ variable remuneration should be iinked to the award of shares or
financial instruments whose value is linked to the share price.

Comply ,' X Partially comply Explain | Not appticable

62.Following the award of shares, share options or other rights on shares derived from the remuneration
system, directors should not be allowed to transfer a number of shares equivalent to twice their annual
fixed remuneration, or to exercise the share options or other rights on shares for at least three years after
their award.

The above condition will not apply to any shares that the director must dispose of to defray costs related
to their acquisition.

Comply ' I Partially comply :] Explain X Not applicable ! I

The Company considers that the limitations of the present recommendations are unreasonable with the intention of the
remuneration policy for the Chief Executive Officer and it does not support the plan incentive effect. In this sense, the explanation
differs from the remunerator objective. Additionally there is no need to fink the Executive Director remuneration to the performance,
the reason is that he has developed his professional career in the Group and therefore there are not doubts about his commitment.
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63.Contractual arrangements should include provisions that permit the company to reclaim variable
components of remuneration when payment was out of step with the director's actual performance or
based on data subsequently found to be misstated.

Comply | Partially comply ! i Explain X Not applicable i

The Company does not comply with the recommendation in the terms in which it is proposed.

The reasoning applicable to this circumstance is the following: the remunerations to which the executive directors are entitled are
not finked to performance or equivalent objective parameters; it is the Board of Directors who determines in an autonomous and
discretionary way the amounts to be paid for these variable remunerations (except for the CEQ, whose variable remuneration does
depend on objective criteria, although not quantified).

That s why, fo the extent that they are niot taken into account in their concession, mechanisms that imply a reimbursement linked to
a possible ex post demonstration of the performance failure cannot be arbitrated.

64.In addition, the Bank has adopted a policy on the application of malus clauses in the field of
remuneration. Termination payments should not exceed a fixed amount equivalent to two years of the
director’s total annual remuneration and should not be paid until the company confirms that he or she has
met the predetermined performance criteria.

Cornply I i Partially comply X | Explain I: Not applicable |

The agreement between the Chief Executive Offiser of Global Dominion Access, S.A. and the aforementioned Company includes a
provision granting a compensation in case of early termination that does not strictly comply with the second part of the
recommendation.

[ H. | OTHER INFORMATION OF INTEREST

1. If there is a relevant aspect of corporate governance in the society or group entities that have not
been picked up in other sections of this report, but it is necessary to include collecting more
complete and reasoned information on the structure and governance practices in the company or
its group, describe briefly.

2. This section may as well include any other information, clarification or related to previous sections
of the report to the extent that they are relevant and not repetitive.

Specifically, state whether the company is subject to any laws other than the laws of Spain on
corporate governance and, if this is the case, include whatever information the Company may be
required to provide when different from the information included in this report.

3. The company may also indicate whether voluntarily acceded to other ethical principles or codes of
good practice, international, sectorial or other clauses. In your case, the code in question and the
date of accession will be identified.

INFORMATION ABOUT THE DIVERSITY POLICY

in accordance with the provisions of article two of Royal Decree-law 18/2017, of November 24, by which the Commercial
Code is modified, the consolidated text of the Capital Companies Act approved by Legislative Royal Decree 1 / 2010, of
July 2, and Law 22/2015, of July 20, on Audit of Accounts, regarding non-financial information and diversity ("RD 18/2017™,
the Company declares that given the recent approval of RD 18/2017, the Company has not had the opportunity to approve
a diversity policy applicable in relation to the composition of the Board of Directers, and to regulate aspects such as
training, professional experience, age, disability, gender and the measures that have been adopted fo try to include in the
Board of Directors a number of women that allows achieving a balanced presence of female and male members.

In this regard, the Board of Directors, with the aim of adapting its corporate governance structure to best practices, and with
the support of the Appointments and Remuneration Committee, will study the convenience of approving the
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aforementioned policy, depending on the needs detected within the Board of Directors. In any of the cases, and beyond the
approval of said policy, the Appointments and Remuneration Committee will be guided in its deliberation process in the
presence of vacancies to avoid any type of discrimination for any reason or motive, encouraging the valuation of aspecls
such as training, professional experience, age, disability, and gender.

ADDITIONAL INFORMATION RELATED TO SECTION ct.15 (REMUNERATION TO THE BOARD OF DIRECTORS)

According to what wilt be disclosed in the Remuneration to the Directors Annual Report, the CEQ is beneficiary of
remunetation {variable in the iong term) based in the price of the share which has been accrued as of 31 December 2017.
As the final calculation of this remuneration has not been agreed by the Board of Directors, at the date of this report is not
possible to calculate the accurate amount of this remuneration. This remuneration will be around €16.5 million and, in every
case, will be payable in 2018.

ADDITIONAL INFORMATICON RELATED TO SECTION c1.16 (REMUNERATION TO SENIOR MANAGEMENT)

A determined number of senior management members are beneficiary of remuneration (variable in the long term) based In
the price of the share which has been accrued as of 31 December 2017. As the final calculation of this remuneration has
not been agreed by the Board of Directors, at the date of this report is not possible to calculate the accurate amount of this
remuneration. This remuneration will be around €10.8 million and, in every case, will be payable in 2018.

MODIFICATIONS RELATED TO THE CHAIRMAN CATEGORY iN THE BOARD OF DIRECTORS,

With effects from 1 January 2018, the Chairman of the Board of Directors, Mr, Pradera Jauregui has ceased his executive
duties. Since that date, he will form the Boards of Director in the category of proprietary director.

MODIFICATIONS RELATED TO THE BOARD OF DIRECTOR'S COMMITTES.

As resuit of the agreement of the Boards of Directors of 12 December 2017, with effects from 1 January 2018, the Boards
of Director's Executive Committee has ceased its duties. With effects from 1 January 2018, a Strategy and Transactions
Committee has been formed in the heart of the Boards of Directors. It is comprised by Mr, Antonic Marfa Pradera Jauregui
(Proprietary Director), Mr. Jesus Maria Herrera Barandiaran (Executive Director), Mr. Fermin del Rio Sanz de Acedo
(Executive Director) and Mr, Francisco Riberas Mera (Proprietary Director).

This annual corporate governance report was approved by the Board of Directors of the Company at
its meeting held on 27 February 2018.

Indicate whether any Directors have voted against or abstained in connection with the approval of this
Report.

ves | | no X i
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CIE Automotive, S.A.

Report of the auditor

On the "Information relating to the

Internal Financial Reporting Control System”
(IFRCS)



pwc

(Free translation of the auditor’s report originally issued in Spanish on the consolidated annual
accounts prepared in accordance with International Financial Reporting Standards as adopted by
the European Union. In the event of a discrepancy, the Spanish language version prevails)

REPORT OF THE AUDITOR RELATING TO THE
INTERNAL FINANCIAL REPORTING CONTROL SYSTEM (IFRCS)

To the Directors of CIE Automotive, S.A.:

At the request of the Board of Directors of CIE Automotive, S.A. ("the Entity") and pursuant to our
letter of proposal dated 15 January 2018, we have applied certain procedures to the accompanying
information concerning the IFRCS included in the "Appendix to the Annual Corporate Governance
Report” of CIE Automotive, S.A. for 2017, which summarises the Entity’s internal control procedures
with respect to its annual financial information.

The Board of Directors is responsible for taking the measures that are necessary to reasonably assure
the implementation, maintenance and supervision of an appropriate internal control system, and for
developing improvements to said system and preparing and establishing the content of the
accompanying Information relating to the IFRCS.

In this connection, it must be borne in mind that, irrespective of the design quality and efficiency of
the internal financial reporting control system used by the Entity, it can only allow a reasonable - not
absclute - degree of assurance in relation to the objectives it seeks to achieve due to the limitations
inherent to any internal control system.

In the course of our audit work on the annuat accounts in accordance with Technical Audit Standards,
the sole purpose of our evaluation of the Entity's internal control system is to enahle us to establish the
scope, nature and timing of the audit procedures performed on the Entity's annual accounts.
Accordingly, the internal control evaluation carried out for the purposes of our audit is not sufficient in
scope to enable us to issue a specific opinion on the efficiency of the internal financial reporting
control system.

For the purposes of the present report, we have only applied the specific procedures deseribed below
and indicated in the Guidelines concerning the auditor's report referring to the information concerning
the Firancial Reporting Internal Control System for listed entities published by the National Securities
Market Commission on its web site, which lays down the work to be performed, the minimum scope of
the work and the content of this report. In view of the fact that, in any event, the scope of the work
resulting from these procedures is reduced and substantially less than the scope of an audit or an
internal control system review, we do not express an opinion on the effectiveness thereof, its design or
operational efficiency, in relation to the Entity's annual financial reporting for 2017 described in the
accompanying IFRCS information. Therefore, had we applied procedures in addition to those
determined by said Guidelines or had we performed an audt or internal control systemn review in
relation to the regulated financial information, other matters could have come to light of which you
would have been informed.

As this special work does not constitute an audit and is not subject to the revised Audit Law, we do not
express an audit opinion in the terms envisaged in said Law.

PricewaterhouseCoopers Auditores, S.L.,, Plaza de Euskadi, 5, 48009 Bilbao, Espafia
Tel.: +34 944 288 800 / +34 902 021 111, Fax: +34 944 288 805, unvw.pwe.com/es 1

R. M. Madrld, hols 87.250-1, felin 75, tomo 9.267, libro B.054, seacion 3¢,
Inscrita on ei R.O.A.C. con el niimero 50242 - CIF: B-79 (31260
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The procedures applied are as follows:

1.

Reading and understanding of the information prepared by the Entity in relation to the IFRCS —
breakdown included in the Directors' Report — and evaluation of whether said information
eovers all the data required as per the minimum content described in Section F, regarding the
IFRCS description of the model of Annual Corporate Governance Report, according to the
National Securities Market Commission Circular 7/2015 dated 22 December 2015.

Making enquiries with personnel in charge of preparing the information mentioned in 1. ahove
in order to: (i) obtain an understanding of the process followed in its preparation; (ii) obtain
information that enables us to assess whether the terminology used is in line with the
framework of reference; (iii) obtain information as to whether the control procedures described
are implemented and functioning in the Entity.

Review of supporting documentation explaining the information described in 1. above which
will mainly comprise the information made directly available to the persons responsible for
preparing the information on the IFRCS. In this respect, said documentation includes reports
prepared by the internal audit function, senior management and other internal and external
specialists in their support duties for the audit committee.

Comparison of the information described in 1. above with the Entity's knowledge of the IFRCS
obtained from the application of the procedures performed within the framework of the audit
work on the annual accounts.

Reading of the minutes of meetings of the Board of Directors, Audit Committee and other
committees of the Entity for the purpose of evaluating consistency between the matters dealt
with therein in relation to the IFRCS and the information described in 1. above.

Obtainment of the letter of representation concerning the work performed, duly signed by the
persons responsible for the preparation and drafting of the information mentioned in 1. above.

As a result of the procedures applied to the Information concerning the IFRCS included in the
Appendix to the Annual Corporate Governance Report of CIE Autometive, 8.A. for FY 2017, no
ineonsistencies or incidents have come to light by which it could be affected.

This report has been drawn up exclusively within the framework of the requirements laid down by the
article 540 of the Capital Companies Law and the Cireular 5/2013 issued by the National Securities
Market Commission dated 12 June 2013, which has been modified by Circular 7/2015 issued by the
National Securities Market Commission dated 22 December 2015, for the purposes of the IFRCS
description in Annual Corporate Governance Reports.

PricewaterhouseCoopers Auditores, S.L.

Original in Spanish signed by José Antonio Simén Maestro

27 February 2018
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"This version of our report is a free translation of the original, which was prepared in Spanish. All possible
care has been taken to ensure that the translation is an accurate representation of the original. However, in
all matters of interpretation of information, views or opinions, the original language version of our report
takes precedence over this translation.”

To the shareholders of CIE Automotive, S.A.:

Report on the consolidated annual accounts

We have audited the consolidated annual accounts of CIE Automotive, S.A. (the Parent company) and
its subsidiaries (the Group), which comprise the balance sheet as at December 31, 2017, and the
income statement, statement of other comprehensive income, statement of changes in equity, cash
flow statement and related notes, all consolidated, for the year then ended.

In our opinion, the accompanying consolidated annual accounts present fairly, in all material respects,
the equity and financial position of the Group as at December 31, 2017, as well as its financial
performance and cash flows, all consolidated, for the year then ended, in accordance with
International Financial Reporting Standards as adopted by the European Union (IFRS-EU) and other
provisions of the financial reporting framework applicable in Spain.

We conducted our audit in accordance with legislation governing the audit practice in Spain. Our
responsibilities under those standards are further described in the Auditor's responsibilities for the
audit of the consolidated annual accounts section of our report.

We are independent of the Group in accordance with the ethical requirements, including those relating
to independence, that are relevant to our audit of the consolidated annual accounts in Spain, in
accordance with legislation governing the audit practice. In this regard, we have not rendered services
other than those relating to the audit of the accounts, and situations or circumstances have not arisen
that, in accordance with the provisions of the aforementioned legislation, have affected our necessary
independence such that it has been compromised.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the consolidated annual accounts of the current period. These matters were addressed in
the context of our audit of the consclidated annual accounts as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters,

.....................................................................................................................
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The Group’s goodwill represents a substantial part of
its assets, amounting to €1,303 million at year-end. As
indicated in Note 7 to the accompanying consolidated
annual accounts, the Group carries out tests on the
recoverability of the amounts recorded under this
balance sheet heading on an annual basis.

Such impairment testing is based mainly on estimated
cash flows of the cash generating unijts {value in use) to
which the assets analysed relate and therefore require
that Group Management makes judgements and
significant estimates. These estimates include, among
other things, expectations regarding sales and future
margins, growth rate projections, estimates of
discounts rates in order to calculate the present value of
cash flows (WACC - Weighted average cost of capital),
etc. The most important assumptions used by the
Group in its analysis are summarised in Note 7 to the
accompanying consolidated annual accounts.

Deviations in these rates and estimates trigger
significant variations in the calculations performed and
therefore in the analysis of the recoverability of
goodwill.

CIE Automotive, S.A. and subsidiaries

First, we gained an understanding of the internal
process used by Group Management to test goodwill for
impairment, verifying the calculation criteria applied
for consistency and the methodology of value in use
established in the applicable regulations.

For cash flows, we checked not only the calculations
made but also the projected annual cash flows, based
on the plans and budgets approved by Group
management, against those actually obtained in 2017,
and we analysed the key assumptions used to
determine the growth rates and forecast future
margins, verifying them against available comparables
(historical results and sector margins) and analysing, if
appropriate, their reasonableness using available third-
party contracts or agreements. The discount rates
applied (WACC) were assessed with the collaboration
of our firm’s specialist team.

For the sensitivity analyses disclosed in the notes to the
accompanying consolidated annual accounts, we
verified the reasonableness of the calculations made
and the coherence of the variations and assumptions
taken into account with respect to possible changes,

As a result of our analysis and tests performed, we
consider that Group Management’s conclusion
concerning the absence of impairment of goodwill, the
estimates made and the information disclosed in the
accompanying consolidated annual accounts are
adequately supported and are consistent with the
information currently available.
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The Group recognises deferred tax assets amounting to
€231 million as non-current assets (Notes 2.19.b), 4.1d)
and 23 to the accompanying consolidated annual
accounts), recovery of which depends on the generation
of taxable income in future years.

Recovery of these deferred tax assets is analysed
annually by the Group by estimating the tax bases for
the next years.

The estimation of future tax bases is based on the
business plans of the different Group companies and
the planning possibilities permitted under applicable
tax legislation, taking into account, in each case, the
different consolidated tax groups in which the Group
companies are taxed (Note 2.19.a) to the accompanying
consolidated annual acecounts).

Therefore, the conclusion concerning the recovery of
the deferred tax assets recognised on the consolidated
balance sheet is subject to judgments and significant
estimates by Group Management with respect to both
future tax results and applicable tax legislation in the
different jurisdictions in which it operates.

CIE Automotive, 8.A. and subsidiaries

W D i  nddressed the key nudit

On the basis of the business plans, which are based on
the plans and budgets approved by Group
management, we compared annual projected flows
with real flows obtained in 2017 and analysed the key
assumptions used to determine growth rates and
forecast future margins, comparing them against
available comparables (historical results and sector
margins) and analysing if appropriate, their
reasonableness using available third-party contracts or
agreements.

On the other hand, we gained an understanding and
assessed the criteria used by the Group’s tax
management to estimate the possibility of using and
recovering deferred tax assets in subsequent years, in
light of the business plans.

As part of these analysis, with the collaboration of our
tax specialists, we reviewed the tax adjustments taken
into account to estimate taxable income, applicable tax
legislation and the decisions concerning the
possibilities of using applicable tax benefits with
respect to the Group companies.

The analyses performed permitted us to verify that the
calculations and estimates made by the Group and the
conclusions reached in relation to the recognition and
recovery of deferred tax assets are consistent with the
current situation, with expectations of the future
results of the Group and individual companies and tax
planning possibilities available under current
legislation.
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Business combinations are complex processes that
require the involvement of the Group’s senior
management in the phases of identifying the acquired
business and negotiating the purchase. However, , they
are also agreements triggering significant accounting
impacts on the Group’s consolidated balance sheet and
consolidated income statement for the current year and
future years insofar as they require the identification,
valuation and accounting recognition of the assets
acquired and liabilities and commitments assumed.
And, finally, business combinations also involve
determining possible goodwill, the firture evaluation of
which will require estimates with significant effects for
the Group.

The recognition at fair value of the assets acquired and
liabilities assumed requires the use of different
valuation methodologies that require judgments and
complex estimates which are not always verifiable
using external market sources and the collaboration, if
warranted, of the Group’s external experts,

In 2017 the Group carried out two major business
acquisitions that resulted in the inelusion and
measurement of assets and liabilities, in respect of
those directly assumed and those related to future
payment commitments on these acquisitions.

The effects of these business combinations are
disclosed in Notes 1.1 and 35 to the accompanying
consolidated annual accounts.

The valuation criteria and judgments and estimates
made may have a significant impact on the Group’s
consolidated annual accounts for 2017 and future
years.

CIE Automotive, S.A. and subsidiaries

All business combinations carried out in the year have
required us to carry out an analysis of the identification
and valuation of the assets acquired and liabilities
assumed.

In this connection, we carried out an individual review
of the business combinations carried out in the year,
obtaining a full understanding of the terms and
conditions of the purchase agreements, including the
considerations transferred, and the accounting
statements related to the acquisitions and we reviewed
the assignments of value and valuations of the assets
acquired and obligations recognised, provided by the
Group, and the final proeess used to determine residual
goodwill.

In our analysis, we compared, where available, the
variables included in the valuations applied by the
Group with market variables at the acquisition date and
checked the conclusions obtained against results of the
audit tests performed subsequently on the financial
statements included in the Group.

For the business combinations, we carried out tests on:

+ Adequacy of the methodology used to value the
assets.

+ Estimates and projections of flows and the discount
rates applied to value the intangible assets
recognised.

Valuations of tangible assets, checking the reports of
the independent external valuation experts.

The liabilities recognised, analysing their valuation
and estimates of the provisions taken into account
based on the information available at the operation
date.

* Adequate disclosures of the information in the
accompanying consolidated annual accounts.

In order to carry out these tests, we involved our
internal valuation specialists, where warranted,

As a result of our analysis, we have been able to verify
the consistency of the criteria applied by the Group and
the amounts recognised in accounting for the business
combinations carried out in 2017 and the suitability of
the information disclosed in the accompanying
consclidated annual accounts.
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CIE Automotive, S.A. and subsidiaries

Other information comprises only the consolidated directors’ report for the 2017 financial year, the
formulation of which is the responsibility of the Parent company’s directors and does not form an
integral part of the consolidated annual accounts.

Our audit opinion on the consolidated annual accounts does not cover the consolidated directors’
report. Our responsibility for the information contained in the consolidated directors’ report is defined
in the legislation governing the audit practice, which establishes two distinct levels in this regard:

a)  Aspecific level which is applicable to the consolidated statement of non-financial information
and certain information included in the Annual Corporate Governance Report, as defined in
article 35.2 b) of Audit Law 22/2015, that consists of verifying solely that that information was
provided in the consolidated directors’ report or, if appropriate, that the consolidated directors’
report includes the pertinent reference to the separate report on non-financial information in
the manner provided and if not, reporting the fact.

b) A general level applicable to other information included in the consolidated directors’ report
that consists of assessing and reporting on the consistency of that information with the
consolidated annual accounts, on the basis of the understanding of the Group obtained in the
performance of the audit of those consolidated accounts and without including information
other than that obtained as evidence during the audit and assessing and reporting on whether
the content and presentation of that part of the consolidated directors’ report are in conformity
with applicable legislation. If, based on the work we have performed, we conclude that there are
material misstatements, we are required to report this fact.

On the basis of the work performed, as described above, we have verified that the information
mentioned in paragraph a) above is provided in the consolidated directors’ report, and that the other
information contained in the consolidated directors’ report is consistent with that contained in the
consolidated annual accounts for the 2017 financial year, and its content and presentation are in
accordance with the applicable regulations.

The Parent company”s directors are responsible for the preparation of the accompanying consolidated
annual accounts, such that they fairly present the consolidated equity, financial position and financial
performance of the Group, in accordance with International Financial Reporting Standards as adopted
by the European Union and other provisions of the financial reporting framework applicable to the
Group in Spain, and for such internal control as the directors determine is necessary to enable the
preparation of consolidated annual accounts that are free from material misstatement, whether due to
fraud or error.

In preparing the consolidated annual accounts, the Parent company s directors are responsible for
assessing the Group s ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless the directors either intend to
liquidate the Group or to cease operations, or have no realistic alternative but to do so.

The Parent company s audit committee is responsible for overseeing the process of preparation and
presentation of the consclidated annual accounts.
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Our objectives are to obtain reasonable assurance about whether the consolidated annual accounts as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with legislation governing the audit practice in Spain will always detect a material
misstatement when it exists, Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated annual accounts.

As part of an audit in accordance with legislation governing the andit practice in Spain, we exercise
professional judgment and maintain professional scepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the consolidated annual accounts,
whether due to fraud or error, design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal conitrol.

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group”s internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Parent company’s directors.

Conclude on the appropriateness of the Parent company”s directors” use of the going concern
basis of accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Group s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required to
draw attention in our auditor”s report to the related disclosures in the consolidated annual
accounts or, if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Group to cease to continue as a going concern.

Evaluate the overali presentation, structure and content of the consolidated annual accounts,
including the disclosures, and whether the consolidated annual accounts represent the
underlying transactions and events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinion on the consolidated annual
accounts. We are responsible for the direction, supervision and performance of the group audit.
‘We remain solely responsible for our audit opinion.
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We communicate with the Parent company”s audit committee regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

We also provide the Parent company s audit committee with a statement that we have complied with
relevant ethical requirements, including those relating to independence, and we communicate with the
audit committee those matters that may reasonably be thought to bear on our independence, and
where applicable, related safegunards.

From the matters communicated with the Parent company’s audit committee, we determine those
matters that were of most significance in the audit of the consolidated annual accounts of the current
period and are therefore the key audit matters.

We describe these matters in our auditor’s report unless law or regulation precludes public disclosure
about the matter.

Report on other legal and regulatory requirements

The opinion expressed in this report is consistent with the content of our additional report to the
Parent company's audit committee dated February 27, 2018.

The General Ordinary Shareholders' Meeting held on May 4, 2017 appointed us as auditors for 2017.

Previously, we were appointed by resolution of the General Shareholders' Meeting for an initial period
and we have been auditing the accounts uninterruptedly since the year ended December 31, 2002.

Services provided to the Group for services other than the audit of the accounts are detailed in Note 38
to the accompanying consolidated annual accounts.

PricewaterhouseCoopers Auditores, S.L. (So242)

Original in Spanish signed by Jose Antonio Simén Maestro (15886)

February 27, 2018
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CIE AUTOMOTIVE, 5.A. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET AT 31 DECEMBER 2017

(Thousand euro}

ASSETS

Non-cument assets

Property, plant and equipment
Goodwill

Other intangible assets
Non-current financial assets
Investments in associates
Deferred tax assets

Other non-current assets

Current assets

Inventories

Trade and other receivables
Other current assets

Current tax assets

Other current financial assets
Cash and cash equivalents

Disposal group assets classified as held-forsale

Total assets

At 31 December

Note 2017 2016
6 1,271,158 1,166,742
7 1,303,403 1,240,169
7 66,412 56,837
8 17,701 10,560
8 15,018 11,799
23 231,069 234,499
9 16,412 11,738
2,921,173 2,732,344
11 450,218 355,349
10 610,337 477,886
16,007 11,901
96,616 62,873
8 89,444 57,088
12 289,448 372,550
1,552,070 1,337,647
13 6,620 6,746
4,479,863 4,076,737

The accompanying notes to the annual accounts set out on pages 7 to 94 form an integral part of these consolidated annual

accounts.

1.-



CIE AUTOMOTIVE, 5.A. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET AT 31 DECEMBER 2017

({Thousand euro)

EQUITY

Capital and reserves atfributable to the parent company ‘s shareholders

Share capital

Treasury shares

Share premium

Retained eamings
Interim dividend
Cumulative exchange differences
Non-controlling interests
Total equity

Deferred income
LIABILITIES

Non-current liabifities
Non-curment provisions
Non-curment bormrowings
Deferred tax liabilities

Other non-current liabilities

Current liabilities

Current bormowings

Trade and other payables

Other current financia! tiabilities
Current tax liabilities

Current provisions

Other current iiabilities

Disposal group liabilities classified as held-forsale

Total liabilities
Total equity and fiabilities

At 31 December
Note 2017 2016

14 32,250 32,250

14 4,526)
14 152,171 152,171
15 808,578 647,826
15 (36,049) {25,800)
15/16 (137,967 {44,470)
18 522,456 501,329
1,336,913 1,263,306
19 14,819 14,406
25 153,894 147,108
20 982,247 1,015,899
23 85,480 87,207
22 93,206 104,616
1,314,827 1,354,830
20 242,642 215,084
21 1,218,008 957,004
8 8,842 14,898
22 111,488 72,154
25 64,480 21,474
22 165,989 161,828
1,811,539 1,442,442
13 1,765 1,753
3,128,131 2,799,025
4,479,863 4,076,737

The accompanying notes to the annual accounts set out on pages 7 to 94 form an integral part of these consolidated annual

accounts.

2.-



CIE AUTOMOTIVE, S.A. AND SUBSIDIARIES

CONSOLIDATED INCOME STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017

(Thousand euro)

OPERATING REVENUE
Revenue
Other operating income
Change in inventories of finished goods and work in progress
OPERATING EXPENSES
Consumption of raw materials and secondary materials
Employee benefit expense
Depreciation and amortisation
Other operating income/{expenses)
OPERATING PROFIT
Finance income
Finanoe costs
Net exchange differences
Change in fair value of assets and liabilities taken to income statement
Share of profit/(loss) of associates
PROFIT BEFORE TAX
income tax
PROFIT FOR THE YEAR FROM CONTINUING OPERATIONS
LOSS FOR THE YEAR FROM DISCONTINUED OPERATIONS
PROFIT FOR THE YEAR

PROFIT ATTRIBUTABLE TO NON-CONTROLLING INTERESTS
PROFIT ATTRIBUTABLE TO SHAREHOLDERS OF THE PARENT

Famings per share from continuing ard discontinued operations attributable to shareholders of

the parent {expressed in euro per share}
- Basic eamings per share:

From continuing operations

From discontinued cperations
- Diluted eamings per share:

From continuing operaticns

From discontinued operatiors

Year ended
31 December
Note 2017 2016

3,855,787 2,967,002
26 3,724,458 2,879,042
26 107,546 80,715
1126 23,783 7,245
(3,479,609) (2,687,676)
1 (2,155,069) (1,619,033}
28 (776,123) (631,723)
5 {154,238) (128,144)
27 (394,179 (308,776)
376,178 279,326
29 23,317 10,351
29 {64,966} (42,841)
29 (11,427 2,053
29 1,109 1,122
8 9,252 1,244
333,469 251,255
30 (75,236) {49,485)
258,233 201,770
13 (77) {11,567)
258,156 190,203
18 (42,748) {27,853)
215,408 162,350

3 1.67 1.26

1.67 1.35

0.00 (0.09)

31 1.67 1.26

1.67 1.35

0.00 {0.09)

The accompanying notes to the annual accounts set out on pages 7 to 94 form an integral part of these consolidated annual

accounts.

3.-



CIE AUTOMOTIVE, 5.A. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDED 31 DECEMBER 2017

({Thousand euro)

PROFIT FOR THE YEAR

OTHER COMPREHENSIVE INCOME FOR THE YEAR
Entries that may be reclassified to profit or loss:
- Cash flow hedges
- Net investment hedge
- Cumency translation differences
- Other comprehensive income for the year
- Tax effect
Total entries that may be redlassified to profit or loss
Entries that may not be reclassified subsequently to profit or loss:
- Actuarial gains and |osses
- Tax effect
Total items that may not be reclassified to profit or loss:

TOTAL COMPREHENSIVE INCOME FOR THE YEAR, NET OF TAX

Aftrihutable to:
- Owners of the parent Company
Continuing operations
Discontinued operations
- Non-controlling interests

Year ended
31 December

Note 2017 2016
258,156 190,203
8 3,746 (5,378)
2.11/8 277 9,170
16/18 (109,589) 53,562
571 (923)
23 3,647) 7,616)
(108,642) 48,815
24/25 315 (2,831
23 93 536
408 {2,295)
149,922 236,723
15 125,881 206,293
125,958 217,860
13 (77) (11,567
18 24,041 30,430
149,922 236,723

The accompanying notes to the annual accounts set out on pages 7 to 94 form an integrai part of these consolidated annual

accounts.
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CIE AUTOMOTIVE, S.A. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 DECEMBER 2017

(Thousand euro)

Balance at 1 January 2016

Total comprehensive income for 2016
Distrfbution of 2015 profit

Interim dividend 2016

Consolidation scope changes (Note 1)
Other movermnents

Balance at 31 December 2016

Total comprehensive income for 2017
Distribution of 2016 profit

Interim dividend 2017

Consalidation scope changes (Note 1)
Acquisition of treasury shares

Other movements

Balance at 31 December 2017

Firstime IFRSEV
application
reserveand other  Cumulaive Nor-
Treasury Share restatement exchange Retained Interim controlling
Share capital shares premium reserves differences eamings dividend interests
(Note 14) Note 14 {Note 14) (Note 15) {Note 16} (Noke 15) {Note 15) {Noke 18) Total equity
32,250 152,171 (41,546) (97,869) 552,723 (20,640} 307,901 884,990
- - (5,582) 49,525 162,350 - 30,430 236,723
42,570) 20,640 (21,930)
- (25,800 (25,800)
- 3,639 26,672 167,205 197,516
- - 235 @221 - (4,207) 8,193}
32,250 - 152,171 {47,128) 44470} 694,954 {25,800) 501,329 1,263,306
1,139 {90,666} 215408 - 24,041 149,922
{52,837} 25,800 (27,037}
(36,049) {36,049,
2,831) 341 (3,327) (5,817}
{4,526) - 4,526}
(3,299) 413 (2,886)
32,250 4,526) 152,171 (45,989) (137,967) 854,567 {36,049) 522,456 1,336,913

The accompanying notes to the annual accounts set out on pages 7 to 94 form an integral part of these consolidated annual

accounts.
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CIE AUTOMOTIVE, S5.A. AND SUBSIDIARIES

CONSOLIDATED CASH FLOW STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2017

(Thousand euro)

Cash flows from operating activities

Cash generated from continuing and discontinued operations
Interest paid

Irtterest received

Income tax paid

Net cash generated from operating activities

Cash flows from investing activities

Acquisition/ disposal of subsidiaries, net of cash aoquired / transferred
Acquisition of property, plant and equipment

Agguisition of intangible assets

Acquisition of shares to non-controlling partners

Proceeds from the sale of property, plant and equipment and intangible assets

Cash from subsidiary sold

Acquisition/disposal of others financial assets

Net cash used in investing activities

Cash flows from financing activities

Proceeds from borrowings

Acquisition of treasury shares of the Parent Company

Income (net of reimbursements) from high- rotation borrowings
Loan repayments

Acquisition/Sale of treasury shares of subsidiaries

Capital increase in subsidiaries

Dominion Group IPO

Grants received (net)

Other debits repayment

Dividends paid to shareholders of the parent Company

Other payments/fincome toffrom non-controlling interests

Net cash (used inyfrom financing activities

Exchange gains/(losses) on cash and cash equivalents

Net (decreaseMincrease in cash, cash equivalents and bank ovendrafis
Cash, cash equivalents and bank overdrafts at beginning of year
Cash, cash equivelents and kank overdrafts at end of year

Year ended
31 December
Note 2017 2016
33 565,883 419,168
49,545) (37,556)
8,503 6,144
(55,871) 43,313)
468,970 344,443
22/35 (192,054} (312,892
6 (281,541) (182,515)
7 (i1,191; (10,826}
1 {6,356) {108,926}
33 9,290 11,960
8 2,700 -
8 (25,877 24,766
{505,029) (578,433)
20 304,812 465,669
14 (4,526) -
20 (32,693 (15,454)
20 (266,262} (306,285)
5811 -
1 - 87,681
1 154,267
19 3,651 {157)
22 (219 -
15 (52,837) {42,570}
(2,025) (6,368)
(44,288) 336,783
(2,755) 8,746
83,102 111,539
12 372,550 261,011
12 289,448 372,550

The accompanying notes to the annual accounts set out on pages 7 to 94 form an integral part of these consolidated annual

accounts.
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CIE AUTOMOTIVE, 5.A. AND SUBSIDIARIES

NOTES TC THE 2017 CONSOLIDATED FINANCIAL STATEMENTS
{Thousand euro)

1. General information and Regulatory Framework

1.1 CIE Automotive Group and activities

Activity

The CIE Automotive Group carries out its activities in two core business Line; the Automotive sector and the Solutions and Services

sector (Smart Innovation} which are described below:
Automotive
The automotive business is caried out through an industrial group formed by several companies that are mainly engaged in the
design, manufacture and sale of autornotive components and sub-assemblies, as well as, biofuels on the world automotive
market, using complementary technologies — aluminium, forging, metals and plastics - and several associated processes:
machining, welding, painting and assembly.
Its main facilities are located in Europe: Spain (Alava/Araba, Barcelona, Cadiz, Gipuzkoa, Orense, Pontevedra y Madrid and
Bizkaia}, Germany, France, the United Kingdom, Portugal, the Czech Republic, Romania, Italy, Morocco, Lithuania, Slovakia,
NAFTA (Mexico and the United States of America), South America (Brazil), india, the People’s Republic of China, Guatemala
and Russia,

- Solutions & Services {Smart Innovation)

The Group, through a group of companies, led by the company Global Dominion Access, S.A. and with stable presence in 30
countries and more than 8,000 employees, supported on a business model which combines knowledge and technology,
develops its activities, offering Sofutions and Services that actively contribute to make more efficient the production processes of
its clients. With a global and multisector approach, this subgroup operates, among athers, in the Industry, Energy, Bank, Health,
Education and Technology sectors, by covering both, the private and public fields.

fts main facilities are located in Europe (Spain, Gemmany, France, Italy, the United Kingdorn, Poland and Denmark), Latin
America {(Mexico, Brazil, Peru, Argentina, Chile, Ecuador, the Dominican Republic and Colombia), the United States and
Canada, so on in Asia (Saudi Arabia, India, Oman, Qatar, UAE, Istael, Vietnam, the Phillippines and Japan), and Africa (South
Africa and Angola).

The parent Company’s registered office is located at “Calle Alameda Mazarredo 69, 8° piso”, Bilbao.
Group structure

At present CIE Automotive, S.A. (publicly listed) has a 100% direct stake in: CIE Beriz, S.L.,; Autokomp Ingenierfa, S.A.U., Advanced
Comfort Systems Ibérica, S.L.U., Advanced Comfort Systems France, S.A.S and, lastly, 50.01% stake in Global Dominion Access, S.A.,
which are, mainly, holding companies to which the CIE Automotive Group's productive companies report to.

The list of subsidiaries and associates at 31 December 2017, together with the information conceming them, is disclosed in the
Appendix to these consolidated annual accounts,

All subsidiaries under the control of CIE Automotive Group have been consolidated using the full consolidation method.



CIE AUTOMOTIVE, S.A. AND SUBSIDIARIES

NOTES TO THE 2017 CONSOLIDATED FINANCIAL STATEMENTS
{Thousand euro)

The associate companies consolidated under the equity method are as follows:

% interest

31.12.2017 31.12.2016
Belgium Forge, N.V. (1) 100.00% 100.00%
Galfor Edlica, S.L. 12.85% 25.69%
Gescrap — Autometal Comercio de Sucatas, Ltd. 30.00% 30.00%
Antolin - CIE Czech Republic, s.r.o. @ - 30.00%
CGescrap Autometal de México, S.A. de C.V. and subsidiaries 30.00% 30.00%
Centro Near Servicios Financieros, S.L. 11.50% 11.50%
Advanced Flight Systerns, 5.L. 15.00% 10.00%
Sociedad Concesionaria Chile Salud Siglo XXI, S.A. 15.00% 15.00%
Crest Geartech, Ltd. 4 - 51.38%
Huerto Solar La Alcardetefia, S.A. (2 - 18.50%
BAS Project Comoraticn, S.L. 8.42% 12.50%
Cobra Carbon Grinding, B.V. 3 25.01% -
1)} In liquidation / dormant.

2 Liquidated in 2017.
3 Newly created society in 2017,
@ Merged with Mahindra CIE Automotive Lid, In 2017,

Public offering of subscription and sale of shares in Global Dominion Access, S.A.

The Group's subsidiary Global Dominion Access, S.A. started trading its shares on the Spanish Stock Exchange on 27 Aptil 2016. The
offering, addressed to qualified investors and whose brochure was approved by the Spanish Securities Market Commission (CNMV) on
14 April 2016, has been fully subscribed, in collaboration with the responsible banks of this transaction, a price of 2.74 was set for each
share.

After the transactions taken place prior to the capital share increase and Split, as a consequence of the IPO, 54,744,525 shares were
issued, representing 33.31% of post IPO share capital, which resulted in a share capital of €6,843 thousand and a premium share of
€143,157 thousand. In addition, the stabilisation agent made use of the "green shoe" option available to the financial entities involved
in the operation, for a maximum of 15% of the shares issued, resulting in the issue of an additional 5,130,938 shares, which resulted in
an additional capital share of €641 thousand together with a share premium of €13,417 thousand.

The funds obtained as a result of the offer will permit financing the company’s growth, identifying new business opportunities in
accordance with its strategy. Also, they will contribute to improving the robustness of its balance sheet, helping to pesition the
Company with a clear market advantage in connection with the tender of relevant new projects,

Also in April 2016 and prior to the IPO, CIE Automotive S.A. has acquired from minority shareholders a total of 15,757,731 shares at a
price equal to the one of the public offering, which amounts to €2.74 per share, and preferential subscription rights over a total of
21,040 shares in the subsidiary Global Dominion Access S.A. at a price of €2.4 million. After these aperations, CIF Automotive's stake
in the Dominion group has gone from 62.95% to 50.01%.

Changes in the scope of consolidation
2017
a) Automaotive segment

In January 2017, the Group through its Brazilian subsidiary Autometal, S.A., has acquired an additional 34.9% of the share capital of the
also Brazilian company, Durametal, S.A. for an amount of 20 million Brazilian Reaies (approximately €5.8 million). After this
acquisition, the share hold percentage hold by the Group in Durametal, S.A. amounts to 84.9%. This operation has resulted in a net
negative impact on the consolidated equity amounting to €5.8 million.



CIE AUTOMOTIVE, S.A. AND SUBSIDIARIES

NOTES TO THE 2017 CONSOLIDATED FINANCIAL STATEMENTS
(Thousand euro}

During 2017, the following company transactions have been camied out, which resulted in no impact on the consolidated financial
statement:

- Alurecy, S.AU. and Alfa Deco, S.A.U. have merged (both subsidiaries of CIE Berriz, 5.L), being Alurecy, S.A.U. the
absorbing company.
CIE Berriz has merged with its subsidiaries Grupo Amaya Tellerfa, S.L. and GAT Staff, S.L.U., being the last two the
absorbed companies.

= The reverse merger of the companies Metalcastello, S.P.A. (absorbing company) and Mahindra Gears Global, Ltd.
(absorbed company) took pace, being an Itafian and Mauritian company respectively.

- Brazilian company Bioauto Participagoes, S.A. has been liquidated.
The merger of the brazilian companies Autometal, $.A. and Naturoil Combustiveis Renovaveis, S.A. has taken place.

- The Indian company Mahindra CIE Automotive, Ltd. (absorbing company)} merged with the also Indian companies
Mahindra Gears and Transmissions Private Ltd. and Crest Geartech Private, Ld. (absorbed companies); and with the
Mauritian companies Mahindra Forgings Global, Ltd. and Mahindra Forgings International, Ltd. (also absorbed companies).

- The merger between the companies Rochester Gear, Inc and Deco Engineering, Inc, has taken place, both subsidiaries of
Newcor, Inc, being Rochester Gear, Inc, the absorbing company and the one that has survived.

- The company BillForge Global DMCC has been liquidated.

Also, in March 2017, the Group acquired the entire share capital of the LS corporation Newcor, Inc. The transaction meant an
investment by CIE Automotive of approximately LUSD108 million (approximately €102 million) fully disbursed in cash (Note 35).

In April 2017, the company Antolin-CIE Czech Republic, s.r.0. has been sold for an amount of €2.7 million. The net impact of this
transaction has resulted in an income amounting to €1.5 million, taken to “Share of profit/fioss} of associates” in the consolidated
income statement {Note 8),

In December 2017, a capital share increase has taken place in the associate company Galfor Eélica, S.L. which the Group has not
applied for. After this capital share increase, the Group has diluted its share in the company to 13%.

Solutions and Services (Smart Innovation)

At the beginning of 2017, the German subsidiary Beroa Deutschland GrmbH together with another extemal partner formed the Dutch
joint venture, Cobra Carbon Grinding B.V., whose shareholding was distributed to 50% to each partner.

Also, in that same period, a reverse merger has taken place between the subsidiary Global Ampliffica, S.L. and its subsidiary Ampliffica,
S.L.U., and also between the North American companies Karrena Intemational LLC and its subsidiary Karrena International Chimneys
LLC. None of these rmergers had any impact on the consolidated financial statements.

[n 2017, the Vietnamese subsidiary Chimneys and Refractories International Vietnam Co. Ltd.,, which was established at the end of
2016, has been incorporated to the consolidation perimeter, whose activity is focused on industrial solutions.

On 27 April 2017 the US subsidiary Commonwealth Dynamics Inc has created the Japanese company named Commonwealth
Dynamics Co. Ltd with the same purpose of its direct company. During 2017 it had no activity.

Also during the first semester of 2017, a non-commercial swap agreement was signed by Dominion Industry and infrastructures, S.L,
through which the 37% owned by the Group in Huerto Solar La Alcardetefia, S.A. was exchanged for an additional 50% of the
subsidiary Solfuture Gestion, S.L. The impacts of this transaction have not been significant at a consolidated level,



CIE AUTOMOTIVE, S.A. AND SUBSIDIARIES

NOTES TO THE 2017 CONSOLIDATED FINANCIAL STATEMENTS
(Thousand euro)

On July 13, 2017, the company has proceeded to subscribe with the group Dixon Phone ple, an acquisition contract of the total share
capital of The Phone House Espafia (which include the companies The Phone House Espafia, 5.L., Connected World Services Europe,
S.L.U. and Smart House Spain, S.A.L)), all of them based in Spain. The closing of the transaction was conditional on obtaining the
authorisation of the Spanish Competition Authorities and a series of suspensive conditions relating to the confirmation of the main
operators with whom The Phone House operated with so they confirmed that they would maintain their supply and distribution
contracts. These suspensive conditions have been fulfilled in the month of Septernber 2017, when the acquisition of all the shares of the
aforementioned companies has been effective. The price of the transaction has risen to €58 million, once the parent company has
assumed the debt that the previous shareholder maintained with the acquired companies. The purchase price was agreed to be paid in
two instalments, the first of them (two thirds) on the transaction closing date, and the remaining, {one third} in January 2018.

On 18 October 2017 two share capital increases take place in the associate company Advanced Flight System, S.L. which have led to a
10% increase of the Group’s share from 20% to 30%. This share capital increase subscription amounted to €340 thousand.

In addlition, in 2017, the merger among Dominion Digital, S.L.U., Ampliffica, S.L.U., Tapquo, 5.L. and Wiseconversion, S.L. has taken
place, being the first of the aforementioned companies the absorbing one. This merger had not impact on the consolidated financial
statements.

Atthe end of 2017 a share capital increase has taken place for BAS Projects Corporation amounting to €13 million subscribed by a new
shareholder. This transaction has diluted the Group's share hold from 25% to 16.84%.

2016
a) Automotive segrment

On 2 January 2016, Autometal S.A. sold to Autokomp Ingenierfa, S.A.U. 143,683,928 shares of the company Componentes
Automotivos Taubaté Ltda., by the amount of €40,654 thousand, representing 100% of the company’s capital. This operation had no
effect on the consolidated Group.

In 2012 the Group acquired 65% of the US company Century Plastics, LLC and granted the selling shareholders a put option over the
remaining 35% of the company's capital, exercisable in May 2016. At this date, through its US subsidiary, CIE Automotive USA
Investments, the Group entered into a contract for the acquisition of the 35%, which until that date had been owned by that company's
original shareholders. The operation has amounted to USD68.8 million {approximately €60.8 million) and was paid in cash. This
operation has resulted in the reclassification of €6.6 million between controlling and non-controlling interests in the Group's equity.

On July 17 2016, CIE Berriz, S.L. sold to Autokomp Ingenierfa, S.A.U. the total amount of shares owned by Nanjing Forgings
Automotive Co. Ltd., for the total amount of €21,349 thousand, representing 50% of the company's capital. This operation had no
effect on the consolidated Group.

In August 2016, through CIE Berriz, S.L., the Group acquired all of the share capital of Grupo Amaya Tellerfa. The purchase price for
this transaction amounted to €155 million (€112 million paid upon the transaction close, €13 million of assumed debt with former
shareholders, and remaining €30 million due in the first quarter of the current year) and the assumption of Grupo Amaya Telleria's net
debt (Note 35).

in September 2016, CIE Automotive S.A., through its subsidiary in India, Mahindra CIE Automative Ltd, signed an agreement for the
acquisition of all of the share capital of the Indian company BillForge Pvt. The purchase price agreed amounted to INR13,312 million
(approximately €178 million} paid in cash (Note 35).

Also in September 2016, the Group performed a capital share increase in its indian subsidiary Mahindra CIE Autometive, Ltd. By
issuing 54,491,563 new shares, for a total value amounting to INR10,898 million (€145 million approximately at the date of share
capital increase), fully subscribed and disbursed in cash. Part of this capital share increase, 22,500 thousand shares, INR4,500 million
(approximately €60 million} were subscribed and disbursed by the subsidiary Participaciones Internacionales Autometal Dos, S.L.U.
After this capital increase, the share percentage of the Group in the Mahindra CIE amounted to 51.38% {2015: 53.21%). This
transaction resulted in an increase of €87.7 million in the Group’s equity, with a net impact of €18.4 million within “Retained Eamings”
and €69.3 millian within “Non-Controlling Interests”.

On 18 October 2016, the merger of the companies CIE Hispamoldes Plastiques, s.a.r.l. d’au. and CIE Automotive Maroc, s.a.rl. d'au.,
both Moroccan companies, took place, and being the last the absorbing company which persists. This merger had no impact at a
consolidated level,
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CIE AUTOMOTIVE, 5.A. AND SUBSIDIARIES

NOTES TO THE 2017 CONSOLIDATED FINANCIAL STATEMENTS
(Thousand euro)

On 12 December 2016, the Group liquidated the holding companies RS Automotive, B.V. and Advanced Comfort Systems
International, B.V. After this liquidation, their subsidiary companies Advanced Comfort Systems Ibérica, S.L.U and Advanced Comfort
Systems France, S.A.S. came to be held by the Group’s Parent Company, CIE Automotive, S.A. This transaction had no impact at a
consolidated level.

Additionally, on 31 December 2016, the liquidation of Biocombustibles La Seda, S.L. was approved. This liquidation had no impact at
a consolidated level.

At the same date, and with accounting effect of 31 December 2016, the merger between CIE Autometal de México, S.A. de C.V.
{absorbing company) and Inmobiltaria El Puente, S.A. de C.V. (absorbed company) took place. This liquidation had no impact at a
consolidated level.

b} Solutions and Services (Smart Innovation)

On 6 May 2016, the Dominion group, through its LS subsidiary Beroa Corporation, LLC, acquired 100% of the shares of the US
company Commonweaith Dynamics Inc (CDI). This transaction entailed the acquisition of 100% control over the following companies:

Commonwealth Dynamics Inc (USA)

- Commonwealth Constructors Inc (USA}
Commenwealth Landmark Inc (USA)

- Commonwealth Dynamics Limited (Canada)

- Commonwealth Power Chile, SPA (Chile)

- Commonwealth Power de Mexico $.A. de C.V. (Mexico)
Commonwealth Power, S.A. (Peru)

- Commonwealth Power Private Limited (India)

This subgroup, based in New Hampshire (USA), is a niche company with over 35 years' experience in providing engineering solutions
and executing high complexity projects for a wide range of industrial sectors.

Commonwealth Dynamics focuses its activity in countries with a significant industrial presence, such as USA, Chile, Mexico, Peru and
India and its customers include most leading companies in those countries.

The transaction price amounted to USD10 million which broke down as follows: USD2 million were paid upon the formalisation of the
acquisition and leaving a USD6 million (estimated amount) payable in 2018, 2019 or 2020, depending on the payment option offered
to the seller, for an amount equivalent to the subgroup's average aggregate EBITDA for the last three years, according to the payment
date, multiplied by 6, to be reduced by the corresponding financial debt; and USD2 million {estimated amount) relating to 2.5% of the
order portfolio at the payment date indicated above (Note 22).

At the beginning of the year 2016, the remaining 10% of the Argentinian subsidiary Dominion S.R.L. (formerly Beroa de Argentina,
S.R.L.) was purchased for a total amount of €977 thousand to the former shareholder of Beroa Group (Servit Servicios Industriales
Técnico, S.L.). This amount was met by the compensation of a credit held by the Group with this company. This transaction resulted in
a decrease on equity equal to the compensated credit,

On 10 February 2016 Global Dominion Access submitted an offer as part of the bankruptcy proceedings requested by Abantia
Ermpresarial, S.L. and subsidiaries thereinafter, the Abantia Group), to acquire the Installation, Maintenance, Industrial and Renewable
Energy Promotion production units, which represented most of the Abantia Group's business.

On 24 May 2016 the Group, through its subsidiary Dominion Indusiry & Infrastructures {incorporated in March 2016 by Global
Dominion Access, 5.A.), completed the acquisition which was approved by the Mercantile Court responsible for the bankruptcy
proceedings of the Abantia Group and by the workers' representatives in legal terms.

The acquisition of the business entailed paying a price of €2 million plus the losses arising from the date of approval of the acquisition
request to the date on which control was acquired that is during the months of March, April and May 2016, estimated at an additional
€1.5 million.

11.-



CIE AUTOMOTIVE, S.A. AND SUBSIDIARIES

NOTES TO THE 2017 CONSOLIDATED FINANCIAL STATEMENTS
(Thousand euro)

The breakdown of the assets awarded and the labour and social security liabilities assumed is included in Note 35 on business
combinations.

In April and May 2016 the remaining 10.75% of the subsidiary Global Near, S.L. was acquired together with an additional 8.741% of
the subsidiary Wiseconversion, S.L. The overal! price paid on both operations amounted to €157 thousand, which were paid in cash to
the relevant minority shareholders. This acquisition resulted in a reclassification of the group's equity between controlling and non-
controlling interests, generating an output in equity for the paid purchase price.

Additionally, in May 2016 2 capital increase was carried out, in the associate Advanced Flight Systems 5.L., resulting in the dilution of
the Group's interest from 30% in December 2015 to 20%.

On 16 June 2016, as part of Abengoa's Restructuring Plan (parent group), the purchase-sales agreement was executed through which
Instalaciones Inabensa, S.A. sold to the Group company Dominion Networks, S.L., the assets, goods, contracts and rights attached to the
sa-called Protisa business— protisa thermal, sound and fire proofing, canying out all activities associated with the conduct and
exploitation of commercial, import, export and machine and material distribution operations connected with thermal, sound and fire
proofing protection. These assets, goods, confracts and rights include certain property, plant and equipment, supplier and contractor
contracts, qualified technical personnel, contracts under execution, dassifications and references of work connected with this business
and trade marks, patents and trials on fireproof mortars. These assets were not registered within the consolidated balance sheet as not
been deemed significant for the Group’s consolidated financial information. The acquisition price of this line of business amounted to
€300 thousand.

InJuly 2016 an additional 15% capital share of the Group company interbox Technology, S.L. was purchased, increasing its share from
60% to 75%. The purchase price amounted to €500 thousand.

The purchase agreement under which Global Dominion Access, S.A. acquired 100% of the shares of Nomproyectos 2000, S.L.
{subsequently renamed Dominion Energy, S.L.) was placed on public record on 15 Septerber 2016. This company encompasses the
EPC activities and maintenance operations (also known as the energy assets) formerly carried out by Grupo Eléctrico Scorpio, S.A.

The purchase price was approximately €17.8 million, made up of a fixed sum of €8.8 million and an earn out of up to €9 million. The
eamout was tied to the EBITDA generated by the company which held the energy assets acquired from an identified pipeline of projects
and opportunities during the five following years of its acquisition date.

With this transaction, Dominion incomporated to its perimeter the team that manages Grupo Eléctrico Scorpio, S.A.'s energy division,
including its CEO and former owner; a backlog of renewable energy projects worth an estimated €50 million; and a 25% interest in
BAS Project Corporation, S.L., a company specialised in the identification and development of renewable energy projects which has an
exclusivity agreement with the Group.

On 14 November 2016, Dominion acquired US firm, Intemational Chimney Corporatian (ICC). With a track record dating back almost
90 years, ICC, based in Williamsville (New York) is a leading specialist in the North American market, in the design, engineering,
inspection and repair of industrial structures. Its wide catalogue also includes other services related to as isolates, assembly projects,
structure transport, demolition and emergency lighting.

The grounds of the operation, there were a high level of recurrence of their services, with the strong synergies of its
portfolio with the one of complex solutions offered by Commonwealth Dynamics, Inc, will led to manage a large industry portfolio
contributed by both companies, an authentic “One Stop Shop”, which contributes fo the remaining specialists of Dominion Industry,
and also to those coming from Abantia and Protisa {as mentioned above).

The purchase price agreed amounted approximately to USD15 miltion, to be paid as follows: USDE million at the close, USD5 million
in 2017, and USD4 million in 2018. I is also considered a potential eamout payable in 2020 in the event that the company
outperforms its targets for 2017-2019; the acquisition-date value of this contingent payment amounts to USD3.9 million, equivalentto 6
fimes average EBITDA generated by ICC, decreased by USD15 million.

Additionally, in December 2016, and with effects on 1 January 2016, the merger between de Brazilian companies Halégica
Tecnologfa, S.A. and Prosat Comunicagoes, Lida., and the reverse merger between Global Dominion Brasil Participagoes, Ltda. and
Haldgica Tecnologia, S.A. These transactions had no impact at a consolidated level.

Also in December 2016 the Group company Near Technologies, S.L. changed its entity name to Dominion Digital, S.L.
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NOTES TO THE 2017 CONSOLIDATED FINANCIAL STATEMENTS
(Thousand euro)

Authorisation for issue

These consolidated annual accounts were authorised for issue by the Board of Directors on 27 February 2018 and are pending to be
ratified by the Group parent Company’s shareholders. However, management expects them to be approved without modification.

1.2 Regulatory framework

Certain companies of the Automotive segment develop their activity in the production and sale of biofuel which is a specific sector with
a particutar regulatory framework (hydrocarbon sector). Among the obligations that are determined by this regulation include the
maintenance of minimum safety stock levels of petroleum products and the annual accreditation of the Spanish Market & Competence
Commission (CNMC) regarding the ownership of the minimum quantity of certificates of biofuels.

On 5 May 2014 was approved the order for the amount in relation to the assignation of the production capacity by the Secretary of
State of Energy for the biofuel production plants for a two year period. The order was in force up to 1 May 2016.

Up to the date of approval of these consolidated annual accounts, no renewal order of this assignation has been published.

2, Summary of significant accounting policies

The principat accounting policies applied in the preparation of these consolidated annual accounts are set out below, which have been
consistently applied to all the years presented.

2.1 Basis of presentation

The Group’s consolidated annual accounts for the year ended 31 December 2017 have been prepared in accordance with the
International Financial Reporting Standards (IFRS) adopted for wtilisation in the European Union (IFRS-EL)) and approved under
European Commission Regulations in force at 31 December 2017.

The consolidated annual accounts have been prepared under the historical cost convention, as modified by the revaluation of financial
investments available for sale and financial assets and liabilities (including derivative instruments) at fair value through profit or loss, held
for sale assets (fair value with disposal costs) and retirement benefit plans - pensions (assets of the plans),

The preparation of consalidated annual accounts in conformity with IFRS-EU requires the use of certain critical accounting estimates. It
also requires management to exercise its judgement in the process of applying the Company's accounting policies. The areas involving
a higher degree of judgement or complexity, or areas where assumptions and estimates are significant to the consolidated annual
accounts are disclosed in Note 4.

The profit and losses account in exercises 2017 and 2016 does not include unusual items that require a detail or a conciliation of
balances.

Certain Intemational Financial Reporting Standards are effective from 1 January 2017, prompting the Group to adapt its consolidated
annual accounts. The standards effective in the year are detaited below.

The consolidated annual accounts are not affected by aspect that may contravene applicable presentation bases.
2.1.1  Listand summary of standards, amendments to standards and interpretations published fo date

al Mandatory standards, amendments and interpretations for all vears starting as from 1 January 2017

IAS 7 (Amendment}, ‘Cash flow statements’, regarding the Disclosure initiative.

An entity is required to disclose information that will allow users to understand changes in liabilities arising from financing activities,
This includes changes arising from:

¢ cash flows, such as drawdowns and repayments of borrowings; and

* non-cash changes, such as acquisitions, disposals and unrealised exchange differences.
Debt from financing activities will be debt for which cash flows were, or future cash flows will be, classified as financing activities in the
statement of cash flows. Additionally, an entity should include changes in financial assets (for example, assets that hedge liabilities

arising from financing liabilities) in the new disclosures if such cash flows were, or will be, included in cash flows from financing
activities.

13,
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NOTES TO THE 2017 CONSOLIDATED FINANCIAL STATEMENTS
(Thousand eurg)

The amendment suggests that a reconciliation between the opening and closing balances in the balance sheet for Iiabilities arising from
financing activities would meet the disclosure requirement.

The Group has included more specifically the additional required information (most of which has been included in annual accounts of
previous years) in the Note 3.b).

IAS 12 (Amendment), “Recognition of deferred tax assets for unrealised losses”.

The amendments to IAS 12 clarify the requirements for the recognition of deferred tax assets for unrealised losses. The amendment
clarifies the accounting treatment of deferred tax when an asset is measured at fair value and that fair value is less than the asset's tax
base. It also clarifies other aspects of accounting for deferred tax assets.

This amendment has not had a significant impact on the Group’s Consolidated Annual Accounts.

b} Standards, amendments and interpretations not yet in force, although could be taken in advance of the exercises beginning after
1st January 2017

At the date of signature of this Consolidated Annual Accounts, the IASB and the IFRS Interpretations Committee had published rules,
modifications and interpretations that will be detailed below, though the Group has not adopted them beforehand.

IFRS 4 (Amendment) 'Applying IFRS 9 'Finandial instruments' with IFRS 4 'Insurance contracts”.
This amendment affects insurance companies and will therefore not affect the Group.
[FRS 9 “Financial instruments”.

It approaches the classification, valuation and recognition of financial assets and financial liabilities. The complete version of the IFRS 9

published in July 2014 and replaces the guide of the 1AS 39 about the classification and valuation of financial instruments. The IFRS 9

maintains but simplifies the mixed valuation model and establishes three main categories of valuation for the financial assets: amortised

cost, fair value through other comprehensive income (FVOCY) and fair value through profit or loss (‘FVPL). The base of classification

depends on the entity business mode} and the characteristics of the contractual flows of cash of the financial assets. It is required that the

tnvestments in Equity instruments are valued at fair value with changes in profit and loss, with the irmevocable election at initial

recognition to present in other comprehensive income subsequent changes in the fair val ue, unless the instrument is Aeld for trading. If
the equity instrument is held for trading, the subsequent changes in the fair value are presented in profit and Joss. |n relation to financial

liabilities there have been changes from the classification and valuation , except for the recognition of changes in own credit risk in

other comprehensive income for liabilities designated at fair value through profit or loss. Under IFRS9, there is a new model of
impairment losses, the model of expected credit losses, which replaces the model impairment losses incurred in 1AS 39 and which will

lead to recognition of losses before it has been done in IAS 39. The IFRS 9 relaxes the requirements for the coverage effectiveness.

Under IAS 39, a hecige must be highly effective, both going forward and in the past IFRS 2 replaces this line by stipulating an economic
refationship between the hedged item and the hedging instrument. It aiso requires the hedged ratio is the same as the ratio used by the

entity to manage risk. Lastly, extensive information is required, including reconciliation of the initial and final amounts of the provision

for estimated credit losses, assumptions and data, and a reconciliation of the transition between the categories of initial classification

under IAS 39 and the new classification categories under IFRS 9.

IFRS 9 is effective for years starting on or after 1 January 2018; and the Group has not adopted early application.

The Group has decided not to restate comparative figures and present the impact of IFRS 9 adoption at 1 January 2018, date of
transition, in the opening retained eamings for this current year, as the estimated amount has not been deemed as significant.The
expected impacts of this new standard as of 1 January 2018 can be summarized as follows:

The Group does not expect impacts in its financial assets categorize under amortized costs, as all of them comply with the requirement
(SPPI) to be considered as debt instruments to be liquidated at their maturity dates. Nevertheless some amounts classified as Held-to-
maturity financial assets will have ta be reclassified to Trade and other receivables, with no changes in their value.

There will not be impacts in the financtal liabilities of the Group, as the same requirements only apply to financial liabilities at fair value
through profit or loss and only financial liabilities from contingent considerations of business combinations, are classified under this

category.
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Derecognition requirements have not changed from those of previous IAS 39.

On the other hand, though new requirements for hedge accounting are more in line with the managing practices of the Group, those
hedge activities that did not comply with the requirement for hedge accounting are not significant, except for the “equity swaps” {Note
8). And through the analysis would come up with the conclusions that these activities can be accounted for as hedges, the amounts of
the derivatives related to them are not significant, so the possible impact will not be significant either. Thus, the Group has decided to
apply new requirements of IFRS 9.

The new model for the recognition of impairment losses is based in the expected credit losses instead of incurred credit losses (actual
model under IAS 39). It affects mainly to the financial assets and assets of contracts of IFRS 15 (trade receivables) of the Group at the end
of the period.

As financial investments are mainly short term investments and in high credit rated financial institutions, or are already impaired in the
unrecoverable amount (Note 8), no significant impact is expected.

Regarding credit risks from trade receivables, it is not expected that the new standard will mean a significant increase in the impaiment
provisions as they all are short term balances related to high credit rated companies, or otherwise the collection is guaranteed by high
credit rated financial institutions.

From all the figures described above, the Group estimates that the amount which will be taken to the initial balance of “retained
eamings” for the year 2018 will not exceed €10 million. The Group is actually working in obtaining recurring informational resources
regarding the required disclosures due to the application of IFRS 9,

IFRS 15 "Ordinary revenues from Contracts with Customers”.

In May 2014, the IASB and FASB jointly issued a converging statement on the recognition of revenue from contracts with customers.
Under this standard, revenue is recognised when a customer obtains control of an asset or service, i.e., when it has both the ability to
direct the use and obtain the benefits of the asset or service. IFRS 15 indudes new guidance in order to determine whether revenue
should be recognised over time or at a point in time. It requires broad disclosure of both recognised revenues and revenues expected to
be recognised in the future in relation to existing contracts. Similaly, quantitative and qualitative information should be provided on the
significant judgements made by management in determining revenue recognised and any changes in such judgements.

Subsequently, in April 2016 the IASB published amendments to this standard. Although they do not amend the basic principles, they
provide clarification on the most complex aspects.
IFRS 15 will be effective for the years commencing on or after 1 January 2018 and the Group has not early-applied this standard
It is the intention of the Group to apply the modified retrospective method to adopt the new standard, which means that the cumulative
effect of initially applying the standard will be recognized at the date of initial application, 1 January 2018, in equity and comparative
figures will not be re-expressed.
Alfter the analysis that has been performed by the Group regarding the new standard application, the conclusions are as follows:
¢ No activity lines requiring significant changes in the recognition criteria of actual incomes have been identified.
» The presentation of assets and liabilities related to contracts in the consolidated balance sheet does not imply significant
changes with the actual presentation.
¢ The most complex contracts (Smart Innovation segment) with different performance obligations in course at the date of
initial application do not present different treatment of the actual criteria of the Group.
¢ Certain activities, mainly those related to commercial services; both those from previous years, and those developed after
the incorporation of The Phone House Group (Notes 1 and 35), have been re-evaluated according to the new approach
(based on their control) established by IFRS 15. Following the analysis, it is estimated that, considering the revenue figures
of 2017, the application of the new standard would reduce the group's income {with no net effect on results) in 25 million
euros.

Because al! the above, no significant impacts have been identified, either quantitative or qualitative, that would imply changes at at the
date of initial application, except those related to some activities of the Smart Innovation segment, where the company acts as agent,
which will have an impact in the sales of the Group of approximately €25 million, without impact in the final net profit.
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IFRS 15 (Amendment) “Clarifications to IFRS 15 'Revenue from contracts with customers".
The IASB has amended IFRS 15 with the aim of:

»  Clarifying the guidance on identifying performance obligations, accounting for licences of intellectual property and the
principal versus agent assessment (gross versus net revenue presentation).

¢ Adding new and amended illustrative examples for each of these areas of guidance.

¢ Including additional practical expedients related to transition to the new revenue standard.

Although these amendments do not alter the underlying premise of IFRS 15, they do clarify some of the more complex aspects of
applying this standard,

The amendments are effective for annual reporting periods beginning on or after 1 January 2018.

The potential consequences of these amendrments have been evaluated along with the assessment of IFRS 15 adoption.
IFRS 16 "Leases".
In January 2016, the IASB published this new standard, as a result of a joint project with the FASB, which repeals 1AS 17, "Leases".

The IASB and FASB reached the same conclusions on several topics connected with accounting for leases, including the definition of a
lease, the requirement, as a general rule, to recognise leases on the balance sheet and the measurement of lease liabilities, Under the
new standard, a ‘right-of-use asset’ and a lease liability reflecting future lease payments are recognized, with the exemption for certain
short-term leases or leases of low-value assets.

There are still differences between 1ASB and FASB as regards the recognition and presentation of lease expenses in the income
statement and cash flow statement.

This IFRS will apply to annual reporting periods beginning on or after 1 January 2079. it may be adopted early if IFRS 15 but only if the
entity is at the same time applying IFRS 15 Revenue from contracts with customers.

Currently, the Group has no intention of early adopting this standard and expects to choose the ‘simplified approach’ in the
transition, without re-expressing comparative figures.

Management is in the process of analysing the Group's main existing operating leases in order to quantify the recognition on its balance
sheet of the right of use associated with the [eased iterns and the corresponding liability in respect of the instalments payable under the
lease payment schedules. Note 34 discloses the Group's non-cancellable operating leases.

Based on the information currently under analysis, management estimates that the accounting effects of application of the new standard
(in terms of the fixed assets and financial liabilities to be recognised) on the balance sheet and income statement (presentation and
reclassification in profit and loss over time) will not have a significant impact on the Group's financial position or eamings performance.

o Standards, amendments and interpretations of existing standards that cannot be early adopted or have not been adopted by the
E U

uropean Union
At the date of these Consolidated Annual Accounts were prepared, the IASB and IFRS [nterpretations Committee had published the
following standards, amendments and interpretations that have not yet been adopted by the European Union.

IFRS 10 (Amendment) and IAS 28 (Amendment) “Sale or contribution of assets between an investor and its associates or joint ventures”,
——— =R gl o AU Vimendment) sale oF coninibution of assets between an investor and its associates or joint ventures”,

These amendments clarify the accounting treatment of the sale or contribution of assets between an investor and its associates and joint
ventures. This will depend on whether the non-monetary assets sold or contributed to an associate or joint venture constitute a business,
The investor will recognise the total gain or loss when the hornrmonetary assets constitute a "business”. If the assets do not meet the
definition of a business, the investor should recognise the profit or loss to the extent of other investors' interests. These modifications will
only apply when an investors sales or contribute assets to its associate and joint venture,

Currently, a wider review is being planned that could result in the simplification of the accounting for these transactions and other
aspects regarding associates and joint ventures.

Based on the situation of the Group regarding these transactions, it is not expected that these modifications will have a significant
impact for the Group in any case.
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IFRS 2 (Amendment): “Classification and measurement of share-based payment transactions”.

The amendment to [FRS 2, which was developed through the IFRS Interpretations Committee, clarifies how to account for certain types
of share-based payment transactions. In this respect, it provides the requirements for accounting for:

» The effects of the conditions for the irreversibility and non-determinant conditions for the imreversibility of the grant on the
measurement of share-based payments settled in cash;
o Share-based payments, settfed net of tax withholdings; and
e The amendment of the terms and conditions of a share-based payment, which changes the classification of the transaction
from cash settled to equity settled.
tFRS 2 is effective for years starting on or after 1 January 2018; early application is permitted.
Given the scant volume of share-based payment transactions, this amendment is not expected to have a significant impact when
adopted by the European Union.
Annual improvements to IFRS: 2014 - 2016 cycle.
The improvements affect [FRS 1, IFRS 12 and IAS 28 and are applicable in annual reporting periods beginning on or after 1 January
2018 in the case of the changes made to IFRS 1 and IAS 28 and 1 January 2017 for those corresponding to IFRS 12, all of which subject
to adoption by the European Union. The main amendments relate to:
¢ IFRS 1 - ‘Firsttime adoption of the Intenational Financial Reporting Standards’. Deletion of shortterm exemptions for first-
time adopters.
¢ IFRS 12 -'Disclosures of interests in other entities': Clarification about the scope of the disclosure requirements.
¢ IAS 28 - "investments in associates and joint ventures' Measuring an associate or joint venture at fair value.
These improvements are not expected to affect the Group when adopted by the European Union.
IAS 40 (Amendment} ‘Transfers of investment property’.
This amendment clarifies that in order to transfer a property in or out of investment properties, there has to be an evident change of use.

To conclude whether there has been a change of use, there has to be an assessment of whether the property complies with the
definition of an investment property.

This amendment is effective for annual reporting periods beginning on or after 1 January 2018. Early adoption is permitted.
The Group does not have or expect to have investment properties,
IFRIC 22, 'Foreign currency transactions and advanced consideration’

This Interpretation tackles how to determine the date of the transaction when applying the standard on foreign currency transactions,
IAS 21. The Interpretation applies where an entity either pays or receives consideration in advance for foreign currency-denominated
contracts.

The armendment is effective for annual periods beginning on or after 1 January 2018. Earier application is permitted.

In light of the Group's current situation, this Interpretation is not expected to have a significant impact on it when it is adopted by the
European Union.

IFRS 17 "Insurance contracts"

On 18 May 2017, the IASB finished its longstanding project to develop an accounting standard on insurance contracts and published
IFRS 17, ‘Insurance Contracts’. IFRS 17 replaces IFRS 4, which currently permits a wide variety of practices. IFRS 17 will fundamentally
change the accounting by all entities that issue insurance contracts and investment contracts with discretionary participation features.

The standard applies to annual periods beginning on or after 1 January 2021. IFRS 17 has not yet been adopted by the European: Union.
Considering the Group activities, this new IFRS will not have any impact on the Group when it is adopted by the European Union.
IFRIC 23: Uncertainty over income tax treatments.

This interpretation gives additional requirements to those of IAS 12 “Income tax”, specifying how to reflects the impacts of uncertainty
over income tax accounting. This interpretation clarifies how the recognition and measurement requirements of IAS 12 */ncome taxes’,
are applied where there is uncertainty over income tax treatments.
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The Interpretation is effective for annual periods beginning on or after 1 January 2019, though earlier application is permitted.
ftis not expected to have a significant impact on the Group.

IFRS 9 {Amendment) ‘Prepayment Features with Negative Compensation.

The terms of instruments with prepayment features with negative compensation, where the lender could be forced to accept
an amount of prepayment substantiatly lower than the unpaid amounts of principal and interest, were incompatible with the
notion of "reasonable additional compensation” for the early termination of a contract under IFRS 9. As a result, such
instruments would not have contractual cash flows that are only capital and interest payments, which would lead them to be
accounted for at fair value with changes in the profit and loss account The amendment to IFRS 9 clarifies that a party may
pay ot receive a reasonable compensation when a contract is terminated in advance, which could allow these instruments to
be valued at amortized cost or at fair value through other comprehensive income. The amendment will be effective for
annual exercises beginning on January 1, 2019, although early application is allowed.

The Group does not usually have instruments subject to these clauses, so it is not estimated that their importance may have
significant effects.

IAS 28 (Amendment) ‘Long-term interests in associates and joint ventures’.

This limited scope amendment clarifies that the long-term interests in an associate or joint venture that, in substance, form
part of the net investment in the associate or in the joint venture, but to which the entity does not apply the equity method,
are accounted for in accordance with the requirements of IFRS 9 "Financial instruments. The amendment will be effective for
annual exercises beginning on or after January 1, 2019, although early application is allowed.

It is not expected to have significant effects for the Group.
Annual improvements to IFRS: 2015 - 2017 cyde.

These improvements, which will apply to exercises beginning from January 1, 2019, provided its adoption by the EU, refer
to:

* IFRS 3 "Business Combinations": A previously held share in a joint operation is re-measured when the control of
the business is obtained.

s IFRS 11 "Joint agreements": A previously held share in a joint operation is not measured once the joint control of
the business is obtained.

e IFRS 12 "Assumption on eamnings": All the tax consequences of the payment of dividends are accounted for in the
same way.

e IFRS 23 "interest costs": Any specific loan originally made to develop an eligible asset is considered part of the
generic loans when the asset is ready for use or sale.

The Group does not expect to have significant impacts in relation to these improvements when they come into force.

2.2  Consolidation principles

a) Subsidiaries

Subsidiaries are all entities over which the Group has control. The Group controls an entity when it is exposed, or has right, to obtain a

few variable performances for his implication in the informed one and has aptitude to use his power on her to influence these
performances.

Subsidiaries are consolidated from the date on which control is transferred to the Group. They are de-consolidated from the date that
controf ceases.
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The Group applies the acquisition method to account for business combinations. The amount paid for the acquisition of a subsidiary
consists of the fair value of the assets transferred, the liabilities incurred and the equity interests issued by the Group, also including the
fair value of any asset or liability that originates from a contingent consideration agreement. Acquisition-related costs are expensed as
incurred. Identifiable assets acquired and liabilities and contingent fiabilities assumed in a business combination are measured initially at
their fair value at the acquisition date. The Group recognises any non-controlling interest in the acquiree on an acquisition-by-
acquisition basis, either at fair value or at the non-controlling interest’s proportionate share of the recognised amounts of acquiree's
identifiable net assets.

If the business combination is performed in stages, the acquisition date carrying value of the acquirer's previously held equity interest in
the acquiree is re-measured to fair value at the acquisition date through profit or loss.

Any contingent compensation to be transferred by the Group is recognised at fair value at the acquisition date. Subsequent changes to
the fair vafue of the contingent consideration that termed as financial liability are recognised in profit. Contingent consideration that is
dlassified as equity is not re-measured, and its subsequent settlement is accounted for within equity.

Goodwill is initially measured as the excess of the aggregate of the consideration transferred, the amount of any non-controliing interest
in the acquiree and the acquisition-date fair value of any previous equity interest in the acquiree over the fair value of the Group’s share
of the et identifiable assets acquired and fiabilities assurmed. If this consideration is lower than the fair value of the net assets of the
subsidiary acquired, the difference is recognised directly in profit or loss.

Intercompany transactions, balances and unrealised gains on transactions between Group companies are eliminated. Unrealised losses
are also eliminated. The accounting policies followed by subsidiaries have been modified where necessary to ensure consistency with
policies adopted by the Group.

The accompanying Appendix sets out the identification particulars of subsidiaries.
Annual accounts/financial statements used in the consolidation accounts are, in all cases, dates of 31 December of each vear.
b) Changes in ownership interests in subsidiaries without change of control

The Group recognises transactions involving non-controtling interests that do nat result in loss of control as transactions with the owners
of the Group's equity in their capacity as owners. In acquisitions of non-controlling interests, the fair value of any consideration paid and
the relevant share acquired of the carrying value of net assets of the subsidiary is recorded in equity. Gains or losses on disposals of non-
controlling interests are also recognised in equity.

q) Disposal of subsidiaries

When the Group ceases to have control or significant influence, any retained interest in the entity is re-measured to fair value at the date
when control is lost, with the change in carrying amount recognised in profit or loss. The fair value is the initial carrying amount for the
purposes of subsequently accounting for the retained interest as an associate, joint venture or financial asset. in addition, any armounts
previously recognised in other comprehensive income in respect of that entity are accounted for as if the Group had directly disposed of
the related assets or fiabilities. This may mean that amounts previously recognised in other comprehensive income are reclassified to
profit or loss.

d) Joint operations

The Group applies IFRS 11 to all the joint agreements. The investments in joint agreements under IFRS 11 qualify as joint operations or
as joint business, depending on the rights and commitments of every investor. The Group has evaluated the nature of his joint
agreements and has determined that are joint business. The joint business is assessed using the paticipation method.

Under the participation method, the interests in joint business are recognised initially to its cost and it adjusts from then fo recognize the
participation of the Group in the benefits and losses tater to the acquisition and movements in another global result. When the
participation of the Group in the losses in a joint business equalizes or overcomes his interests in joint business (what includes any long-
term interest that, in substance, forms a part of the clear investment of the Group in the joint business), the Group does not recognize
additional losses, as long as it has not incurred in any obligation or done payments on behalf of the joint business.
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The earnings not realized in transactions between the Group and its joint business is eliminated in the measure of the participation of
the Group in the joint business. The losses not realized also are eliminated until the transaction provides evidence of a loss for
deterioration of the value of the transferred assets. The countable policies of the joint business have been modified when it is necessary
to assure the uniformity with the policies adopted as the Group.

For more defailed information on these joint ventures, see Note 37.

e) Associates

Associates (Note 8.c)} are all entities over which the Group has significant influence but not control, generally accompanying a
shareholding fower than 50% of the voting rights. Investments in associates are accounted for using the equity method of accounting.
Under the equity method, the investment is initially recognised at cost and the carrying amount is increased or decreased to recognise
the investor's share of the profit or loss of the investee after the date of acquisition. The Group's investment in associates includes any

goodwill (net of impairment) identified on acquisition (Note 2.7.a)). Note 2.8 outlines the impairment palicy in respect of nonfinancial
assets, including goodwill.

if the ownership interest in an associate is reduced but significant influence is retained, only a proportionate share of the amounts
previously recognised in other comprehensive income are reclassified to profit or loss.

The Group's share of its associates post-acquisition profits or losses is recognised in the income statement and its share of post
acquisition movements in reserves is recognised in other comprehensive income. The cumulative poskacquisition movements are
adjusted against the carrying amount of the investment.

When the Group's share of losses in an associate equals or exceeds its interest in the associate, including any other unsecured
receivables, the Group does not recognise further losses, unless it has incurred obl igations or made payments on behalf of the associate.

At each reporting date, the Group determines if there is any objective evidence that the investment in the associate is impaired. If this is
the case, the Group calculates the amount of the impairment lass as the difference between the recoverable amount of the associate and
its carrying amount and recognises the amount adjacent to “share of profit/loss) of associates" in the income statemnent.

Profits and losses resulting from upstream and downstream transactions between the Group and its associates are recognised in the
Group's financial statements only to the extent of unrelated investor's interests in the associates. Unrealised [osses are eliminated unless
the transaction provides evidence of impairment of the asset transferred. The accounting policies of associates have been changed
where necessary to ensure consistency with policies adopted by the Group.

Dilution gains or losses arising in associates are recognised in the income statement.
23  Segment information

Operating segments are reported consistently with the intemal reporting provided to the chief operating decision-maker. The highest
decision-making body is responsibie for allocating resources to and assessing the performance of the operating segments. The
maximum decision-making body is the Executive Steering Committee during 2017.

Segment information is disclosed in Note 5.
24  Foreign cumency translation
a) Functional and presentation currency

ltems included in the financial statements of each of the Group’s entities are measured using the currency of the primary economic
environment in which the entity operates (‘the functional currency’). All Group companies use the currency of their country of origin as
their functional currency, except, basically, for the Mexican companies in the automotive segment (Appendix), whose functional
currency was defined on 1 January 2009 as the US dollar.

The consolidated annual accounts are presented in euro, which is the Group’s functional currency and presentation currency.

20.-



CIE AUTOMOTIVE, 5.A. AND SUBSIDIARIES

NOTES TO THE 2017 CONSOLIDATED FINANCIAL STATEMENTS
(Thousand euro)

b) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates of the
transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation at year-end
exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in the income statement, except
when deferred in equity as qualifying cash flow hedges and qualifying net investment hedges.

Exchange gains and losses are presented in the income statement under “Net exchange differences”.

Changes in the fair value of monetary securities denominated in foreign currency classified as available for sale are analysed between
translation differences resulting from changes in the amortised cost of the security and other changes in the camying amount of the
security. Translation differences related to changes in amnortised cost are recognised in profit or loss, and other changes in carrying
amount are recognised in other comprehensive income.

Translation differences on non-monetary assets and liabilities such as equities held at fair value through profit or toss are recognised in
profit or loss as part of the fair value gain or loss. Translation differences on non-monetary financial assets, such as equities classified as
available for sale, are included in other comprehensive income.

Q) Group entities

The results and financial position of all the Group entities (none of which has the cumrency of a hyper-inflationary economy) that have a
functional currency different from the presentation currency are translated into the presentation currency as follows:

)] Assets and liabilities for each balance sheet presented are translated at the closing rate at the date of the balance sheet;

(i) Income and expenses for each income statement are translated at average exchange rates (unless this average is not a
reasonable approximation of the cumulative effect of the rates prevailing on the transaction dates, in which case income and
expenses are franslated at the rate on the dates of the transactions); and

fiiit Al resulting exchange differences are recognised in the other comprehensive income.

On consolidation, any exchange differences arising from the translation of net investments in foreign operations and loans and other
instruments in foreign currency and designated as hedges of such investments are taken to equity. When realised, or when the
investment ceases to be classified as a net investment in a foreign operation, these differences are recognised in the income statement as
part of the gain or loss on the sale.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets and liabilities of the foreign entity
and translated at the closing rate.

The Group has had defined net investment hedges during 2017 and 2016 (Note 3.2).

2.5  Property, plant and equipment

ltems of property, plant and equipment are recognised at cost less accumulated depreciation and any accumulated impaimment losses,
except for land, which is presented net of impairment losses,

Historic cost includes expenditure that is directly attributable to the acquisition of the items. Cost may also include transfers from equity
of any gains/losses on qualifying cash flow hedges of foreign cumency purchases of property, plant and equipment transferred from
equity.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset only when it is probable that the future
economic benefits associated with the item will flow to the Group and the cost of the asset can be measured reliably. The carrying
amount of the replaced part is derecognised. All other repairs and maintenance are charged to the income statement during the
financial period in which they are incurred.

Land is not depreciated. Depreciation of other assets is calculated using the straight-line method to allocate their cost or revalued

amounts to their residual values over their estimated useful fives, as follows:
Estimated useful [ives:

Buildings 10-50
Vehicles 3-15
Furniture, fittings and equipment 3-15
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The depreciation policy historically applied by the CIE Automotive Group to productive assets (plant, machinery and tools) is to
systematically apply depreciation based on the useful lives of the assets concemed., Specifically in the automotive segment, these useful
fives are estimated in accordance with the actual production levels attained by the assets (i.e. in accordance with the units of production
method based on the understanding that this best reflects the expected pattem of consumption of the future economic benefits
embodied by the assets} and their residual value, as well as a maximum useful fife for each asset.

By using the units of production method, annual depreciation charges adapt to significant changes in production levels. Production
levels are considered lower than nomal when the components produced are lower than a number set by the Technical Management at
each CIE Automotive Group company. In cases where production levels vary significantly, the Group companies depreciate each asset
based on the number of components produced, while taking into consideration their maximum useful lives, Regardless of the number
of years of useful life of each asset based on normal production circumstances, in the event of significant declines in production levels
there is a maximum useful life that each of the assets cannot exceed, due to both physical wear and tear and the passage of time.

The useful lives and depreciation rates for assets under normal production circumstances are as follows:

Useful life (%) Annual rate %

Machinery 10 - 20 years 5-10%
Plant 10- 20 years 5-10%
Toolling 3-6.7 years 15% - 33.33%
*} Years of useful life in accordance with esdmated normalised units of production.

The residual value and useful lives of the assets are reviewed, and adjusted if appropriate, at the end of each reporting period.

An asset's carrying amount is written down immediately to its recoverable amount if the asset’s camying amount is greater than its
estimated recoverable amount (Note 2.8).

Gains and losses on the sale of items of property, plant and equipment are determined by comparing the proceeds with the carrying
amount and are recognised within “Other income” (Note 26 and 33).

26 Borrowing costs

General and specific borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to get ready for their intended use or sale, are added to the cost of those assets,
unti! such time as the assets are substantially ready for their intended use. All other borrowing costs are recognised in profit or oss.

2.7  Intangible assets
a) Goodwill

Goodwill represents the excess of acquisition cost over the Group’s interest in the acquisition-date fair value of the net identifiable
assets, liabilities and contingent liabilities of the subsidiary acquired. Goodwill arising on acquisitions of subsidiaries is included in
intangible assets. Goodwill is tested annually for impairment and is carried at cost less cumulative impairment [osses; goodwill
impatrment cannot be reversed in the future. Gains and fosses on the sale of an entity include the carrying amount of goodwill allocated
to the entity sold.

For the purpose of impairment testing, goodwill acquired in a business combination is allocated to each of the cash-generating units
(CGUs), or groups of CGUs, that is expected to benefit from the synergies of the combination. Each unit or group of units fo which the
goodwill is aflocated represents the lowest level within the entity at which the goodwil} is monitored for intemal management purposes.
Goodwill is monitored at the operating segment level (Note 2.8).

Goodwill impairment reviews are undertaken annually or more frequently if events or changes in circumstances indicate a potential
impairment. The carrying amount of generating unit containing goodwill is compared to the recoverable amount, which is the higher of
value in use and the fair value less costs to sell. Any impairment is recognised immediately as an expense and is not subsequently
reversed.
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b) Research and development expenses

Research expenditure is recognised as an expense as incurred. The costs incurred in development projects (associated with the design
and testing of new products or product upgrades) are recognised as an intangible asset when the success of the development is deemed
probable taking into account its technical and commercial feasibility, management intends to complete the project and has the
technical and financial resources to do so, has the ability to use or sell the asset and generate potential economic benefits and the costs
involved may be reliably estimated. Other development expenditures are recognised as an expense as incumed. Development costs
previously recognised as an expense are not recognised as an asset in a subsequent period. Development costs with a finite useful life
that have been capitalised are amortised from the start of commercial production of the product on a straight-line basis over the period
in which it is expected to generate economic benefits, which does not exceed five years.

Any intangible assets so recognised are subject to impairment testing under IAS 36.
] Trademarks and licences

Tradernarks and licences acquired from third parties are presented at cost. Those acquired through business combinations are
recognised at fair value at the acquisition date. Trademarks and licences have a finite useful life; except for the trade mark acquired in
the cument year’s business combination of The Phone House (Note 35), which has been concluded as an indefinite useful life; and are
recorded at cost less accumulated amortisation. Amortisation is calculated using the straightline method to allocate the cost of
tradernarks and licences over their estimated useful lives.

d) Computer software
Acquired computer software licenses are capitalised on the basis of the costs incurred to acquire and bring to use the specific software.

Costs associated with developing or maintaining computer software programs are recognised as an expense when incurred. Costs that
are directly associated with the production of identifiable and unigue software products controlled by the Group, and that are deemed
likely to generate economic benefits in excess of costs beyond one year, are recognised as intangible assets. Directly attributable costs
include software developer costs and an appropriate portion of relevant overheads.

Computer programs acquired from third parties or developed in-house that are capitalised are amortised over their estimated useful
lives, which do not exceed 5 years and the period after which begin to be amortized once activated, is not greater than 7 year.

2.8  Impairment of nonfinancial assets

Assets that have an indefinite useful life are not subject to amortisation and are tested annually for impaimment. Assets that are subject to
amortisation are reviewed for impairment whenever events or changes in circumstances indicate that the canying amount may not be
recoverable. An impairment loss is recognised for the amount by which the asset's carrying amount exceeds its recoverable amount.
The recoverable amount is the higher of an asset’s fair value less costs to sell and value in use. For the purposes of assessing impairment,
assets are grouped at the lowest levels for which there are separately identifiable cash flows (cash-generating units).

Norfinancial assets other than goodwill that have suffered impairment are reviewed for possible reversal of the impairment at each
reporting date.

2.9  Non<cument assets (disposal groups} held for sale

The Group classifies a non-current asset (or disposal group) as held for sale when their carrying amount is to be recovered principally
through a sale transaction and a sale is considered highly probable. Non-current assets (or disposal groups) classified as held-for-sale are
measured at the lower of their carrying amount and fair value less costs to sell, if the carrying amount will be recovered primarily
through the sale rather than through continuing use.

2.10  Financial assets
2.10.1 Classification

The Group classifies its financiaf assets into the following categories: fair value through profit or loss, loans and receivables, investments
held to maturity and available for sale. The classification depends on the purpose for which the financial assets were acquired.
Management determines the classification of investments at the time of initial recognition.
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a) Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are financial assets held for trading. A financial asset is classified in this category if it
was acquired principally for the purpose of selling it in the short term. Derivatives are also categorised as held for trading unless they are
designated as hedges. Assets in this category are classified as current assets if expected to be settled within 12 months, otherwise they
are classified as non-current.

b) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market.
They arise when the Group provides money, goods or services directly to a debtor with no intention of trading the receivable. They are
included in current assets, except for amounts maturing more than 12 months after the end of the reporting period, which are classified
as non-current assets. Loans and receivables are included in trade and other receivables in the balance sheet (Note 10).

c) Heid+to-maturity financial assets

Held-to-maturity financial assefs are non-derivative financial assets with fixed or determinable payments and fixed maturities which
Group management has the positive intention and ability to hold to maturity. if the Group disposes of a significant amount of the held-
to-maturity assets, the entire category is reclassified as available-for-sale. Financial assets held to maturity are included under non-current
assets, except for those that mature within 12 months of the reporting date.

d) Availablefor-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated in this category or not classified in any of the other
categories. They are included in non-current assets unless management intends to dispose of the investment within 12 months of the
balance sheet date.

2.10.2 Recognition and measurement

Regular purchases and sales of financial assets are recognised on the trade-date, i.e. the date on which the Group cormnmits to purchase
or sell the asset. Investments are initially recognised at fair value plus transaction costs for all financial assets not carried at fair value
through profit or loss. Financial assets carried at fair value through profit or loss are initially recognised at fair value and transaction costs
are expensed in the income statement. Financial assets are derecognised when the rights to receive cash fiows from the investments
have expired or have been transferred and the Group has transferred substantially all risks and rewards of ownership. Available-forsale
financial assets and financial assets at fair value through profit or loss are subsequently carried at fair value. Loans and receivables and
held-to-maturity financial assets are carried at amortised cost using the effective interest rate method.

Gains or losses arising from changes in the fair value of the financial assets at fair value through profit or loss are presented in the
income statement within ‘Net gains/losses on financial instruments at fair value’ in the period in which they arise. Dividend income
from financial assets at fair value through profit or loss is recognised in the income statement as part of other income when the Group's
right to receive payments is set.

Changes in the fair value of monetary securities denominated in foreign currency classified as available for sale are analysed between
differences resulting from changes in the amortised cost of the security and other changes in the camrying amount of the security.
Translation differences on monetary securities are recognised in the income statement. Changes in the fair value of monetary and non-
monetary securities classified as available for sale are recognised in equity.

Unrealised gains and losses resulting from changes in the fair value of non-monetary instruments classified as avaifable for sale are
recognised in other comprehensive income.

When securities classified as available for sale are sold or impaired, the accumulated fair value adjustments recognised in equity are
included in the income statement as gains and losses from investment securities.

The fair value of quoted investments are based on current bid prices. If the market for a financial asset is not active (and for unlisted
securities), the Group establishes fair value using measurement technigues which include the use of recent arm’s length transactions
between knowledgeable, willing parties, benchmarking of other instruments that are substantially the same, discounted cash flow
analysis and option pricing models, making maximum use of market inputs and relying as little as possible on entity-specific inputs.
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2,10.3 Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the balance sheet when there is a legally enforceable right to
offset the recognised amounts and there is an intention 1o settle on a net basis or realise the asset and settle the liability simultaneously.

2.10.4 Impairment of financial assets

The Group assesses at the end of each reporting period whether there is objective evidence that a financial asset or group of financial
assels is impaired,

A financial asset or a group of financial assets is impaired and impairment losses are incurred if there is objective evidence of
impaimment as a result of one or more events that occurred after the initial recognition of the asset (a ‘loss event’) and that loss evert (or
events) has an impact on the estirmated future cash flows of the financial asset or group of financial assets that can be reliably estimated.

Evidence of impairment may include indications that the debtor or a group of debtors is experiencing significant financial difficulty,
default or delinquency in interest or principal payments, the probability that they will enter bankruptcy or other financial reorganisation,
and where observable data indicate that there is a measurable decrease in the estimated future cash flows, such as changes in payment
terms or economic conditions that correlate with defaults.

In the loans and receivables category, the amount of the loss is measured as the difference between the asset's carrying amount and the
present value of estimated future cash flows (exdluding future credit fosses that have not been incurred) discounted at the financial
asset's original effective interest rate. The carrying amount of the asset is reduced and the amount of the loss is recognised in the
consolidated income statement. If a loan or held-to-maturity investment has a variable interest rate, the discount rate for measuring any
impainment loss s the current effective interest rate determined under the contract. As a practical expedient, the Group may measure
impairment on the basis of an instrument’s fair value using an chservable market price.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an event
occurring after the impairment was recognised (such as an impravement in the debtor’s credit rating), the reversal of the previously
recognised impairment foss is recognised in the consolidated income statement.

In the case of equity investments classified as available for sale, a significant or prolonged decline in the fair value of the security below
its cost is also evidence that the assets are impaired. If any such evidence exists for availablefor-sale financial assets, the cumulative loss
- measured as the difference between the acquisition cost and the current fair value, less any impairment loss on that financial asset
previously recognised in profit or loss — is removed from equity and recognised in profit or loss. Impairment losses recognised in the
income statement on equity instruments are not reversed through the income statement,

impairment testing of receivables is described in Note 2.13.
211 Derivative financial instruments and hedging activities
Derivatives are initially recognised at fair value on the date a derivative contract is enterad into and are subsequently re-measured to fair

value. The method of recognising the resulting gain or loss depends on whether the derivative is designated as a hedging instrument,
and if so, the nature of the item being hedged. The Group designates certain derivatives as either:

a) Hedges of the fair value of recognised liabilities ffair value hedge};

b) Hedges of a particular risk associated with a recognised assetliability or a highly probable forecast transaction {cash flow
hedge); or

9} Hedges of & net investment in a foreign operation (net investment hedge).

The Group documents at the inception of the transaction the relationship between hedging instruments and hedged items, as well as its

risk management objectives and strategy for undertaking various hedging transactions. The Group also documents its assessment, both

at hedge inception and on an ongoing basis, of whether the derivatives that are used in hedging transactions are highly effective in
offsetting changes in fair values or cash flows of hedged items.

The fair values of various derivative instruments used for hedging purposes are disclosed in Note 8. Movements on the hedging reserve
in equity are shown in Note 15. The full fair value of a hedging derivative is dassified as a non-current asset or liability when the
remaining maturity of the hedged item is more than 12 months, and as a current asset or liability when the residual maturity of the
hedged item is less than 12 months. Trading derivatives are classified as a current asset or liabi lity.
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a) Fair value hedges

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are recorded in the income statement,
together with any changes in the fair value of the hedged asset or liability that are attributable to the hedged risk. The Group only
applies fair value hedge accounting for hedging fixed interest risk on borrowings. The gain or loss relating to the effective portion of
interest rate swaps hedging fixed-rate borrowings is recognised in the income statement within ‘finance income/costs’. The gain or loss
relating to the ineffective portion is recognised in the income statement within ‘Gainsflosses on financial instruments at fair value’,
Changes in the fair value of hedged fixed-rate borrowings attributable to interest rate risk are recognised in the income statement within
“finance income/costs”.

If a hedge ceases to meet the criteria for hedge accounting, the adjustment to the carrying amount of a hedged item for which the
effective interest method is used is amortised to profit or loss over the period to maturity.

b) Cash flow hedges

The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow hedges is recognised in
equity. The gain or loss relating to the ineffective portion is recognised immediately in the income statement within ‘Gains/losses on
financial instruments at fair value’,

Amounts accumulated in equity are reclassified to profit or loss in the periods when the hedged item affects profit or loss (for example,
when the forecast sale that is hedged takes place). The gain or loss relating to the effective portion of interest rate swaps hedging floating-
rate borrowings is recognised in the income statement within finance income/cost. The gain or loss on the effective portion of foreign
currency forward contracts which hedge export sales is recognised in the income statement within “revenue”. However, when the
forecast transaction that is hedged results in the recogpition of a non-financial asset (for example, inventory or fixed assets), the gains and
losses previously deferred in equity are transferred from equity and included in the initial measurement of the cost of the asset or
liability. The deferred amounts are ultimately recognised in cost of goods sold in the case of inventories or in depreciation in the case of
property, plant and equipment.

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for hedge accounti ng, any cumulative gain
or loss existing in equity at that ime remains in equity and is recognised when the forecast transaction is ultimately recognised in the
income staternent. When a forecast transaction is no longer expected to occur, the cumulative gain or loss that was reported in equity is
immediately transferred to the income staternent.

o Net investment hedges

Hedges of net investments in foreign operations are accounted for similarly to cash flow hedges. Any gain or loss on the hedging
instrument relating to the effective portion of the hedge is recognised in other comprehensive income. The gain or loss relating to the
ineffective portion is recognised immediately in the income staternent in the heading corresponding to the hedged undlerlying.

Gains and losses accumulated in equity are included in the income statement when the foreign operation is sold.
d) Derivatives that do not qualify for hedge accounting

Certain derivatives do not qualify for hedge accounting and are recognised at fair value through profit or loss. Changes in the fair value
of any derivative instrument that does not qualify for hedge accounting are recognised immediately in the income statement.

2,12 Inventories
Inventories are measured at the lower of cost and net realisable value. Cost is basically determined as follows:
a) Automotive segment

- Commercial: at acquisition cost, including certain direct costs incurred on the purchase.

- Raw materials and other suppiies: at the acquisition price calculated by the methods of average price/FIFO. This acquisition
price includes the purchase invoices as well as additional costs until their availability in the storehouse.

- Finished products and in process of manufacture: to pre-established costs, which do not present significant diversions with
regard to the royal incurred costs. These costs include the raw materials, labour cost of direct work and direct and indirect
expenses of manufacture (based on an operative normal capacity), but it does not include costs for interests,
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Obsolete or slow-moving iterms are written down to their realisable value.
Net realisable value is the estimated selling price in the ordinary course of business, less applicable variable selling expenses.
b Solutions & Services (Smart Innovation)

The inventories are measured at acquisition/production cost or their net realisable value, the smaller. The cost of production includes
the direct and indirect cost of production.

When the net realisabfe value of inventories is less than cost, the comesponding impairment charges are recognised as an expense in the
income statement. f the circumstances that caused the impairment cease to exist, it is reversed and the reversal is recognised as income
in the income statement.

The net realisable value is the estimated selling price in the ordinary course of business, less estimated selling expenses,

213 Trade receivables

Trade receivables are amounts due from customers for merchandise sold or services performed in the ordinary course of business. If
collection is expected in one year or less, they are classified as current assets.

Trade receivables are recognised initiafly at fair value and subsequently measured at amortised cost using the original effective interest
method, less provision for impaimment. A provision for impairment of trade receivables is recognised when there is objective evidence
that the Group will not be able to collect all amounts due under the original terms of the receivables. Indications of impaiment are
deemed to exist when the debtor is in serious financial difficulty, it is probable that the borrower will enter bankruptcy or other financial
reorganisation, and in the event of payment default or delinquency. The amount of the provision is the difference between the asset's
carrying amount and the present value of estimated future cash flows, discounted at the effective interest rate. The carrying amount of
the asset is reduced as the provision is used and the loss is recognised in the income statement. When a receivable is deemed
uncollectible it is written off against the provision for receivables. Any subsequent recavery of previously written-off amounts is
recoghised in the income statement.

Financing through the discounting of bills of exchange is not written off from trade receivables until they are collected and is reflected as
bank financing.

Financing by means of non-recourse factoring or the sale of trade receivables triggers the derecognition of the receivable as all
associated risks are transferred to the financial institution in question.

2.14 Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short-term highly liquid investments with
original maturities of three months o less and bank overdrafts. In the balance sheet, bank overdrafts are shown within borrowings in
current liabilities.

2,15  Share capital

Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new shares or options are shown in equity as a deduction, net of tax, from the
proceeds.

When a Group company acquires shares of the parent company (treasury shares), the amount paid, including any directly attributable
incremental cost (net of income tax) is deducted from equity attributable to the parent’s equity owners until the shares are cancelled,
reissued or sold. When these shares are subsequently sold or reissued, any consideration received, net of any directly attributable
incremental transaction costs and the related income tax effects, is included in equity attributable to the parent's equity owners.

216 Govemment grants

Grants from the government are recognised at their fair value where there is a reasonable assurance that the grant will be received and
the Group will comply with all attached conditions.

Govemment grants relating to costs are deferred and recognised in the income statement over the period necessary to match them with
the costs that they are intended to compensate.
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Govemment grants relating to property, plant and equipment are included in deferred income as defarred govemment grants and are
credited to the income statement on a straight-line basis over the expected lives of the related assets. Tax credits in respect of R&D
investment, deemed equivalent to grants under IAS 20, are recognised as operating grants in the income statement to the extent they
relate to R&D expenditure that has not been capitalised (Note 2.19.b).

The gain on a loan granted by a Government Body at below market interest rates is measured as the difference between the
instrument’s carrying amount in accordance with IAS 39, ‘Financial instruments: Recognition and measurernent’, and the amount
received; a grant is recognised in the amount of this difference and is recorded in the income statement or in liabilities as a deferred
govemnment grant depending on whether the loan finances current expenses or investments in property, plant and equipment.

2,17 Trade payables

Trade payables are obiigations to pay for goods or services that have been acquired in the ordinary course of business from suppliers.
Accounts payable are classified as current liabilities if payment is due within one year or less.

Trade payables are recognised initially at fair value and subsequently measured at amortised cost using the effective interest method.
2.18 Bomowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently carried at amortised cost;
any difference between the proceeds (net of transaction costs) and the redemption vaiue is recognised in the income statement over the
period of the borrowings using the effective interest method.

Borrowings are classified as current liailities unless the Group has an unconditional right to defer their setflernent for at least 12 months
after the end of the reporting period.

Fees paid on the establishment of loan facilities are recognised as transaction costs of the loan to the extent that it is probable that some
or all of the facilities will be drawn down. In this case, the fee is deferred until the draw-down occurs. To the extent there is no evidence
that it is probable that some or ali of the facility will be drawn down, the fee is capitalised as a pre-payment for liquidity services and
amortised over the period of the facility to which it relates.

2.19 Current and deferred income tax
a) Comorate Income tax

Corporate income tax expense for the year comprises current and deferred tax and is caiculated on the basis of profit before tax,
adjusted for any permanent and/or temporary differences envisaged in the tax laws enacted or substantively enacted at the balance
sheet date regarding the calculation of taxable income in the countries where the company and its subsidiaries operate. Tax is
recognised in the income statement, except to the extent that it relates to ifems recognised in other comprehensive income or di rectly in
equity. In this case, the tax is also recognised in other comprehensive income or directly in equity, respactively.

Management periodically evaluates positions taken in tax returns with respect to situations in which applicable tax regulation is subject
to interpretation. It establishes provisions where appropriate on the basis of amounts expected to be paid to the tax authorities.

Tax credits and deductions and the tax effect of appiying unused tax losses that have not been capitalised are treated as a reduction in
income tax expense for the year in which they are applied or offset.
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The parent Company is taxed under the tax consolidation system in the regional teritory of Bizkaia together with the subsidiaries listed
below:

CIE Berriz, 5.L. (absorbing company of the merger taken place in 2017 with Grupo Amaya Tellerfa, 5.L.U. and GAT Staff, S.L.U.)
Autokomp Ingenietfa, S.A.U.

CIE Mecauto, S.A.U.

CIE Udalbide, S.A.U.

Egafia 2, S.L.

Gameko Fabricacion de Componentes, 5.A.
Inyectametal, S.A.

Leaz Valorizacién, S.L.U.

Orbelan Plasticos, S.A.

Transformaciones Metalrgicas Norma, S.A.

Alurecy, S.A.U. (absorbing company of the merger taken place in 2017 with Ala Deco, S.L.U.)
Componentes de Automocién Recytec, S.L.U.

Nova Recyd, S.A.L.

Recyde, S.A.U.

Alcasting Legutiano, S.L.U.

Bionor Berantevilla, S.L.LJ.

Industrias Amaya Tellerfa, S.A.U.

Gestidn de Aceites Vegetales, S.L.

Reciclado de Residuos Grasos, S.L.U.

Reciclados Ecoldgicos de Residuos, S.L.U.

Biodiesel Mediterraneo, S.L.U.

Participaciones Intemacionales Autometal Dos, S.L.L.
PIA Forging Products, S.L.U.

In addition, the following companies tax under the regulation of Spanish Territory Regime:

Grupo Componentes Vilanova, S.L. (representative of the Tax Group).
Biosur Transformacién, S.LU.,

Advanced Comfort Systerns Ibérica, S.L.U.

Mecanizaciones del Sur - Mecasur, S.A.

Denat 2007, S.L.L).

Furthermore, by effect on 1 January 2015, it was obtained the consideration of group of companies by the tributary pertinent
administration, being the dominant one: Global Dominion Access, 5.A. and the other companies:

E.C.I. Telecom Ibérica, S.A.
Dominion Instalaciones y Montajes, S.A.U.

Dominion Investigacién y Desarrollo, S.L.L.

Beroa Thermal Energy, S.L.

Beroa |béria, S.A.

Global Near, S.L.

Dominion Digital, S.L.U. (merged with Ampliffica, S.L.L., Wiseconversi6n, S.L. y Tapquo, S.L. in 2017 and incorporated to the
tax group).

Dominion West Africa, S.L.

Dominion Energy, S.L.U. (incorporated in 2017)

Interbox Technology, S.L. (incorporated in 2017)
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Furthermore, also by effect on 1 January 2015, it was constituted the fiscal group, being the dominant one: Bilcan Global Services, S.L.
and the rest in 2017:

- Dominion Centro de Control, S.L.U.

- Dominion Networks, S.L.U.

- Sur Conexién, S.L.

- Tiendas Conexién, S.L.U.

- Eurologistica Directa Mdwil 21, S.L.U.

- Dominion Industry & Infrastructures, S.L.

Ouitside Spain it exists the following fiscal groups:

- In Germany: led by the company Mahindra Forgings Europe AG and in which also participate the followings: Gesenkschmiede
Schneider GmbH, Jeco Jellinghaus GmbH and Falkenroth Umformtechnik GmbH.
In Germany: led by the company Beroa Technology Group GmbH and in which also participate the followings: Beroa
Deutschland GrbH, Burwitz Montageservice GmbH and Karrena Betonanlagen und Fahmischer GmbH (without activity).
In the United States: led by the company CIE Automative USA Inc and in which also participate Century Plastics LLC, Newcor,
inc, Owosso Realty, LLC, Corunna Realty, Comp, Clifford Realty Corp, Machine, Tool and Gear, Inc, Rochester Gear, Inc and CIE
Automotive USA Investments.

= In United States: led by the subsidiary company Beroa Corporation LLC and in which also participate Kaena International
Chimneys LLC(merged in 2017 with its parent company Karrena Intemnational, LLC), Commonwealth Dynamics Inc,
Commonwealth Constructors Inc, intemational Chimney Corporation and Capital International Steel Works, Inc.

The other CIE Autornotive Group companies file individual returns.

b} Deferred tax

Deferred income tax is recognised, using the liability method, on temporary differences arising between the tax bases of assets and
liabilities and their cartying amounts in the consolidated financial statements. However, deferred income tax is not accounted for if it
arises from initial recognition of an asset or liability in a transaction other than a business combination that at the time of the transaction
affects either accounting nor taxable profit or loss. Deferred income tax is determined using tax rates {and laws) that have been enacted
or substantively enacted by the balance sheet date and are expected to apply when the related deferred income tax asset is realised or
the deferred income tax liability is settled. Deferred income tax is provided on temporary differences arising on investments in
subsidiaries, associates and joint ventures, except when the Group can control the timing of the reversal of the temporary difference and
it is probable that the temporary difference will not reverse in the foreseeable future.

Deferred tax assets deriving from the carryforward of unused tax credits and unused tax losses are recognised to the extent that it is
probable that future taxable profit will be available against which the tax assets can be utilised. In the case of tax allowances in respect
of investments, the tax credit is accrued as a decrease in expense over the period during which the items of property, plant and
equipment that generated the tax credit are depreciated (Note 2.5); this right is recognised with a credit to deferred income (Note 19).
Tax deductions in respect of R&D investment are classified, depending on the nature of the subsidy, upon recognition as operating
grants so long as the R&D costs have not been capitalised (Note 2.16).

Deferred tax assets corresponding to utilised or recognised tax credits relating to R&D activities are recognised in profit or loss on a
systematic basis over the periods during which the Group companies expense the costs associated with these activities, based on
rnanagement’s assessment that treatment as a grant best reflects the economic substance of the tax credit. Accordingly, in keeping with
[AS 20, the Group treats the tax credit recognised or used as other operating income.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset the amounts recognised under
these headings and when the deferred income taxes assets and liabilities relate to income taxes levied by the same taxation authority on
either the same taxable entity or different taxable entities where there is an intention to settle the balances on a net basis.

2.20 Employee benefits

a) Pension obligations

The Group's plans are funded through payments to insurance companies or externally-administered funds, determined by periodic
actuarial calculations. The Group has defined benefit plans and defined contribution of nonsignificant amounts. A defined benefit plan

defines the amount of benefits that an employee will receive, normally on the basis of one or more factors such as age, years of service
and compensation.
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A defined benefit plan is a plan under which the Group pays fixed contributions to a fund and is required to pay additional
contributions if the fund does not have sufficient assets to pay all employees the benefits related to the services provided in the current
year and prior years,

The liability recognised in the balance sheet in connection with defined benefit plans is the present value of defined benefit
commitments at the reporting date less the fair value of plan assets. The defined benefit obligation is calculated annually by
independent actuaries using the projected unit credit method. The present value of the obligation is calculated by discounting the
estimated future cash outflows using the interest rates of high quality comorate bonds denominated in the currency in which the
benefits will be paid and that have terms to maturity approximating the terms of the related obligation.

Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions are charged or credited to equity
(in other comprehensive income) in the period in which they arise in the case of postemployment benefits and in the income statement
in the case of longterm employee benefits.

Linder IAS 19 Revised, past-service costs are recognised immediately in the income statement.

b) Termination benefits

Termination benefits are paid to employees as a result of the Company’s decision to terminate employment contracts before the
retirement age or when employees voluntarily agree to resign in retumn for benefits offered by the Company. The Group recognises
termination benefits when it is demonstrably committed to either terminating the employment of current employees according to a
detailed formal plan without possibility of withdrawal or as a result of an offer of termination benefits made to encourage voluntary
redundancy. Benefits falling due more than twelve months after the end of the reporting period are discounted to their present value.

c Profit-sharing and bonus plans
The Group recognizes a liability and an expense for bonuses based on a formula that takes into consideration the profit attributable to

the parent Company’s shareholders after certain adjustments. The Group recognizes a provision when contractually obliged or when
there is a past practice that has created a constructive obligation.

221 Share-based payments

At 31 December 2017 CIE Automotive Group maintains several sharebased payment plans settled in equity instruments of the
following subsidiaries: Mahindra CIE Automotive, Ltd, listed on the Indian stock market (Appendix).

Under these plans, the CIE Automotive Group receives services from the plan beneficiaries in exchange for equity instruments (options)
in the aforementioned subsidiaries.

The fair value of the employee services received in exchange for the grant of such shares/options is recognised as employee benefit
expense. The total amount to be expensed is determined by reference to the fair value of the options granted;

*  Including any market performance conditions.
*  Excluding the impact of any service vesting conditions (for example, remairing an employee of the entity over a specified
time period).
Non-market performance and service conditions are included in the assumptions about the number of options that are expected to vest,
The total expense is recognised over the vesting period, which is the period during which all the specified vesting conditions are to be
satisfied,

At the end of each reporting period, the Group revises its estimates of the number of options that are expected to vest based on the non-
market vesting conditions. It recognises the impact of the revision of original estimates, if any, in the income staterment, with a
corresponding adjustment to equity.

The total cost of the services rendered by the beneficiaries is recognised over the vesting period, which is the period over which all of
the specified vesting conditions are to be satisfied (continued service at the company).

The balancing entry for the staff cost recognised is dividend income from the subsidiaries whose shares underlie the options granted and
are deliverable at the end of the term of the plan. Delivery of the aforementioned equity instrument gives arise to the corresponding
change against the Group *s equity.
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Likewise, the General Meeting of shareholders, held on 30 April 2014, approved a long term incentive based on the increase of CIE
Automotive S.A. share value, on behalf of a group of senior executives of the Group. The liquidation of this incentive, which due to
Group decision will be in cash, will be held in March 2018 (Note 36).

The total estimated cost of this incentive is recognised as personnel costs and independent professional’s services in the period when
the conditions must be fulfilled.

2.22 Provisions
Provisions for specific liabilities and charges are recognised when:

@i The Group has a present legal or constructive obligation as a result of past events;
{ii) It is probable that an outflow of resources will be required to settle the obligation; and
(it} The amount has been reliably estimated,

Restructuring provisions include employee termination payments. Provisions are not recognised for future operating losses.

When there are a number of similar obligations, the likelihood that an outflow will be required in setflement is determined by
considering the class of obligations as a whole. A provision is recognised even if the probability of an outflow with respect to any one
itemn included in the same class of obligations may be small.

Provisions are measured at the present value of the expenditures expected to be required to settle the obligation using a pre-tax rate that
reflects curment market assessments of the time value of money and the risks specific to the obligation. The increase in the provision due
to the passage of time is recognised as interest expense.

2.23  Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable on the sale of goods and services in the ordinary
course of the Group’s business activities, stated net of discounts, retums and value added taxes and after the elimination of intragroup
sales. The Group recognises revenue when the amourt of revenue can be reliably measured; when it is probable that future economic
benefits will flow to the entity; and when specific criteria have been met for each of the Group's activities. Revenue is recognised as
follows:

a) Sales of goods

Sales of goods are recognised when a Group company has delivered the products to the custamer, the customer has accepted the
products and it is probable that the future economic benefits will flow to the seller Accumulated experience is used to estimate and
provide for retumns at the time of sale.

b} Rendered services

The Group selis telecommunication system integration services and network and autornation related IT consultancy services, carrying
out all phases of the project, including engineering, supply, installation and start-up, for public and private enterprises. These services
are rendered in accordance with a specific date and materials, or a fixed price contract.

Revenue from specific date and materials contracts, which normally relate to the rendering of telecommunication system integration
services, are recognised at the rates stipulated in the contract as the related man hours are worked and direct expenses incurred.

Revenues deriving from fixed-price contracts relating to both engineering maintenance work and netwark installations and industrial
maintenance are recognised using the percentage of completion method. According to the percentage of completion method, the
revenues are recognised depending on the services performed or the percentage of completion of contracts in relation to the total
services or work contracts to develop. Normally, in the smallerscale works the billing milestones are coupled with the margins
estimated in each moment. This kind of contracts have a shortterm duration and normally, the estimated percentage of completion
does not exceed one month and a half of the billing at financial year-end for the technology services and more than one month for the
industrial services.

Largest works or EPC's involve a higher percentage of estimation depending on the situation of the project at the end of each year, for
which the related revenue or costs incurred to date is recorded over the estimated margin draft. Nomally, the time horizon for
estimating the share of income through the progress of these projects will not exceed three months bifling year end.
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Expected [osses on these contracts are recognised immediately as an expense of the year as soon as they are known and can be
quantified.

If unfolding circumstances change the initial estimates of revenue, costs or the percentage of completion, management would proceed
to review these estimates. Revisions may result in increases or decreases in estimated revenue and costs which are recognised in the
income statement in the period in which the circumstances giving rise to the revisions are known by management. In the particular case
of revenue upwards, those are recognised only if the increase has been approved by the customer.

The revenue recognised by the percentage of completion (unbilled revenue) at 31 December 2017 on the net revenue amounts to
€79.3 million, 9.4% of the total revenue from the Solutions and Services segment (Smart Innovation) (2016: €55.7 million, representing
9.1%) {Note 10).

Additionally sorne services encompassed within the CGLI's Commercial Services of Solutions and Services segment {Smart Innovation)
are related to services where this CGU companies act in some cases as principal in the contract with the client, recording all sales and
purchasing transactions, and in others as cornmission agent, recording as income only the amount of the agreed commission on each
transaction, not existing risk for the Group on the inventory in its power and accounts receivable and not having the capacity to set the
prices of sale. The amount not recognised within “revenue” in the consolidated income statement related to contracts where the Group
acts as agent amounts approximately to €257 million (2016: €197 million). The margin obtained in these operation has not been
significant.

When the Group acts as principal in an arrangement, revenue is recognised when it is probable that the profit or economic benefits
assoctated with the transaction will flow to the Group and the amount of revenue and costs incurred or to be incurred can be measured
reliably. Revenue is measured at the fair value of the consideration received or pending of receipt, net of any discounts, price reductions
or similar promotions the Company may grant, as well as, net of the interests arising from the nominal amount of credits. Applicable
indirect taxes on transactions which are reimbursed by third parties are not included.

c) Interest income

Interest income is recognised using the effective interest method. When a receivable is impaired, the Group reduces the canying
amount to its recoverable amount, being the estimated future cash flow discounted at the original effective interest rate of the
instrument, and continues updating the receivable as interest income, Interest income on impaired loans is recognised either as cash is
coliected or on a cost-recovery basis as conditions warrant.

d) Royalty revenue

Revenue from royalties is recognised on an accruals basis in accordance with the substance of the relevant agreements.
e) Dividend income

Dividend income is recognised when the right to receive payment is established.

2.24 legses

Finanice leases

Leases of property, plant and equipment in which the Group retains substantially all the risks and rewards of ownership are classified as
finance leases. Finance leases are capitalised at inception at the fower of the fair vaiue of the leased property and the present value of
the minimum lease payments. Each lease payment is apportioned between the reduction of the outstanding liability and the finance
charge so as to produce a constant rate of interest on the outstanding liabiiity. The corresponding lease obligation, net of finance
charges, is included in long-term payables. The interest element of the finance cost is charged to the income statement over the lease
period so as to produce a constant periodic rate of interest on the remaining balance of the liability for each period. The property, plant
and equipment acquired under finance leases are depreciated over the shorter of the useful life of the asset and the lease term.

Operating [eases

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are classified as operating leases.
Payments made under operating leases {net of any incentives received from the lessor) are charged to the income statement on a
straight-line basis over the period of the lease.
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2.25 Dividend distribution
Dividend distribution to the parent Company’s shareholders is recognised as a liability in the Group's consolidated annual accounts in
the period in which the dividends are approved by the parent Company’s shareholders.

226 Environmental disclosures

Costs incurred by the Group as part of its business activities that are intended to protect the environment and/or improve its
environmental record are expensed currently. These costs are capitalised when the expenses represent additions to items of property,
plant and equipment intended to make them more environmentally-friendly and minimise their impact on the environment.

2.27  Cumrent and non-current balances

Those amounts with longer maturity to 12 months from the closing date of the period are considered as non-current balances, assets
and liabilitfes,

3, Financial risk management
3.1 Financial risk factors

The Group’s activities expose it to a variety of financial risks: market risk (i ncluding currency risk, cash flow interest rate risk and price
risk}, credit risk and liquidity risk. The Group’s overall risk management programme focuses on the unpredictability of financial markets
and seeks to minimise potential adverse effects on the Group's financial performance. The Group uses derivative financial instruments
to hedge certain risk exposures.

In the broadest sense, the goal of the ranagement of finandial risk is to control the incidents generated by fiuctuations in exchange and
interest rates and the price of raw materials. Management of these risk factors, which is the responsibility of the Group’s Finance
Department, focuses on the arrangement of financial instruments in order to build, as far as possible, exposure to favourable trends in
exchange and interest rates, subject to compatibility with the mitigation, in part or in whole, of the adverse effects of an unfavourable
environment.

a) Market risk
1] Foreign exchange risk

CIE Automotive Group’s presence in international markets obliges it to amange an exchange rate risk management policy. The
overriding objective is to reduce the adverse impact on its activities in general and on the income statement in particular of the variation
in exchange rates so that it is possible to hedge against adverse movements and, if appropriate, ieverage favourable trends.

in order to arange such a policy, CIE Automotive Group uses the Management Scope concept. This concept encompasses all
collection / payment flows in a currency other than the euro expected to materialise over a specific time period. The Management
Scope includes assets and liabilities denominated in foreign currency and firm or highly probable cormmitments for purchases or sales in
a currency other than the euro. Assets and liabilities denominated in foreign currency are subject to management, irrespective of timing,
while firm commitments for purchases or sales that form part of the Management Scope are also subject to management if they are
expected to be recognised on the balance sheet within a period of no more than 18 months.

Once defined the Management Scope, CIE Automotive Group uses a series of financial instruments for risk management purposes that
in some instances permit a certain degree of flexibility. These instruments are essentially the following:

- Current forwards: These contracts lock in an exchange rate for a specific date; the timing can be adjusted to match expected
cash flows,

Other instruments: Other hedging derivatives may also be used, the arrangement of which requires specific approval by the
relevant management boedy. This body must be informed beforehand as to whether or not it complies with requirements for
consideration as a hedging instrument, therefore qualifying for hedge accounting.

CIE Automotive Group protects against loss of value as a result of movements in the exchange rates other than the euro in which its
investments in foreign operations are denominated by similarly denominating, to the extent possible, its borrowings in the currency of
the countries of these operations if the market is sufficiently deep or in a strong currency such as the dollar, insofar as dollar comrelation
to the local currency is significantly higher than that of the euro. Correlation, estirmated cost and depth of the debt and derivative
markets determine palicy in each country.
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The Group has several investments in foreign operations whose net assets are denominated in US dol lars, exposing it to foreign
exchange transiation risk. The exchange risk on the net assets of CIE Automotive Group’s foreign operations is mainly managed through
natural hedges achieved by borrowings (loans) denominated in the comesponding foreign currency.

The exposure on the rest of the assets denominated in other foreign currencies in respect of operations in countries outside the
Eurozone is mitigated basically by borrowings denominated in these currencies.

f at 31 December 2017, the euro had been depreciated/appreciated by 10% with respect to all other functional currencies other than
euro, all other variables remaining constant, equity would have increased/decreased by €120/€98 million (2016 increased/decreased
by €111/91 million), due to the impact of the net assets contributed by the subsidiaries operating in a functional currency different
from the euro.

if the average rate of exchange of the euro had depreciated/appreciated by 10% in 2017 with respect 10 all functional currencies other
than the euro, all other variables remaining constant, profit after tax for the year would have been €1 3,126/€10,739 thousand higher/
lower, respectively (2016: €8,364/€6,843 thousand higher/lower, mainly as a result of the exchange gainsllosses on the translation of
accounts recejvable denominated in currencies other than the euro.

(i Price risk
The Grroup is exposed to equity securities price risk because of investments that are classified on the consolidated balance sheet either

as available-for-sale or at fair value through profit or loss. However, the scant weight of these securities as a percentage of total Group
assets and equity means that this risk factor is not material.

(i) Interest rate risk

Group’s borrowings are largely benchmarked to variable rates, exposing it to interest rate risk, with a direct impact on the income
statement. The general objective of interest rate risk management strategy is to reduce the adverse impact of increases in interest rates
and to leverage as far as possible the positive impact of potential interest rate cuts.

In order to attain this objective, the risk management strategy materialises in the arrangement of financial instruments designed to
provide such flexibility. The strategy expressly contemplates the possibility of arranging hedges for identifiable and measurable portions
of cash flows, which enables hedge efficiency testing as required to evidence that the hedging instrument reduces the risk of the hedged
item in the portion designated and is not incompatible with the established strategy and objectives.

The Management Scope encompasses the borrowings recognised in the balance sheet of the Group and any of its companies. On
occasion, hedges are arranged to cover loans committed and in the final stages of arangement the principal on which needs to be
hedged against rate increases.

fn order to manage this risk factor, the Group uses financial derivatives that may qualify as hedging instruments and therefore hedge
accounting. The corresponding accounting standard (IAS 39} does not specify the type of derivatives that may be considered hedging
instruments excepl ior options issued or sold. It does, however, specify the prerequisites for consideration as hedging instruments. In
line with the management of foreign exchange risk, the arrangement of any financial derivative which is suspected not to comply with
the prerequisites for consideration as a hedging instrument requires the express approval of the relevant management body. By way of
example, the basic hedging instruments are the following:

- Interest-rate swaps: Through these derivatives, the Group's segments convert the benchmarked variable interest rate on a loan to
a fixed benchmark with respect to all or part of the loan and affecting all or part of the term of the loan.

- Other instruments: As discussed in the section on foreign exchange risk management, other hedging derivatives may also be
used, the amangement of which requires the specific approvat of the relevant management body. The management body must
be informed beforehand as to whether the instrument meets the prerequisites for qualifying as a hedging instrument and, by
extension, hedge accounting.

If during 2017 the average interest rate on borrowings denominated in euro had been 10 basis points higher/lower, all other variables
remaining constant, profit after tax for the year would have been €754 thousand lower/higher (2016: €830 thousand), largely as a result
of an increase/decrease in the interest expense on floating:rate loans.
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Specifically, in relation to the valuation of the derivatives, a 10 basis point increase/decrease throughout the interest rate curve taken into
consideration when measuring the hedging and non-hedging derivatives would have increased/decreased equity by €1,078/€1,518
thousand, respectively (2016: €1,186/1,455 thousand increase/decrease, respectively) except from the impact on profit for the year.
The impact on profit for the year would have been €10/€14 thousand (2016: €29/€8 thousand).

b) Liquidity risk

The prudent management of liquidity risk entails maintaining enough cash and available financing through sufficient credit facilities. In
this respect, the Group's strategy, articulated by its Treasury Department, is to maintain the necessary financing flexibility by maintaining
sufficient headroom on its undrawn committed borrowing facilities. Additionally, and on the basis of ts liquidity needs, the Group uses
fiquidity facilities (non-recourse factoring and the sale of receivables, transferring the related risks and rewards), which as a matter of

policy do not exceed roughly one-third of trade receivable balances and other receivables, in order to presetve the level of liquidity and
working capital structure required under its business plans.

Management monitors the Group’s forecast liquidity requirements together with the trend in net debt. The calculation of liquidity and
net debt at 31 December 2017 and 2016 as follows:

2017 2016
Cash and cash equivalents (Note 12} 289448 372,550
Other current financial assets (Note 8) 89,444 57,088
Undrawn lines of credit {Note 20) 419,433 268,268
Liquidity buffer 798,325 697,906
Bank borrowings (Note 20) 1,224,889 1,230,983
Other current financial liabilities (Note 8) 8,842 14,898
Cash and cash eguivalents (Note 12) (289,448) (372,550
Other current financial assets (Note 8) {89,444) (57,088)
Net financial debt 854,839 816,243
The evolufion of the Net Financial Debt in 2017 is shown in the following table:
Other cument Other current
Cash and cash financial Bank financial
equivalents assets (Note borrowings  liabilities (Note
{Note 12) 8) {Note 20) 8) Total

Net Financial debf 1st January 2016 261,011 85,702 (1,000,754} (16,078) (670,119)
Cash flow 73,324 (33,850) (143,930) 7,293 {97,163)
Adjustments to the Exchange rate 8,746 (154) (15,691} 1,181) (8,280)
Changes in consolidation scope (Note 35 29469 2,822 (65,324) (121 (33,154)
Other non-monetary movements - 2,568 (5,284 4,811) (7,027)
Net Financial debt 31 de December 2016 372,550 57,088 (1,230,983) {14,898} (816,243}
Cash flow (81,889 22,254 (5,857) 2,578 (62,914}
Adjustments to the Exchange rate (2,755) {1,574) 19,937 335 15,943
Changes in consolidation scope (Note 35; 1,542 - - - 1,542
Other non-monetary movements - 11,676 (7,986, 3,143 6,833
Net Financial debt 31 de December 2017 289,448 89,444 (1,224,889) (8,842) (854,839)

Group s financial department estimates that actions in progress will allow avoiding lack of liquidity situations. In that sense, is
considered that cash generation in 2018 witl allow facing all year recurrent payments without increasing net financial debt.

Group s financial department monitors Group s liquidity needs previsions in order to ensure that there is enough cash to meet
operative needs at the same time that maintains undrawn credit facilities at any time to ensure Group that doestt fail limits and rates
(“covenants”) established by financial entities.
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The Group is strategically diversifying the financial markets and financing sources, it taps as a tool for eliminating liquidity risk and
retaining financing flexibility in light of the situation prevailing in the European financial markets; this strategy has opened up access to
internationalize the banking pool, reducing Spanish and Brazilian banks burden.

Amounts payable to credit institutions in the short term includle recurring loans originating from the recurring discounting of commercial
paper issued by Group customers {2017: €16 million; 2016: €23 million).

Although this component of the bank debt is presented as a current liability for accounting purposes, it is stable as evidenced by the
usual operation of the business, and therefore provides financing that is equivalent to long-term debt.

Noteworthy is the existence at 31 December 2017 of €419 million of undrawn credit lines and loans (31 December 2016: €268
million) (Note 20),

The following table shows a breakdown of working capital in the Group's consolidated balance sheet at 31 December 2017 as
compared with 31 December 2016, stating the relative significance of each item:

2017 2016
Inventories 450,218 355,349
Trade and cther receivables 610,337 477,886
Other current assets 16,007 11,901
Current tax assets 96,616 62,873
Curment operating assets 1,173,178 908,009
Other current financial assets 89,444 57,088
Cash and other cash equivalents 289,448 372,550
CURRENT ASSETS 1,552,070 1,337,647
Trade and other payables 1,218,098 957,004
Cument tax liabilities 111,488 72,154
Current provisions 64,480 21,474
Other current liabilities 165,989 161,828
Cunent operating liabilities 1,560,055 1,212,460
Current financial borrowings 242,642 215,084
Cther cument financial liabilities 8,842 14,898
CURRENT UABILITIES 1,811,539 1,442,442
TOTAL WORKING CAPITAL (259,469 (104,795)

Although the standalone figure for working capital is not a key parameter for the understanding of the financial statements, the Group
actively manages working capital through net operating working capital and short- and fong-term net borrowings, on the basis of the
solidity, quality and stability of relations with customers and suppliers, and comprehensive monitoring of the situation with respect to
financial institutions, many credit lines being automatically renewed.

One of the Group's strategies is to ensure the optimisation and maximum saturation of the resources assigned to the business. The
Group therefore pays special attention to the net operating working capital invested in the business. In this regard, as in previous years,
considerable work has been performed to control and reduce collection periods for trade and other receivables and to optimize the
accounts payable, with the support of bank operational mobilization of resources, as well as to minimise inventories through excellent
logistic and industrial management, allowing JIT (just in time) supplies to our customers.

However, the Group Management effectively controls the periods of payrnent of expenses and the period of performance of the current
assets, conducting a comprehensive monitoring of cash projections, in order to ensure that it has sufficient cash to meet the needs
operational while maintaining adequate availability of credit facilities not used at all times so that the Group does not breach the limits
and indexes ("covenants") established by the funding. Therefore, it is estimated that the cash generation in 2017 will meet the needs
enough to meet the commitments in the short term, avoiding any actions ongoing tense situation in the cash position.

As a consequence of the above, there are no risks affecting the Company's liquidity situation.
In Notes 20 and 22 financial borrowings and other non-current liabilities are disclosed by maturity.
There are no restrictions to the use of cash/other cash equivalents.
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c} Credit risk

Credit risk is managed by customer groups. Credit risk arising from cash and cash equivalents, derivative financial instruments and bank
deposits is considered immaterial in view of the creditworthiness of the banks the Group works with. if management detects liquidity
risk in respect of its banks under certain specific circumstances, it recognises the corresponding impairment provisions if necessary
(Note 8).

In addition, each segment has specific policies for managing customer credit risk; these policies factor in the customers’ financial
position, past experience and other customer specific factors.

With respect to customer cradit limits, it should be noted that Group policy is not to concentrate more than 10% of business volumes
with individual customers or manufacturing platforms.

Given the characteristics of the Group’s customers, management has historically deemed that receivables due within 60 days, in the
autormnotive segment, and between 120 and 180 in the Smart Innovation segment, present no credit risk. The Group continues to
consider the credit quality of these outstanding balances to be strong,

An analysis of the age of assets that are past due but are not impaired is provided in Note 10.
d) Raw material price risk

Tne Group has not a significant risk in raw price variations. In these societies were the risk could exist in market specific situations
(plants of the automotive segments which use raw materials with market price), the risk is controlled thanks to price financing
repercussion agreements to customers.

3.2  Hedge accounting
IAS 39 is very strict about the need for documenting that an instrument meets the conditions to be considered as hedging.

To this end, the Group has established clear and specific guidance for preparing the documentation setting out al! the necessary aspects
for identifying and monitoring hedging relationships under this standard. At the inception of the hedge there is formal designation and
documentation of the hedging relationship, including identification of the hedging instrument, the hedged item or transaction, the
nature of the risk being hedged and how the entity will assess the hedging instrument’s effectiveness. A hedge is expected to be effective
if at the inception of the hedge and in subsequent periods it is expected to achieve offsetting changes in cash flows attributable to the
hedged risk within a range of 80% - 125%.

The treatment and classification of the Group’s hedging transactions are described below:

a) Fair value hedges of a recognised asset or liability or a firm commitment

Changes in the fair value of these derivatives are recognised in the income statement together with any change in the fair values of the
assets or liabilities hedged which 1s attributable to the hedged risk.

b) Cash flow hedges

The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow hedges is recognised in
equity. The gain or loss relating to the ineffective portion is recognised immediately in the income statement.

Amounts accumulated in equity are reclassified to the income statement in the period in which the hedged item affects profit or loss (for
instance, when the forecast sale that is hedged takes place). However, when a hedge of a forecast transaction subsequently results in the
recognition of a non-inancial asset or liability, the gains or [osses previously deferred in equity are removed from equity and included in
the initial cost of the asset or liability.

When a hedging instrument expires or is sold, or when a hedge no longer meets the requirements for hedge accounting, any
cumulative gain or loss that remains recognised in equity remains in equity and is reclassified to profit or loss when the forecast
transaction occurs.

Occasionally, despite the goal of achieving a perfect hedge of flows, mismatches may arise between the characteristics of the hedges
and the debts hedged. Once a mismatch is detected, and provided that this does not entail disproportionate costs, the derivative is fine-
tuned in order to adapt it to the new characteristics of the underlying.
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This circumstance may arise in the case of a hedge arranged in anticipation of a highly probable underlying which, when confirmed,
requires the readjustrent of the derivative to adapt it to the underying to which it is designatad. This situation may arise whether or not
the derivative is designated as a hedge at inception i.e., if the underlying has been defined as a highly probable transaction.

c) Net investment hedges

At 31 December 2016 the Group had investments with net assets exposed to foreign currancy conversion risk, denominated in US
dollars through CIE Beniz, S.L. and borrowings denominated in US dollars formalised by Autormetal, S.A. At December 31, 2017 such
loans have been paid back, as well as the financial instruments associated to them.

d) Derivatives that do not qualify for hedge accounting

Changes in the fair value of any derivative instruments that do not qualify for hedge accounting are recognised immediately in the
income statement.

e} Effectiveness testing and estimate of the fair value of hedging derivatives

Effectiveness testing: The valuation method used by the Group relates to its risk management strategy. I the main terms of the hedging
instrument and hedged underlying match, the changes in cash flows attributable to the hedged risk may be entirely offset.

The Group uses one of three available methods to measure the effectiveress of its hedges. The most common is the offset method
(dollar offset), which is used to measure the effectiveness of cash flow hedges on both a retrospective and prospective basis.

Based on the underlying asset and the type of hedge, the Group also uses the variance reduction method and the linear regression
methods. The only condition is that the method applied to each hedge to measure its effectiveness must be maintained throughout the
life of the hedge.

Measurernent of the hedging derivative: The Group uses several tools to measure and manage derivative-related risk. The measurement
of derivative instruments is carried out internally; these measurements are cross-checked against valuations provided by independent
advisors not related to any financial institution. Professional market tools provided by platforms licensed from Reuters and Bloomberg
and specialised financial analytics libraries are used for this purpose.

3.3 Fair value estimation

IFRS 13, ‘Fair value measurements’ explains how to estimate fair value when other intemational accounting standards so require. This
standard stipulates the fair value disclosure requirements applicable to non-financial assets and liabilities.
IFRS 13 defines fair value as the value that would be received or paid, in an orderly transaction on the measurement date, for an asset or

fiability, regardless of whether this value is directly observable or has been estimated using valuation techniques. To this end the data
used must be consistent with the assumptions that market participants would use in considering such a transaction.

Although IFRS 13 leaves the principles set down in other standards infact, it does establish the overall framework for measuring assets
and liabilities at fair value when doing sa is mandatory under other standards and stipulates additional fair value disclosure
requirements.

The Group complies with [FRS 13 requirements in measuring its assets and liabilities at fair value when such fair value measurement is
required under other international financial reporting standards.

On the basis of the contents of IFRS 13 and in accordance with IFRS 7 on financial instruments measured at fair value, the Group
reports on how it estimates fair value by level using the following fair value hierarchy:
- Quoted prices (unadjusted) in active markets for identical assets and liabilities (Level 1).

- Inputs other than Level 1 quoted prices that are observable for the asset or liability, either directly (for example, as prices} or
indirectly (for example, derived from prices) (Level 2).
- Inputs for the asset or liability that are not based on observable market data (unobservable inputs) (Level 3.
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The following table presents the Group's assets and liabilities that are measured at fair value at 31 December 2017 and 31 December
2016:

31 December 2017

Level 2 Level 3 2017
Assefs
- Derivatives (Note 8} 17,010 B 17,010
Total assets at fair value 17,010 ) 17,010
Liabilities
- Derivatives (Note 8) (8,842) - {8,842}
- Other fair value liabilities - (12,266) (12,266)
Tota! liabilities at fair value (8,842) (12,266) (21,108
31 December 2016

Level 2 Level 3 2016
Assets
- Derivatives (Note 8} 9,242 - 5,774
Total assets at fair value 9,242 - 5,774
Liabilities
- Derivatives (Note 8) {14,898) - (14,898)
- Other fair value liabilities - (37,008) (37,098
Toral liabilities at fair value {14,898) (37,098) (51,996)

There were no transfers between levels during 2017 and 2016.
a) Level 2 financial instruments

The fair value of financial instruments that are not traded in an active market is determined using valuation techniques. The Group uses
a variety of methods such as estimated discounted cash flows and makes assumptions that are based on market conditions existing at
each balance sheet date. If all the significant inputs required to calculate an instrument’s fair value are observable, the instrument is
included in Level 2.

Specific financial instrument valuation techniques include:

® Fair value of interest rate swaps is calculated as the present value of the estimated future cash flows.

. Fair value of forward foreign exchange contracts is determined using forward exchange rates quoted at the balance sheet date.

. It is assumed that the carrying amounts of trade receivables and payables approximate their fair values.

. Fair value of financial liabilities for financial reporting purposes is estimated by discounting future contractual cash flows at the

cument market interest rate available to the Group for similar financial instruments.

The instruments incfuded in Level 2 relate to derivatives {Note 8}.
b) Level 3 financial instruments

If one or more of significant inputs not based on observable market data, the financial instrument is included in Level 3.

The instruments included in Level 3 correspond to the best estimation of the outstanding debt for the acquisition from 2016 of ICC and
the energy assets of Grupo Eléctrico Scorpio. On 31 December 2016, it also included the outstanding debt related to Berca's business
combination in 2014, which has been satisfied in the current period and the payable amount pending from CDI, which has been
updated after a an agreement with the seller in 2017 (Note 22). These liabilities have been registered according to the conditions
specified in the purchase contracts where involved financial parameters (EBITDA and net financial debt) that must be considered in the
future (Note 22).
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The key assumptions for the valuation of these liabilities are based on expected future profits generated by the company (Notes 1 and
22). The assumptions used for these estimates coincide with the detailed in the test of deterioration of funds of trade. Changes in
EBITDA of 5% {maximum estimated upward or downward rate EBITDA could be exposed to}, would imply a variation in the financial
liability to be paid up or down of €0.5 million (2016: €2.5 million).

The Group at 31 December 2017 and 2016 has no agreements to offset financial assets against financial liabilities.
3.4  Capital risk management

The Group’s objectives when managing capital are to safeguard its ability to continue as a going concem in order to provide returns for
shareholders and benefits for other stakeholders and to maintain an optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Group ¢an adjust the amount of dividends payable to shareholders, return capital
1o shareholders, issue new shares or sell assets to reduce debt.

Consistent with others in the industry, the Group monitors capital on the basis of the leverage ratio. This ratio is calculated as net debt
divided by total capita! used. Net debt is calculated as total borrowings plus current financial liabilities less cash, cash equivalents and
curent financial assets, all of which as shown in the consolidated annual accounts. Total capital employed is calculated as ‘equity’, as
shown in the consolidated annual accounts, plus net debt,

During 2017, the Group’s strategy, which was unchanged from prior years, was to maintain the gearing ratio at close to 0.5. The
gearing ratios at 31 December 2017 and 2016 were as follows:

2017 2016
Bormowings (Note 20) 1,224,889 1,230,983
Current financial liabilities {Note 8) 8,842 14,898
Less: Cash and cash equivalents and current financial assets (Notes 8 and 12} {378,892 (429,638)
Net debt (Note 3.1.b) 854,839 816,243
Equity 1,336,913 1,263,306
Total capital used 2,191,752 2,079,549
Gearing ratio 0.39 0.39

At 31 December 2017 and 2016, the Group has agreements formalised related with credit and bank loans that oblige it to comply with
certain covenants {Note 20}.

4, Accounting estimates and judgements

Estimates and judgements are continually evaluated and are based on historical experience and other factors, induding expectations of
future events that are believed to be reasonable under the circumstances.

4.1 Critical accounting estimates and judgements
The Group makes estimates and judgements concerning the future. The resulting accounting estimates will, by definitior, seldom equal

the related actual results. The estimates and judgements that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year are addressed below.

a) Estimated impairment of goodwill
The Group tests annually whether goodwill has suffered any impaimment, in accordance with the accounting policy stated in Note 2.7,

The recoverable amounts of cash-generating units have been determined based on value-in-use calculations. These calculations require
the use of estimates. The results of this analysis and quantification of the resulting sensitivities are detailed in the Note 7.

If the estimated rate used to discount the cash flows had been 10% higher than management's estimates, the Group would still not have
needed to reduce the carrying amount of goodwill (Note 7).

With respect to the assumptions used to project the EBITDA (operating profit plus depreciation and amortisation, essential for
calculating free cash flow) of the CGUs and their future growth, management modelled the most conservative scenario so that
underperformance in respect of EBITDA is considered unlikely. Simulations using other growth rates and 10% variations in EBITDA do
not indicate the need for impairment provisions in either 2017 or 2016 (Note 7).
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k) Estimated fair value of assets, liabilities and contingent liabilities associated with a business combination

In business combinations, the Group classifies or designates, at the acquisition date, the identifiable assets acquired and liabilities
assumed as necessary, based on contractual agreements, financial conditions, accounting policies and operating conditions or other
pertinent circumstances that exist at the acquisition date in order to subsequently measure the identifiable assets acquired and liabilities
assurmed, including contingent liabilities, at their acquisition date fair value.

The measurement of the assets acquired and liabilities assumed at fair value requires the use of estimates that depend on the nature of
those assets and liabilities in accordance with their prior classification and which, in general, are based on generally accepted
measurement methods that take into consideration discounted cash flows associated with those assefs and liabilities, comparable
quoted prices on active markets and other procedures, as disclosed in the relevant notes to the annual financial statements, broken
down by nature. In the case of the fair value of property, plant and equipment, fundamentally consisting of buildings used in operations,
the Group uses appraisals prepared by independent experts.

In 2012, the Group acquired 65% of the US company Century Plastics, LEC and granted the selling shareholders a put option over the
remaining 35% of the company's capital, exercised in May 2016. As a result, a liability was recognised in previous years to record the
contingent consideration, which was expected to be paid to cancel the put option. This consideration was calculated taking into
account, among other variables, the company's real EBITDA in 2015. In 2015, and in view of the fact that the company's results have
far exceeded forecasts, the Group re-estimated the present value of the contingent consideration, recognising an increase in the liability
of USD38.9 million €35.6 million) and reclassifying the entire amount to short term in an amount of USD70 million €64.2 million).
The effect of this re-estimation was registered in the income statement within “Change in fair value of assets and liabilities taken fo the
income statement” in 2015. In May 2016, the put option was exercised over the remaining 35% at an agreed final price of USD68.8
million {approximately €60.8 million at the put exercise date). This amount was paid in cash. The effect on the variation in the value of
the contingent consideration of LiSD1.1 million (approximately €1 million) was recognised under Change in the fair value of assets and
liabilities through the income statement for 2016.

c) Percentage of completion of rendering of services contracts (Solutions and Services Segment)

The accounting of the contracts of rendering services according to the percentage of completion or ending of the same ones is based on
estimations of the total of costs incurred on the total ones estimated for the completion. Changes in these estimations have impact in the
recognised results of the works in accomplishment. The estimations are constantly monitored and fitted if necessary (Note 2.23).

d) Income tax

The Group is subject to income taxes in numerous jurisdictions. Significant judgement is required in determining the worldwide
provision for income taxes. The Group recognises deferred taxes which, in accordance with prevailing legislation in different tax
jurisdictions, result from multiple temporary differences in respect of assets and liabilities. Nonetheless, there are certain transactions
and calculations with respect to which the ultimate calculation of the tax is uncertain in the ordinary course of business. In prior years,
the Group had recognised liabilities for possible tax contingencies based on estimates of potentiai additional taxes due.

The calculation of income tax expense did not demand significant estimates except with respect to the amount of tax credits recognised
in the year.

If the final outcome (on judgment areas) differs unfavourable by 10% from Management estimates, deferred assets would decrease and
income tax would increase by approximately €14.4 million (2016: €9.2 million} and if these changes evolved favourably, these
deferred tax assets would increase and the income tax would decrease by approximately €4 million (2016: €9.8 million).

e) Fair value of derivatives or ather financial instruments

The fair value of financial instruments that are not quoted in an active market (e.g. OTC derivatives) is determined by using valuation
techniques. The Group exercises judgement in selecting a range of methods and making assumptions which are based primarily on
prevailing market conditions at the reporting date.

Note 3.1.a). (i) provides a sensitivity analysis for changes to the main assumptions with regard to the measurement of interest rate
clerivatives.

In relation to the valuation of the derivative associated with the quoted price in the market share of CIE Automotive, S.A. (Note 8) a
variation of 10% in the share price would affect the result for increasing / decreasing by €3,026 thousand.
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f) Pension benefits

The present value of the Group’s pension obligations depends on a series of factors that are determined on an actuarial basis using a
number of assumptions. The assumptions used in determining the net cost (income) for pensions include the discount rate. Any changes
in these assumptions will impact the carrying amount of pension obligations.

The Group determines the appropriate discount rate at the end of each year. This is the interest rate that should be used to determine
the present value of estimated future cash outflows expected to be required to settle the pension obligations. In determining the
appropriate discount rate, the Group considers the interest rates of high-quality corporate bonds that are denominated in the currency in
which the benefits will be paid and that have terms to maturity approximating the terms of the related pension obligation.

Other key assumptions for employee benefits are based in part on cument market conditions. Note 24 contains further information and
a sensitivity analysis for changes to the most significant estimates.

g Product warranties
Product warranty risks are recognised when there is a firm claim not covered by the relevant insurance policy.

Due to the nature of its business, the Solutions and Services segment (Smart Innovation) does not offer product warranties other than
those refating to the proper performance of the work for which it is employed. Management estimates the corresponding provision for
existing punctual claims, according to the technical studies and estimates based on experience in each of the services provided, as well
as recent trends that might suggest that past cost information may differ from future claims. There is no claims history to determine the
need for a provision of guarantees.

4.2.  Significant judgments in applying accounting policies

The most significant judgements and estimates made in applying the accounting palicies described in Note 2 relate to:
The assumptions and calculations used to test goodwill for impairment, as detailed in Notes 2.7.a), 4.1.3) and 7.

- Estimates in respect of the recognition and utilisation of tax credits, as outlined in Notes 2,19.b), 4.1.d), 23 and 30.

- Estimation of the useful fives of property, plant and equipment (Note 2.5).

In order to value financial derivatives and other assets, the Group uses valuation techniques that are widely used in the financial
markets. In general, the valuation of any financial derivative is based on discounted cash flow analysis, based on the interest rate
curve, from which the zero coupon curve is desived together with the discount factors and the implicit forward rates. To value
instruments that include options, the Group uses the implied volatility priced in by the markets and option pricing models, such
as Black-Scholes for Plain vanilla options or Vanna-Volga for barrier options. The Group uses professional market applications to
this end and engages an independent external advisor when necessary.

Estimation of the services provided by employees that are remunerated by means of share-based payments (Notes 2.21 and 28).
- Percentage of complefion or ending of rendering services contracts.

5. Segment information

Untif Decernber 2017 The Executive Steering Committee, consisting of five members of the Board of Directors, is the Group's chief
operating decision-making body. The Executive Steering Committee Has reviewed the Group's intemal financial information for the
purposes of evaluating performance and assigning resources to segrments.

Management has determined the operating segments based on the structure of the reports reviewed by the Executive Steering
Commiitiee.

The Executive Steering Commiittee has been analyzing the business of CIE Automotive Group from a geographical perspective and from
the different business lines (segments} that the Group has.

From December 2017 hereunder, the functions of the Executive Steering Cormmittee will be assumed by Strategy and Operations
Commission recently created by the Board of Directors,
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The Group operates with two differant segments:

- Automotive

- Solutions & Services (Smart Innovation)

The activity of the cument segments and their geographic distribution (in case of Automotive) is now disclosed:
Automotive segment

This segment relates to the production of parts and components for the automotive industry, operating as a TIER 2 supplier in most
cases. Although the Group supplies certain automobile manufacturers (OEMs) directly, on these occasions the Group usually acts as a
TIER 2 supplier, with the OEMs assuming the role of the TIER 1 supplier.

The Group’s business model is based on two strategic focal points: multi-technology and the global market, implying the ability to
supply technology wordwide.

. Multi-technology: command of different technologies and processes enables the Group to offer complex high value-added
products. The Group has the capacity to design and manufacture products using alternative or complementary technologies.

. Global market: worldwide industrialisation and supply capacity. The Group’s customers are global and it has the ability to
supply them from difference geographic areas.

Following the inclusion in the Group of the companies acquired from the Mahindra & Mahindra Group, and the creation of the
Mahindra CIE Automotive, Ltd. Group, CIE Automotive Group has begun to analyse the Automotive operating segment on the basis of
its management units, distinguishing basically Mahindra CIE Group from the automotive businesses in Brazil and Mexico, and the other
Automotive companies, located mainly in Europe.

In fact, subsegments within automotive segment, are as follows:
NAFTA: it includes, basically, Group companies located in Mexico and United States.
- Brazil: it includes basically Automotive Group companies located in Brazil.

- Mahindra CIE and Asia: it includes the business of manufacturing forging components that existed in the group including the
annual results of the companies CIE Galfor, S.A.U. and CIE Legazpi, S.A.U. (Spanish companies), and U.A.B. CIE LT Forge
(Lithuanian company) and the companies that joined the Group as from 4 QOctober 2013 located in India and Europe, those
which joined the Group in December 2014 located in india and Italy and those acquired in September 2016 from the BillForge
Group. Moreover, and not being significant as a differentiated segment, the Group companies that operate in the Chinese
market are included here,

- Europe - Rest of Automotive: it includes al! non-dependent of Mahindra CIE subgroup manufacturing businesses basically
located in Europe.

Solutions & Services Segment (Smart Innovation)

The companies included in this segment offer a sum of solutions and services which aim to make more efficient the productive
processes of their customers, always under the common denominator of intelligent sensorization and environmental data collection and
an active application of knowledge and technology (Smart Innovation concep).

The qualification of solution or service corresponds to the scope offered to the client: Solution when offering to make efficient a
productive process that the client will remain to manage. On the opposite, service when we take a complete process of one of our
clients (outsourcing} and we manage it completely.

Under the previous portfolio, and orientated to clients in sectors that go from the Technological one, to Energy, Bank, Health, Education
up to the Industrial sector, the ranges of the Solutions and Services given include integral projects of hospital equipment, optimization of
communications and fow currents, construction of renewable energies, supply, sensitizing and meteorological prediction, energy
efficiency, design and construction of solar towers, ovens and productive plants, solutions of bank business, digital and communication
strategies, drugstore and dietetics, etc. and services of monitoring, installation and maintenance of networks of telecommunications,
bank, education, governmental, industrial maintenance, distribution services and commercial processes.
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The Executive Steering Committee assesses the performance of the continuing operations of its operafing segments based mainly on key
financial metrics such as sales, EBITDA (Operating profit plus amortisation and depreciation) and EBIT (Operating profit). The
information received by the Executive Steeting Committee also includes globally a breakdown of finance income and costs and fax
issues, as well as, profittoss from discontinued operations (Note 13). Although these last items are analysed at the Group level since

they are essentially managed in a centralised manner.
Segment information
The eamings performance by segment:

2017
Automotive
Mahinda CTE furope —Rest  Solutions and
NAFTA Brazil and Asia of Automotive Services Total

Revenue 718,800 304,118 978,658 879,619 843,263 3,724,458
Other operating expenses and income

{excluding depreciation and amortisation) (564,956) 261,011) (847,041) {735,441) {785,593) (3,194,042
Depreciation, amortisation and impaiment {30,335) (10,443) (43,145) (50,744) {19,571) (154,238)
EBIT (Operating profif 123,509 32,664 88,472 93,434 38,099 376,178
EBITDA 153,844 43,107 131,617 144,178 57,670 530,416

2016
Automotive
Mzhindra CIE Europe — Rest Solutions and
NAFTA Brazil and Asia of Automotive Servioes Total

Revenue 518,272 201,006 797,977 749,273 612,514 2,879,042
Other operating expenses and income

{excluding depreciation and amortisation) (399,197, {184,072 (704,113 {618,829) (565,361) 2471,572)
Depreciation, amortisation and impairment {22,592) (8,663) (35,713) (46,805) {14,371} {128,144)
EBIT (Operating profit) 96,483 8,271 58,151 83,639 32,782 279,326
EBITDA 119,075 1 6‘934 93,864 130,444 47,153 407,470

Transfers or transactions between segments (which are not significant) are carried out in the same terms and conditions as usual

commercial transactions with third parties.

Other items disclosed by segment included in the income statement are the following:

2017
Aulomotive
Europe -
Mahindra CIE Rest of Solutions and
NAFTA Brazil and Asia Automative Servioes Total
Depreciation and amortisation; (30,335) (10,443) 43,145) (50,744 (19,571) (154,238)
Property, plant and equipment 128,563) {10,187 41,066) 47,219) (8,143} (135,178)
Intangible assets 964 (256) 990) (3,234 (11,428 (16,872
Impairment (808} {1,089) (291) - 2,188
216
Automotive
Europe -
Mahindra CIE Rest of Solutions and
NAFTA Brazil and Asia Automative Services Total
Depreciation and amaortisation: (22,592) {8,663) {35,713) {46,805) {14,371} {128,144)
Praperty, plant and equipment (20,183) 8,432, (34,348; t42,314) {6,585) (111,862
Intangible assefts (1,753) 231} (1,128} {4,380) (7,786) (15,278)
Impaiment {656) (237} (111 - (1,004)
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The reconciliation of Operating profit to Profit attributable to owners of the parent at 31 December 2017 and 2016:

Operatl ng profit
Finance incomef{iexpense) (Note 29)

Gains /(losses) on financial instruments {Note 29}

Change in fair value of assets and liabilities taken to Income statement (Note 29)

- Interest in the results of equity method companies {Note 8)

Income tax {Nate 30)

Gain/loss after tax from discontinued operations (Note 13)
Non-controlling interests (atributed profit (Note 18)

Proﬁt atfributed to the parent Company

Segment assets and liabilities af year end and investments made during the year:

Investments in associates (Note 8)

Rest of assets

Total assets

Total liabilities

Fixed Asset additions (Notes 6 and 7}

Disposal of assets net of depreciation and amortisation
{Notes 6and 7)

Net investments for the year (Notes 6 and 7}

Exclwding Goodwill movemets

Investments in assoctates (Note 8)

Rest of assets

Total assets

Total liabilities

Fixed Asset additions (Notes 6 and 7)

Disposal of assets net of depreciation and amartisation
{MNotes 6 and 7)

Net irvestments for the year (Notes 6 and 7)

o Excluding Goodwiil movements

2017 2016

376,178 279,326

(63,185) {31,333)

10,115 8%

1,109 1,122

9,252 1,244

{75,236) {49,485)

(77) (11,567)

{42,748) (27,853)

215,408 162,350

31 December 2017
Automotive
Mahindra QE Eunpe — Rest Solutions and
NAFTA Brazil and Asia of Aulpmotive Sarvices Total
2,252 986 - 33 11,747 15,018
737,835 345,320 1,423,267 960,416 998,007 4,464,845
740,087 346,306 1,423,267 960,449 1,009,754 4,479,863
452,179 115,349 586,411 1,258,765 715427 3,128,131
117,778 27,077 51,183 78,301 18,393 292.732
(171 {523) {1,121) (5,260) 607 {7,682}
117,607 26,554 50,062 73,041 17,786 285,050
31 December 2016
Automotive
Mahindra QE Evrope— Rest Solutions and
NAFTA, Brazil and Asia of Automotve Services Total

1,623 646 - 1,154 8,376 11,799
580,756 351,931 1,387,963 936,370 507,918 4,064,918
582,379 352,577 1,387,963 §37,524 816,294 4,076,737
332,346 184,114 576,189 1,164,638 541,738 2,755,025
66,754 13,075 36477 65,754 11,281 193,241
{1,325) {596} {2,159) 1,697) (1,121} (6,898)
65429 12,479 34,318 64,057 10,260 186,443

Segment assets mainly include property, plant and equipment, intangible assets (including goodwill), deferred tax assets, inventories,
accounts receivable and cash. Investments in investees included in the consolidation scope are shown separately.

Segment liabilities include operating liabilities and longterm financing, excluding intragroup liabilities eliminated on consolidation.

Investments in nan-cument assets include additions to property, plant and equipment (Note 6) and intangible assets (Note 7).
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Revenue and non-current assets by geographic area:

AUTOMOTIVE
Spain (**}

Rest of Europe
Brazil

NAFTA

Asia (F**%)

Total Automative

SOLUTIONS AND SERVICES (SMART INNOVATION)
Spain

Rest of Europe

America

Asia & Oceania and others

Solutions and Services Segment (Smart Innovation)
TOTAL

) Non-current assets that are not financial instruments and deferred tax assets.
Sales in Spain in the Automotive segment mainly go to end customers that are located abroad.

**)

Revenue Non-current assets {*)
07 2016 2017 2016

224,094 235,995 239,439 236,895
1,154,303 962,179 639,353 608,737
304,118 201,006 243,936 253,739
718,800 518,272 537,447 422,873
479,880 349,076 619,094 635,201
2,881,195 2,266,528 2,279,263 2,157 45
395,194 238,240 199,961 136,715
127,525 130,804 143,537 137,124
243477 166,767 29,910 38,532
77,067 76,703 4,708 5,670
843,263 612,514 378,116 318,041
3,724,458 2,879,042 2,657,385 2,475,486

¢**%) This line includes the Indian companies of the Mahindra Group, (European companies being recognised in a separate line), as well as the Group

companies located in China.
a) Custormer information
The Group’s sales policy limits its credit risk.

In no instance does invoicing per customer or platform in automotive segment account for more than 8.5% of total revenue (2016

9.2%).
6. Property, plant and equipment

Set out below is a breakdown of praperty, plant and equipment showing movements:

2017:
AdditionsChanges) in
the scope of
corsolidation Transfers Balance at
Balance at 31/12/2016 {(Note 35) Additions Disposals and other (*) 311272017
Cost
Land and buildings 521,300 11,754 43,015 {1,566} (10,530) 563,973
Plant and machinery 1,800,698 87,708 72,854 43,462) 4,463 1,913,335
Other fixed assets 306,225 49,170 33,901 9,943) (20,462} 358,891
Prepayments and assets under
construction 111,542 - 131,771 3,377) (104,504) 135,432
2,738,765 148,632 281,541 (58,348) {139,959 2,971,631
reciation
Land and baildings {177,817} 4,178) (13,752} 8 3,633 (192,076)
Plart and machinery (1,131,545} (61,096) (102,617} 40,724 41,654 (1,212,880
Other fixed assets (253,345} 37,973 (18,809) 9,495 16,876 (283,755)
{1,562,707) (103,246} (135,178) 50,257 62,163 (1,688,711)
Provisions
Plant and machinery {10,316 - 12,188) 601 147 {11,762)
{10,316) - (2,188) 601 141 (11,762}
Canying amount 1,166,742 1,271,158

(*} Mainly includes the effect of exchange differences of the cumrencies in which the property, plant and equipmenk of foreign subsidiaries are
denominated and transfers from prepayments and assets under construction to PPE held for use.

47.-



CIE AUTOMOTIVE, 5.A. AND SUBSIDIARIES

NOTES TO THE 2017 CONSOLIDATED FINANCIAL STATEMENTS

{Thousand eurg)

2016;
Additionsf{Changes) in
the soope of
censolidation Transfers Balance at
Balance at 31/12/2015 {Noke 35) Additions Disposals and other (*) 3120016
Cost
Land and buildings 466,336 44,651 2,631 6,932) 14,614 521,300
Plant and machinery 1,512,331 148,602 42,105 (37,643 135,303 1,800,698
Other fixed assets 260478 18,749 21,343 52,318} 56,973 306,225
Prepayments and assets under
construction 155,054 11,913 116,436 (1,625) (170,236} 111,542
2,394,199 224,915 182,515 (98,518 36,654 2,739,765
D tation
Land and bufldings {166,306) (7,179} (11,796} 4,325 3,139 {177,817
Plart and machinery {971,530} {104,767} 82,103) 37,545 (10,690} (1,131,545)
Other fixed assets (274,416) {21,685) {17,563) 49,542 11,177 (253,345)
1,412,252 (133,631) (111,862} 91,412 3,626 (1,562,707)
Provisions
Plant and machinery (10,426) - 11,004) 1,066 48 (10,316}
{10,426) - (1,004) 1,066 48 10,316}
Canrying amount 971,521 1,166,742

* Mainly incfudes the effect of exchange differences of the currencies in which the property, plant and equipment of foreign subsidiaries are
denominated and transfers from prepayments and assets under construction to PPE held for use.

a) Property, plant and equipment by geographical area
Set out below is a breakdown of property, plant and equipment by geographical location at 31 December 2017 and 2016 (in million

euro):
2017 2016
Accurmnulated Aocumulated
depreciation/ Carrying depreciation/ Camying
Cost Provisions amount Provisions amount
America 902 (396) 513 790 (368) 422
Europe 1,703 (1,142) 561 1,573 (1,046) 527
Asia 360 (163) 197 377 (159 218
2,972 (1,701) 1,271 2,740 {1,573} 1,167

b) Assets not used in operations
At 31 December 2017 and 2016 no significant iterms of property, plant and equipment were nat used in active use.
c) Property, plant and equipment subject to restrictions on title

At 31 December 2017, there are items of property, plant and equipment (land and buildings} with a carrying amount of €9.4 million
(2016: €11.4 million} are pledged to guarantee debts with financial institutions with outstanding balances at yearend 2017 of €5.3
million (2016: €7.1 million} {(Note 22).

d) Insurance

The Group has taken out a number of insurance policies to cover risks relating to property, plant and equipment. The coverage
provided by these policies is considered to be sufficient.
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e) Finance leases

Plant and equipment include the following amounts in respect of finance leases under which the Group is the lessee:

2017 2016
Cost-capitalised finance lease 36,792 26,450
Accumulated depreciation (11,827 {10,109)
Canying amount 24,965 16,341
The amounts payable under finance leases are caried under Other liabilities (Note 22),
f) Capitalisation of bomowing costs
The Group did not capitalise any borrowing costs in 2017 or 2016 involving significant amounts.
7. Intangible assets
Set out below is an analysis of the main intangible asset classes showing movements in assets:
2017:
AdditionsiChanges) in
the scope of
Balance at consolidation Transfers Balance at
JA22016 (Nate 35) Additions Disposals ard other (*) 314122017
Cost
Goodwill on consolidation 1,240,169 105,813 - - @2,579) 1,303,403
R&D (developmeng 55,787 - 2,992 8,114) (1,479) 49,186
Computer applications 73,300 6,836 7,643 {3,072) 824 85,531
Prepayments and other 36,927 23,183 556 {2,784) {1,350} 56,532
1,406,183 135,832 11,191 {13,970) {44,588 1,494,652
Accumulated amortisation (109,177) (13,477) 116,872) 13,778 911 {124,837)
Provisions - - - - - -
Canrying amourt 1,297,006 1,363,615
*) Mainly includes the impact of currency fluctuations on the intangible assets held by the Group's foreign subsidiaries.
2016:
Additions/{Changes) in
the scope of
Balance at consolidation Transfers Balance at
31A122015 (Noke 35) Additions Disposals and other (%) 311122016
Cost
Goodwill on consolidation 905,802 312,501 ; - 21,866 1,240,169
R&D (develapment) 64,683 x 2,498 6,916) 4,478) 55,787
Computer applications 64,900 3,340 7,234 {1,927) (247) 73,300
Prepayments and other 18,215 18,720 1,004 (387) {715) 36,927
1,053,600 334,561 10,826 (9,230) 16,426 1,406,183
Accumulated amortisation {102,200 {5,513} (15,278) 6,372 5442 {109,177
Canying amournt 951 =4oo 1,297,006
*) Mainty includes the impact of currency fluctuations on the intangible assets held by the Group's foreign subsidiaries.
The additions/ (changes) in goodwill (Note 35) break down as follows:
Segments 2017 2016
Automotive 65,903 273,179
Solutions and Services (Smart Innovation) 39,510 39,322
105,813 312,501
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a) Testing for impairment losses on goodwill

Goodwill has been assigned to the Group’s cash-generating units (CGUs) on the basis of the criterion of grouping together under each
CGU all the Group's assets and liabilities that jointly and indivisibly generate cash flows in an area of the business from a technology
and/or geographical and/or customer viewpoint, on the basis of the synergies and risks shared.

The breakdown of goodwill at the resulting CGU level is set out below:

Goodwill

Cash-generating units 2017 2016
Automotive segment:
Brazil 94,325 101,791
NAFTA 178,206 135,333
Mahindra-CIE 532,841 542,713
Rest of Automotive (Europe) 221,718 221,744
Solutions and Services Segment (Smart Innovation):
Solutions 142,496 150,760
T&T services 26,567 26,736
Industry services 34,876 28,628
Commercial services 72,374 32,464

1,303,403 1,240,169

The recoverable amount of CGUs is determined based on value-in-use calculations. These calculations use cash flow projections based
on financial budgets approved by management covering a five-year period. Cash flows beyond the five-year period are extrapolated on
the basis of conservative estimated growth rates that are in all instances lower than the average long-run growth rate for the business in
which each of the CGUs operates.

b) Key assumptions used in the calculation of value in use

As in prior years, the pre-tax discount rate was detemmined on the basis of the weighted average cost of capital (WACC) plus a premium
to reflect the tax effect. The WACC was determined using the Capital Asset Pricing Model (CAPM), which is widely used for discount
rate calculation purposes. In certain instances, the discount rate calculation additionally factors in a specific risk premium to reflect the
characteristics and the risk profile intrinsic to the cash flow projections of each CGU.

The discount rates applied to cash flow projections were as follows:

2017 2016

Automofive

Brazil 11.92% 11.00%
NAFTA 6.85%-10.18% 5.57%8.58%
Mahinda-CIE 5.37%-13.01% 5.34%-12.85%
Rest of Automative (Europe) 5.58%-12.01% 5.35%12.13%
Solutions and Services (Smart Innovation) 4.5%-14% 6%-12%
Solutions 6.5%-17.5% 6.5%-15%
T&T Services 4% - 9% 5.5%10%
Industry Services 7% 7%

Commercial Service
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The applied WACC ranges are derived from the cash flows that are generated in different countries with different country risks
characteristics.
This discount rate is after taxes and reflects the specific risks associated with the relevant segments.

The main changes in discount rates compared to those used in the previous year are mainly determined by the variations in risk-free
rates.

Group management determined budgeted EBITDA {operating profit plus depreciation, amortisations and possible impaiments) margins
in preparing its business plans, taking into account operations with a similar structure to current operations and based on prior
experience. These EBITDA's (operafing result plus amortisation and depreciation) vary by type of business as follows:

% of revenue
2017 2016
Automotive 3.00%-39.52% 3.50%-40.90%
Solutions and Services (Smart innovation) 3.00%-12.30% 5.00%-10.70%

Other forecast net movements in cash and flows related to tax are factored in to EBITDAs in order to obtain aftertax free cash flow for
each year,

The result of using pre-tax cash flows and discount rates does not differ significantly from the outcome of using after-tax cash flows and
discount rates.

Cash flows beyond the five-year period covered by the Group's forecasts are extrapolated applying prudent assumptions with respect to
the forecast future growth rate (between 1% and 6%), based on GDP growth estimates and the inflation rate in each market, and
evaluating the level of investment required to achieve such growth. For calculating the residual value these flows are updated
considering the discount rate used in the projections and deduced by the growth rate considered.

c) Results of the analysis

The Group has verified that goodwill did not suffer any impairment loss in either 2017 or 2016, existing a great clearance regarding the
value in use taking into consideration the hypothesis detailed in the preceding paragraphs of the net assets of each CGU in both years.
Note 4 includes the sensitivity analysis with respect to the goodwill impairment calculation.

The recoverable amount of the CGUs was determined based on value-din-use calculations, which require the use of estimates. To
calculate value in use in 2017 and 2016, the assumptions used to project the related cash flows reflect the overall situation of the
Group’s operating markets as well as factoring in their projected performance.

Note 4.1.a) includes data on the sensitivity of these calculations.
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8. Financial assets
Movements in the Group’s financial assets are as follows:

Held4o-maturity financial Derivative financial Investments in
assets instruments associates Total

At 1 January 2016 91,913 {10,304) 8,011 89,620
Changes in the scope of consolidation 3,501 (121 628 4,008
Additions 7892 - 286 8,878
Disposals {40,937) 7,293 - (33,644}
Transfers and other movements @ {1,283} (1,163) 1,869 {577)
Fair value adjustment

- Profitor loss 2,680) 4017 441) 896
- Equity - (5,378) (2,034) 7,412)
Share of profiv{loss) of associates - - 1,244 1,244
At 31 December 2016 58,406 2 (5,656) 2 10,263 63,013
Changes in the scope of consolidation 4414 . 4414
Additions 24,146 555 340 25,041
Disposals (1,186} 2,022 (2,700) (1,864)
Transfers and other movements 1,510 231 (2,640) 899)
Fair value adjustment

-Profitor loss 2,845 7,270 - 10,115
- Equity - 3,746 992} 2,754
Share of profitifioss) of associates - - 9,252 9,252
At 31 December 2017 90,135 28,168 ® 13,523 111,826
2016

Non-Current 10,560 - 10,560
Current 47 846 9,242 . 57 088
Investments in associates - - 11,799 11,799
2017

Non-Current 17,701 - - 17,701
Cument 72,434 17,310 - 89,444
Investments in associates - - 15,018 15018

(1) Mainly inciudes the impact of currency fluctuations on the financial assets held by the Group’s foreign subsidiaries and transfers.

2) This total is presented net of €8,842 thousand (31 December 2016: €14,898 thousand) cormesponding to derivatives recognised on the liabiity
side of the consolidated balance sheet (Note 8.b)).

(3 Of this amourtt, €1,495 thousand (2016: €1,536 thousand) are recognised as a non-current provision on the liability side of the balance sheet in
order to prevent a negative balance in respect of the cost of the investment in this compary (Note 25}

All the assets recognised at fair value, are traded in an active market from which the value is obtained at each date {Note 3.3).

At 31 December 2017 and 2076, all the Group's financial assets that did not mature or become impaired during the year are
considered as high quality and show no signs of impairment.

a) Financial assets held to maturity

2017 2016
Temn deposits 49,108 34,610
Short-term loans 38,167 23,783
Longtenm loans 2,860 13
90,135 58,406

The tenm deposits and loans bear market interest rates in the countries in which the financial assets are held.
No held-io-maturity financial asset has been reclassified.

Financial assets held to maturity show on 31 December 2017 and 2016 an impairment loss of €11.3 million generated in 2012 and
2013 by a liquidity issue in one of the Brazilian financial institutions with which the Group operated.

The maximum exposure to credit risk at the reporting date is the carrying amount of the assets.
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b) Financial derivatives instruments
2017 2016
Assets Liabilities Assets Liabilities
Swaps (interest rate)
- cash flow hedges 649 8,771} - {11,549
- not hedged - 71) {125}
Equity Swap 16,361 - 9,242 -
Foreign currency forward contracts . (39
Hedge of a net investment in foreign operations - - (3,185)
Total 17,010 8,842) 9,242 (14,898)
. Swaps (intenest rate and others)
The notional principal on interestrate swaps (variable to fixed rate) classified as hedging instruments, outstanding at 31
December 2017 amounts to 1487 million and US40 million (2016: 1486 million, USD25 million and DDK10 million).
Additionally, there are Interest rate swaps (variable to fixed) which principal notional outstanding at 31 December 2017
amounts to 110 million, which have been classified as non-hedging (2016: 07.9 million).
. Equity swap
On 6 August 2014 the Parent Company arranged a derivative associated with the listed share price of CIE Automotive, S.A. The
underlying of the operation amounts to 1.25 million shares with an initial value of 11.121 euro per share. This instrument does
not qualify for classification as a hedge and at 31 December 2017 is valued at €16,361 thousand (31 December 2016: €9,242
thousand).
During 2017, the subsidiary Global Dominion Access, 5.A. has contracted a derivative associated with the listed share price of
the compary, with a maximum amount of €2.6 million shares. On 31 December 2017, the valuation of this derivative was not
significant.
. Foreign currency forward contracts
On 31 December 2017 there were no forward contracts in foreign cumency classified as hedging instruments. (2016: contratcts
with principal notional amounting to USD8.5 million classified as hedging instrument).
. Hedge of a net investment in foreign operations
During 2017, borrowings in USD related to hedge of net investments in foreign operations have been paid back. (As of 31
December 2016, there was an outstanding amount of these borrowings of USD11.8 million).
The positive effect of foreign exchange differences amounting to €0.3 million (€9.2 million positive at 31 December 2016)
caused by the conversion of the above-mentioned debt until the date amortisation has been recognised in equity in the
Consolidated Statement of Comprehensive Income.
c} Investments in associates

Except for the companies set out below, all subsidiaries have been consolidated under the full consolidaticn method.
The companies consolidated under the equity method are as follows (Note 1):

% effective interest Value of interest Share in profit /tloss)
2017 2016 2017 2016 2017 2016

Gescrap - Autometal Comercio de Sucatas, Ltd. 30.00% 30.00% 986 646 556 135
Gescrap - Autometal de México, 5.A. de CV. 30.00% 30.00% 2,252 1,623 1,104 929
Antolin - Czech Republic, s.r.o. - 30.00% - 1,157 1,543 (665)
Advanced Flight Systems, S.L. 15.00% 10.00% 280 60 41 92)
Sociedad Concesionaria Chile Salud Siglo XXI, S.A. 15.00% 15.00% 9,255 7583 2,456 2,06
Huerto Solar La Alcardetefia, 5.A. - 18.50% 433 »
BAS Project Corporation, S.L. 8.42% 12.50% 2,213 3,274 {1,248)
Other (%} . 32 &3] 278 169

15,018 11,799 9,252 1,244

*

Companies that are either rot material or are in the process of being liquidated. The provision for the losses accumuiated on these investments in associates and losses
on commitments assumed by them amounting to €1,495 thousand (31 December 2016: €1,536 thousand) are included in "Non-cumrent provisions" under liabilities on
the consofidated balance shest,
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In the first half of this year the Group has sold the investment held in Antolin - CIE Czech Republic, s.r.o. for a total amount of €2,700
thousand, which has resulted in a net incorme of €1,543 thousand. (Note 1}

The shares in BAS Project Corporation, S.L. and Huerto Solar La Alcardetefia, S.A. were incorporated after the acquisition of some
energy assets of Grupo Energético Scorpio, S.A. and Abantia’s some business lines, respectively (Note 35} in 2016. During the first
semester of 2017, a non-commercial swap agreement was signed by Dominion Industry and Infrastructures, S.L., through which the
37% owned by the Group in Huerto Solar La Alcardeteria, S.A. was exchanged for an additional 50% of the subsidiary Solfuture
Gestion, 5.L. The impacts of this transaction have not been significant at a consolidated level,

On the other hand, the share in results for the financial years 2017 and 2016 of Bas Project Cormporation, S.L. corresponded to the
consolidation effect to adjust the capital gains existing in certain ransactions between this company and the Group that have not been
made to third parties. in 2017, the impairment recorded in 2016 to a loan granted by the Group to this company was reversed for an
amount of €1.1 million.

There are no significant restrictions on the ability to access to those assets. There are no conti ngent liabilities related to these investments
in associates. None of these companies is listed on a stock exchange.

9, Other non-cument assets

This balance sheet heading includes loans to third parties totalling €2,932 thousand (€4,058 thousand in 2016} related mainly fo the
automotive segment, as disclosed below by maturity date:

2017 2016
Between 1and 2 years 2,523 2,917
Between 3 and 5 years 409 548
More than 5 years 593
2,932 4,058

Loans to Group companies, associates and third parties accrue interest at variable rates benchmarked to Euribor. As a result, their fair
value does not differ significantly from their carrying amount.

The remaining amount registered within this statement, mainly corresponds to receivables with public entities with a long term
maturity.

10.  Trade and other receivables

2017 2016
Trade receivables 494 855 402,097
Trade receivables, pending invoices (Note 2.23.h)) 79,334 55,668
Less: Provision for impairment of receivables ) {13,547) {16,574)
Trade receivables — Net 560,642 441,19
Other receivables 49,695 36,695
Total 610,337 477,385

The fair values of trade and other receivables amived at by discounting the related cash flows at market rates do not differ from their
carrying amounts.

Trade receivables caption includes those balances on product sales as well as amounts invoiced to customers for work completed or
services provided and pending collection at the year end.

Trade receivables, percentage of completion, that is part of a balance of pending invoices, reflect unbilled revenue on the basis of the
percentage of completion of work or services in progress at the year end. The balance outstanding at 31 December 2016 has been
billed throughout the year 2017, the balance outstanding at 31 December 2017 cortesponds to projects begun in 2017.

At 31 December 2017 trade and other receivables discounted and advanced by financial institutions amount to €16.2 million (2016:
€23 million). These balances have been accounted for as a bank loans (Note 20).
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The amounts covered by non-recourse factoring or account receivable sales agreements at year-end have been derecognised as the risks
of ownership have been transferred to the financial institutions and the Group has no continuing involvement. At 31 December 2017
this balance amounts to €265.7 million (2016: €224.2 million).

There is no concentration of credit risk with respect to trade receivables, as the Group has a large number of internationally dispersed
customers (Note 5).

Given the characteristics of the Group’s customers, balances receivable due in less than 60 days in the Automotive segment and 120 -
180 days in the Smart Innovation segment (Note 5} have historically entailed no credit risk as they fall within the normal collection
period in the sector. The Group considers that the credit quality of these outstanding balances, which it deems neither impaired nor
non-performing, is high. They mostly relate to payments associated with business disagreements that are set to be resolved in the short
term.

At 31 December 2017 balances receivable due in more than 60 days that have expired amounts to €14.2 million (2016: €16 million)
within the automotive segment request and due in more than 120 days amounts to €11.8 million (2016: €8 million) in the Smart
innovation segment. However, most of these balances are not impaired as they related to a number of independent customers for
whom there is no recent history of default. In addition, many payments are related to industrialisation milestones or the percentage of
completion, so that it is nor estimated a great impairment for the balance receivable than the one registered.

The ageing analysis of these trade receivables that are expired is as follows:

2017 2016
Between 2 and 4 months 6,102 7479
Between 4 to 12 months 9,682 7,873
More than 12 months 12,770 11,267
28,554 26,619
{Provision) (13,547) {16,574)
15,007 10,045

Trade receivables that are deemed impaired and have therefore been provisioned for mainly relate to balances that are past due by
more than 18 months. The Group expects to recover a portion of its provisions trade receivables. The other classes within trade and
other receivables do not contain impaired assets.

The credit quality of trade receivables not due or impaired is considered high and free of credit risk.

Movements on the Group provision for impairment of trade receivable in 2017 and 2016 are as follows:

2007 2016
Opening balance 16,574 14,958
Changes in consolidation scope 2,190 1,688
Additions (Note 27) 2,879 3,035
Recoveries (Note 27) (1,912 {1,275)
Receivables written-off {6,184) (1,832)
Closing balance 13,547 16,574

The maximum exposure to credit risk at the reporting date is the carrying amount of each class of receivables mentioned above.

The carrying amounts of the Group's trade and other receivables are denominated in the following currencies (thousand euro):

2017 2016
Furo 238,945 181,650
US dollar 135,412 125,002
Brazilian real 50,627 26,725
Indian rupee 55,760 47,471
Other 93,445 76,827
574,189 457,765
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11. Inventories

2017 2016
Goods held for resale 17,198 12,187
Raw materials and supplies 236,231 171,449
Work in progress and semi-finished goods 82,505 68,644
Finished goods 101,766 88,908
Prepayments to suppliers 12,518 14,161
450,218 355,349
The Group has insurance policies to cover the risks affecting its inventories and considers the coverage provided sufficient,
The cost of inventories recognised as an expense and included in the cost of goods sold breaks down as follows:
2017
Goods held for resale, raw Work in progress
materials and supplies and finished goods Total
Opening balance 183,636 157,552 341,188
Changes in consolidation scope (Note 35) 43,988 1,677 45,665
Purchases /Changes in provisions 2,157,055 8,189 2,165,244
Other movements (*) 23,819 {6,930) 16,889
Closing balance (253,429) (184,271) {437,700}
Cost of sales 2,155,069 (23,783) 2,131,286
2016
Goods held for resale, aw Work in progress
materfals and supplies and finished goods Total
Opening balance 145,002 135,515 280,517
Changes in consolidation scope (Note 35) 14,695 13,967 28,662
Purchases /Changes in provisions 1,631,461 (1,682 1,629,779
Other movements (*) 11,511 2,507 14,018
Closing balance (183,636) (157,552) {341,188}
Cost of sales 1,619,033 (7,245) 1,611,788

] Corresponds mainly to the effect of exchange rate fluctuations on the companies located abroad.

The carrying amount of work in progress and finished goods includes the following provisions for obsolescence, the movement in

which is presented below:

Amount
At 1 January 2016 16,006
Changes in consolidation scope 1,71
Additions (Note 27 4214
Balance write-offs/ transfers {5,871)
At 31 December 2016 16,060
Changes in consolidation scope 8,058
Additions (Note 27; 8,772
Balanoe write-offs/ transfers 6,171)
At 31 December 2017 26,719
12.  Cash and cash equivalents
Cash and other cash equivalents at 31 December 2017 and 2016 break down as follows:
2017 2016
Cash and banks 253,314 304,314
Current bank deposits 36,134 68,236
289,448 372,550
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Current bank deposits relate to investments of cash surpluses maturing in less than three months or available immediately.

These deposits earn interest at a market rate (country-specific) that ranged between 0.2% and 12%, depending on the currency (2016:
0.45% - 14%).

The carrying amount of cash at Group companies is denominated in the following currencies:

2017 2016
Eurc 102,771 135,584
US dollar 81,817 100,073
Brazilian real 15,924 37,482
Indian rupee 3,724 2,027
Chinese yuan 17,514 13,510
Russian ruble 1,635 24,744
Chilean peso 16,098 20,125
Other 49,965 39,005

289 448 372,550

13.  Disposal groups classified as heldfor-sale and discontinued operations
a) Automotive segment

In 2012 the Group decided to discontinue its virgin oil-based biodiesel production adfivities, including the related raw material
plantation activity (jatropha) and to sell Biosur Transformacién, S.L.U. At the year-end 2017 and 2016 the commitment to the sales plan
which has not been materialized is still in place. The fact that sale has not been materialized has not been due to the price of the
operation but to the strategy of bidders. These activities can be clearly distinguished operationally and for financial reporting purposes,
They represented a separate line of business.

b} Solutions and Services segment (Smart Innovation)

At the end of 2013 the Beroa subgroup took the decision to discontinue the cement mixer production activity caried out by the
Gemman subsidiary Karrena Betonanlagen und Farmischer GmbH. This activity can be clearly distinguished operationally and for
financial reporting purposes. it represents a separate line of business within the subgroup's business and corresponds to a separate legal
entity. Its net assets were measured at fair value. Since the decision was taken to discontinue its operations, the company has carried out
residual operating activities and is realising its net assets which mainly comprise current assets.

The information conceming the disposal of Group's assets and liabilities classified as held for sale related to the situations described
above is summatised below:

Assets of disposal group classified as held for sale:

2017 2016
Property, plant and equipment 5,675 5,675
Other current assets 945 1,069
Other non-current assets - 2
Total 6,620 6,746
Liabifities of disposal group dassified as held for sale:

2017 2016
Capital grants 1,057 1,057
Deferred tax liabilities 352 352
Payables 122 108
Other current liabitities 234 236
Total 1,765 1,753

Estimated impairment [osses were calculated by estimating the recoverable amounts of each asset.
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In the specific case of the subsidiary Biosur Transformacién, S.L.U., the Group's business valuation is based on the recoverable amount
of the cormpany's net assets, A reputable independent expert was commissioned to perform this study. Each of the assets included in the
appraisal was classified based on its qualitative characteristics and sized based on its quantitative characteristics. After analysing these
characteristics, the recoverable amount of the assets was determined, based on quoted prices on the most significant active markets in
each case.

In 2016, every revaluation assumption was assessed, performing a new determination on the assets value, by considering new
transaction in the market, understandling and analysing the similarities of those assets with the assets held by the Group, and resulting
this analysis in the registration of an impairment amounting to €15,136 thousand.

An analysis of the result of the discontinued operations detailed above, and the result recognised on the re-measurement of assets or
disposal groups, is as follows:

2017 2016
Revenue - 980
Other revenue 255 745
Total income 255 1,725
Consumpticn (192
Staff costs (113} (10
Impairment of fixed assets : (15,136)
Other expenses 670) {1,736)
Total expenses (783) (17,174)
Profit]oss) before tax of discontinued operations (528) (15,449)
Tax 451 3,882
PROFITALOSS) AFTER TAX OF DISCONTINUED OPERATIONS (77) (11,567}

Cash flows generated in 2016 and 2017, in these discontinued operations are irrelevant, as during the last years the companies have
been virtually dormant.

14.  Share capital and share premium

No. shares Share

{thousand) capital Share premium  Treasury Shares Total
A1 1 January 2016 129,000 32,250 152,171 - 184,421
At 31 December 2016 129,000 32,250 152,171 - 184,421
Treasury shares acquisition . - - . a5l  4526)
At 31 December 2017 129,000 32,250 152,171 {4,526} 179,895

a) Share capital

At 31 December 2017 and 2016 there were no movements in the parent’s capital.

In accordance with the above, the share capital of CIE Automotive, S.A. at 31 December 2017 and 2016 is represented by 129,000,000
fully paid ordinary bearer shares, represented through accounting entries, with a par value of €0.25 each, listed on the Spanish stock
market. The companies that hold a direct or indirect interest of more than 10% are as follows:

% interest
2017 2016
Acek Desarrollo y Gestion Industrial, S.L. %) 15.909% (*) 20.909%
Camporacién Financiera Alba, 5.A. (“Alba™ 10.000% .
Mahindra & Mahindra, Lkd. {(**%)7.435% {*%)12.435%

™ 5.508% directly and indirectly through Risteel Corporation, B.V., the remaining 10.401% (7.808% y 13.101% respectively in 2016).
) Indirectly through Mahindra Overseas Investment Company Mauritius, Ltd.
The stock price of the parent company CIE Automative, S.A. listed in the Madrid Stock Exchange was €24.21 at 31 December 2017,
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b) Share premium

This reserve is freely available for distribution.

c) Treasury shares

The movement of treasury shares the year 2017 is disclosed as follows:

31.12.2017

Amount
Number of shares (Thousand euro)

Opening balance at 1january 2017 -
Aqquisitions 252,587 4,526

End balance 31 December 2017 252,587 4,526

Early in the year 2017, the Parent Company has acquired 252,587 treasury shares directly (0.196% of the total voting rights of the
Company}, which considered as a whole with the indirect share resulting from the equity swap {Note 8) agreement signed with Banco
Santander, 5.A. in 2014 for the acquisition of 1,250,000 shares (equal to 0.969% of the voting rights), has exceaded the threshold of 1%

of voting rights of the company as of 21 March 2017, as communicated to CNMV at 22 March 2017,

Similatly, the mandate conferred at the Annual General Meeting of 4 May 2017, whereby the parent company’s Board of Directors is
empowered to buy at any time and as often as it considers appropriate shares in CIE Automctive, S.A. through any legal means,
including acquisitions with a charge to profit for the year and/or freely available reserves, and to subsequently dispose of or redeem
such shares, in accordance with article 146 et seq. of the Spanish Companies Act 2010, is in effect until 4 May 2022,

15.  Retained eamings
Movements in retained earnings are as follows:

Retained eamings and first-time application of IFRSEU reserve

Reserve in consolidated

companies and Cumulative
effect of first-ime Profit
Legal application of IFRS-EU and differences
resarve {Note 17) loss Subtotal (Note 16) Total
At1 January 2017 6,450 479,026 162,350 647,826 {44, 470} 603,356
Distribution of 2016 profit - 108,513 {162,350} {52,837 (52,837
Incomefexpense) recognised directly in equity, net 1,139 215,408 216,547 (90,666) 125,681
Changes in consolidation scope and business
combinations (Note 35 341 - A 2,831) {2,450)
Other changes - 3,299 N {3,299 B (3,299
At 31 December 2017 6,450 586,720 215,408 808,578 {137,967) 670,611
Retzined eamings and firsttime application of [FRS-EU reserve
Reserve in consolidated
companies and Cumulative
effect of first-fme Profit exchange
Legal application of IFRSEU and differences
reserve {Note 17) foss Subtotal (Note 16} Total

At 1 January 2016 6,450 375,663 129,064 511,177 (97,869} 413,308
Distribution of 2015 profit - 86,494 (129,064) (42,570) - (42,570)
Income/{expense} recognised directly in equity, net - {5,582) 162,350 156,768 49,525 206,293
Changes in consolidation scope and business
combinations (Note 35} 26,672 - 26,672 3,639 30,311
Other changes - 4,221) - 4.221) 235 (3,986}
At 31 December 2016 6,450 479,026 162,350 647 826 44,470) 603,356
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a)  Legal reserve

In accordance with Article 274 of the Spanish Companies Act, 10% of profits must be transferred to the legal reserve each year until it
represents at least 20% of share capital. in 2017 and 2016, the legal reserve reaches the established minimum limit.

The legal reserve may be used to increase capital in an amount equal to the portion of the balance that exceeds 10% of capital after the
increase,

Otherwise, until it exceeds 20% of share capital and provided there are no sufficient available reserves, the legal reserve may only be
used to offset losses.

b} Dividends paid

Af 12 December 2017, the Board of Directors has appraved the payment of an interim dividend from 2017 profit of €0.28 gross per
share carrying dividend rights, implying a total payout of €36,049 thousand. Payment will be made on January 5, 2018.

The amount to distribute did not exceed the profit obtained since the last financial year, deducting the tax estimation, according to
Atticle 277 of Spain Corporate Enterprise Act.

The provisional accounting statement at October 31 2017, which has been formulated according to legal requirements and shows the
existence of enough cash-flow to distribute the dividend mentioned above, is as follows:

Provisional cash-flow statement Amount
Profit forecast:
- Available net profit for 2017 82,823
To deduct:
- Legal reserve -
Maximum amount to distribute 82,823
Amount distribution proposal (72,240}
Treasury forecast for one year 101,156
Inferim divicend (36,120}

On 4 May 2017, the shareholders of CIE Automotive, S.A. in general mesting approved the motion for the distribution of 2016 profit
{individual} as well as the distribution of a final dividend of €0.21 (gross} per share carrying dividend rights, amounting to a total
payment of €27,037 thousand. Payment was made on 5 July 2017.

On 14 December 2016, the Board of Directors approved the payment of an interim dividend from 2016 profit of €0.20 gross per share
carrying dividend rights, implying a total payout of €25,800 thousand. Payment was made on 5 January 2017,

On 26 April 2016, the shareholders of CIE Automotive, S.A. in general meeting approved the motion for the distribution of 2015 profit
(individual) as well as the distribution of a final dividend of €0.17 (gross) per share carrying dividend rights, amounting to a total
payment of €21,930 thousand. Payment was made on 5 July 2016.

On 15 December 2015, the Board of Directors approved the payment of an interim dividend from 2015 profit of €0.16 gross per share
carrying dividend rights, implying a total payout of €20,640 thousand. Payment was made on 4 January 2016.

This amount to distibute did not exceed the profit obtained since the last financial year, deducting the tax estimation, in accordance
with Article 277 of the Spanish Companies Act. Similarly, the provisional accounting statement was prepared in accordance with legal
requirements and which evidenced the existence of sufficient liguidity to complete the pay-out of the aforementioned dividend.
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) Proposal for the distribution of results

The proposal for distributing the parent Company’s 2017 profit, determined in accordance with accounting principles generally
accepted in Spain (legfslation applicable to the parent Company), that will be presented to the shareholders at the General Meeting,

alongside the shareholder-approved distribution for 2016, is as follows:

Under Spanish GAAP
2017 2016

Available for distribution
ProfitAloss) for the year 78,932 63,765
Distribution
To Voluntary reserves 6,692 10,875
To Interim dividend 36,120 25,800
To Final dividend 36,120 27,090

78,932 63,765
16.  Cumulative exchange differences
The breakdown of cumulative exchange differences by segment at yearend 2017 and 2016 is as follows:

2017 2016
Segments
Automotive Segment {125,293) {36,656)
Solutions and Services Segment (Smart Innovation) (12,674} (7,814)
(137,967) (44,470

17.  Reserves in consolidated companies and effect of first conversion

The amount of the reserve in consolidated companies and the effect of firsttime application of IFRS-EU amounts at €386,720 thousand

and €479,026 at 31 December 2017 and 2016, respectively.

This heading records, in addition to the reserves in consolidated companies, the effects of the adjustments made in conjunction with
transition to IFRS on the date of firsktime application, 1 january 2005, and the effect of valuing cerfain financial assetsliabilities at

market prices (Note 8).

18.  Non-controlling interests
Movements in noncontrolling interests are as follows:

2017 2016
Opening balance 501,329 307,901
Net income/(expense) recognised directly in equity:
- Profit for the year 42748 27,853
- Exchange differences (18,923) 4037
- Other (gross cash-flow hedges, tax effect, etc.) 216 (1,460)
24,041 30,430
Dividend paid to non-controlling interests (1,445} (3,658}
Changes in consolidation scope and business comnbinations (Notes 1 and 35) (3,327 167,205
Other changes 1,858 (549)
Closing balance 522,456 501,329
The breakdown by segment is set out below:
Segment 2017 2016
Automative 372,689 360,709
Solutions and Services segment (Smart innovation; 149,767 140,620
522,456 501,329
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The breakdown of non-controlling interests by Company/Subgroup is as foilows (thousand euro}:

% Non- Income aftributable to non-

controlling Non-controlling interest controlling interest

2017
Mahindra CIE Subgroup 48.62% 343,224 23,665
Dorainion Subgroup ® 49.99% 149,767 13,900
Other minor 29,465 5,183
522,456 42,748

2016
Mahindra CIE Subgroup 48.62% 323,587 14,229
Dominion Subgroup @ 49.99% 140,620 10,960
Other minor 37,122 2,664
501,329 27,853

(1} Includes noncontrolling interests amounting to to €4,493 thousand (2016: €5,764 thousand) and profit attributable to non-controlling interests amounting to €1,129
thousand {2016: €749 thausand), comesponding to subsidiaries from the Dominion subgroup.

19. Deferred income
The movement in deferred income is as follows:

2017
Opening Transfers and Taken to profit Closing
balance Additions Disposals other (*) and loss balance
Tax credits on investment deductions 1,489 . (43) 1,446
Capital grants 11,018 895 27 4] {1,887) 9,998
Other deferrad income 1,899 3,535 {752) (B9 (1,218) 3,375
14,406 4,430 779) (90) (3,148) 14,819
{*)  Relates basically to the exchange rate effect.
216
Opening Transfersand  Taken to profit Closing
balance Additions Disposals other (%} and loss balance
Tax credits on investment deductions 1,630 - - - {141) 1,489
Capital grants 15,011 327 (1,551) 27 (2,796) 11,018
Other deferred income 1,124 1,152 185) {79 {213) 1,892
17,765 1,479 (1,636) {52) (3,150) 14,406

{*)  Relates basically to the exchange rate effect and €22 thousand incorporations (Note35).
The conditions relating to tax credits and grants have been met and therefore the Group does not expect to have to return them.
20. Bomowings

2017 2016
Non-current
Bank borrowings (*) 982,247 1,015,899
982,247 1,015,899
Current
Bank borrowings (*) 226,478 192,124
Discounted bills pending maturity and prepayments export bills {Note 10} 16,164 22,960
242 642 215,084
1,224,889 1,230,983

The Group’s policy is to diversify its financing sources. There is no concentration risk in respect of its bank borrowings as the Group
works with multiple entities.
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The exposure of the Group’s bank borrowings (*) to interest rate changes is as follows:

Balance at 31 December At 1 year Al 5 years
At 31 Decermber 2017
Total borrowings (*) 1,208,725 982,247 97,593
Effect of interest rate swaps (Note 8) {451,650} (452,945) (741)
Risk 757,075 529,302 96,852
At 31 December 2016
Total borrowings (%) 1,208,023 1,015,899 145,750
Effect of interest rate swaps (Note 8} {218,541) (453,769) (887)
Risk 989,082 562,130 144,863
Non-current borrowings have the following maturities:
2017 2016
Between 1 and 2 years 135,668 53,557
Between 3 and 5 years 748,986 816,592
Over 5 years 97,593 145,750
082,247 1,015,899

The effective interest rates at the balance sheet dates were the usual market rates (benchmark rate plus a market spread) and there were
no significant differences with respect to other companies of a similar size and with similar risk and borrowing levels.

Bank borrowings carry interest at market rates, by currency, plus a spread that ranges between 40 and 600 basis points (2016: between
70 and 994 basis points).

The carrying amounts and fair values of current and non-current barrowings do not differ significantly since an important portion thereof
has been arranged recently and, in all cases, they accrue interest at market rates; note additionally the effect of the interest-rate hedges
described in Notes 3.1.a) and 8.

The carrying amount of the Group’s borrowings is denominated in the following currencies:

2017 2016

Euro 978,776 1,030,343
US dollar 230,918 159,829
Brazilian real 4,769 12,810
Other 10,426 28,001
1,224,569 1,230,983

At 31 December 2017 the Group had drawn down bank facilities in the amount of €138 million (2016: €233 million) and has the
following undrawn loans and credit lines:

017 2016
Floating rate:
— Expiring within one year 237,342 145,596
— Expiring beyond cne year 182,091 122,672
419,433 268,268

On 28 July 2014 CIE Automotive, S.A. entered into a new financing arrangement with a syndicate of six financial institutions for €450
million. The amortisation period stood at 5 years, with an average term of 4.7 years. This improved the average term of the Company's
financing and also improved the economic terms and conditions of the former syndicated financing.

On 13 April 2015 the syndicated loan was novated and a decrease in the initially negotiated spread was agreed. Similarly, it was agreed
to extend the maturity periods, establishing the new final maturity date in April 2020.
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On 14 july 2076, the parent Company signed a second novation with respect to the syndicated financing. According to this novation,
the total amount was increased by €150 million, to €600 million, the maturity period was extended for another year, the last payment
therefore being due in April 2021 and a change was agreed in the margin initially negotiated and novated in 2015.

On 6 June 2017, the parent Company signed a third novation with respect to the syndicated agreement. According to this novation, the
maturity period was extended by one year for most of finance institutions, being the last payment due in April 2022.

The drawn amount on 31 December 2017 amounted to €467 million (31 December 2016: €550 million), and its interest rate was
indexed to Euribor plus a variable margin based on the Net Finance Debt/EBITDA ratio.

On 14 July 2016, a new loan was arranged by the Parent company with several financial institutions amounting to €85 million and with
final maturity in 10 years, Part of this finance agreement was contracted to a fixed interest rate, and the other part to a variable inferest
rate indexed to Euribor. The drawn amount of this loan on 31 December 2017 and 31 December 2016 amounted to €85 million.

At 23 June 2014 the Company entered into a financing contract with the European Investment Bank (EIB) for €70 million and with a
repayment period of 7 years, in order to finance the Company and Group's R&D activities connected with automotive parts. At 31
December 2017 the drawn balance amounts to €61 million and bears a fixed interest rate (2016: €70 million).

In the second half of 2013, the Group obtained a bilateral loan of USD120 million from a Mexican financial institution, through the
Mexican subsidiary CIE Autometal de México, 5.A. de C.V., for a seven-year term and a one-year grace period, at a floating interest rate
linked to the LIBOR, on conditions in line with current market price parameters. The balance at 31 December 2017 amounted to €45.7
million (at 31 December 2016: €71 million).

On 11 May 2016, the Group, through its US subsidiary CIE Autormotive Investments, arranged two loans of USD35 million each, with
final maturity at 3 and 5 years, respectively, at a variable interest rate, linked to LIBOR. The balance at 31 December 2017 amounted to
€58.4 million €66.5 million as of 31 December 2016).

On 11 November 2016, Group subsidiary Global Dominion Access, S.A. arranged a syndicated loan with five financial institutions for
a total maximum amount of €60 million, divided in (i) tranche A, a long-term loan of €36 million is due on 11 November 2021 and (1)
tranche B, which consists of a revolving credit line up to €24 million due 11 Novermnber 2019 {maximum 11 November 2021).

In December 2017 a novation of the syndicated finance contract was signed, which modifies the maturity periods delaying them by
one year, on the price of this finance agreement and adds a new tranch A1 to the existing loan for a total amount of €35.6 million USD,
which have not been drawn as of 31 December 2017. The amortisation terms for tranch A and A1 are the same, and have been set as
follows: amertisations every six months, with a lack of payment period of one year; being the first maturity day in June 2018, and which
it implies to pay 5% in 2019, 7.5% in 2020, in 12.5% in 2021 and 75% in 2022. As of 31 December 2017 and 31 December 2016,
only tranche A had been fully drawn, and o amount had been drawn from trances A1 and B.

In addition, on 18 November 2016, Global Dominion Access S.A. entered into a loan agreement with the European Investment Bank
{EIB) for up to €25 million; this loan is fully drawn as of 31 December 2017 and 31 December 2016 and is due in the year 2025.

in February 2017, the mexican companies Pintura, Estampado and Montaje, S.A.P.l. de C.V. and Pintura y Ensamblajes de México, S.A.
de C.V. arranged three loans amounting to LISD60 million, USD40 millien and USD40 million, which are due in February 2020,
February 2022 and February 2023 respectively, with a total balance amounting to €116.3 million as of 31 December 2017.

In December 2017 the Parent company CIE Automotive, S.A. has signed a new financing contract with a finance entity with one year
maturity and amounting to €100 million.

All such financing is subject to compliance with certain ratios that are custermary in the market for these types of contracts. These ratios
are fulfilled at 31 Decermnber 2017 and 31 December 2016.

Additionally, the Group, through its Brazilian subsidiaries, used to have several loans denominated in US dollars which have been paid
back in 2017 {31 December 2016: €11.8 million).

Cther balances included in borrowings relate to bank loans or credit facilities in Group companies, arranged without specific additional
guarantees and at the market interest rates in effect in the different countries.
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In 2017, the Group has repaid €266 million related to bank credits and loans (2016: €318 million) and new loans and additional credit
accounts have been amanged to the amount of €305 million included those disclosed above {2016: €466 million).
These repayments largely reflect a debt refinancing effort designed to extend and enhance the Group’s debt maturity profile.

21. Tradeand other payables

2017 2016
Trade payables 1,084,714 861,862
Acdvances of trade receivables (Note 2.23.b)} 55,555 29,483
Cther account payables 77,829 65,659
1,218,098 957,004

At 31 December 2017 advances received on services reflect the excess between advances received from customers of work in progress
for to €55.6 million, and the income recorded in accordance with the progress of the work €29.5 million in 2016) (Note 2.23b)).

The fair values of these payables do not differ from their camying amounts.

The breakdown of trade payables settled during 2017 and 2016 those pending of payment at the year-end in relation to the legally-
permitted payment terms stipulated in Spanish Law 15/2010 of 5 of July, is as follows:

Days

2017 2016
Average payment period to suppliers 78 84
Paid operations ratio 82 91
Qutstanding operations ratio 71 73

Thousand euro

2017 2016
Total payments made 1,065,764 860,717
Total outstanding payments 764,822 570,255

While some companies have exceeded the time limit to domestic suppliers established in Law 15/2010, since 2016 we have launched
a series of measures essentially intended to the identification of the deviations through the monitoring and periodic analysis of the
accounts payable to suppliers, of the review and improvement of internal management procedures of suppliers as well as the
compliance and, in its case update, of the conditions laid down in the commercial operations subject to the applicable regulations.

22, Other liabilities

2017 2016
Non-Current
Fixed asset suppliers 10,515 7,599
Deferred taxes and social security payable 22,420 17,811
Other non-current debts 60,271 79,206
93,206 104,616
Current
Current tax labilities 108,536 63,513
Deferred taxes and social security payable 2,952 8,641
Fixed asset suppliers 31,031 21,604
Accrued wages and salaries 74,136 63,781
Other cunrent liabitities 46,800 63,117
Accruals and deferred income 14,022 13,326
277,477 233,982

The fair values of these liabilities do not differ significantty from their carrying amounts.

The balances included under Deferred taxes and social security payable within current and non-current payables include liabilities
generated by the deferral of VAT, personal income tax and social security payments as well as several other items (repayment of grants,
court bonds and other).
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Other non-current liabilities

At 31 December 2017 this heading includes loans to finance investment projects received from public financing institutions totalling to
€38,026 thousand (2016: €33,595 thousand), being €31,769 thousand {2016: €27,47 7thousand) classified as other |ong term liabilities;
and the renegociated [oan in December 2014 with COFIDES, which at 31 December 2017 held a balance of €6,250 thousand, being
classified in the long term €3,750 thousand (201 6: €6,250 thousand), and will be paid-back in 12 half-yearly instalments with a T-year
grace period {until 2016), and accrues an interest at a rate benchmarked to Euribor plus a market spread.

In addition, this heading includes the following amounts derived from corporate operations concluded within the Solutions and
Services {(Smart Innovation} segment in 2016 (Note 1):

¢ In May 2016 the Group purchased all shares of Commonwealth Dynamics, Inc. The price of this transaction amounted to
€9.1 million (Note 35), from which €2 million had already been paid in 2016 when the agreement formalisation took
place. The remaining amount, estimated at €7.7 million as of December 2016, was registered as other long term liabilities,
was initially estimated to be paid in 2020. This amourtt includes a contingent price calculated by EBITDA generated by the
business in the following three years and the payment related to the profitability of the acquired project portfolio. As of 31
December 2017 the Group has reassessed the estimation of the payable to the prior owners after an agreement with them
in the year 2017, which has resulted in an income of €1.1 million registered in the financial statement “Change in the fair
value in assets and liabilities taken to Income statement”. Additionally, the agreed final payable amount, which amounts to
€5.8 million, has been registered as ofher current debt as its payment has been agreed to be due in 2018,

¢ In Septernber 2016 the Group purchased some of the energy asseis of Grupo Eléctrico Scorpio, S.A., The price of this
transaction: had been estimated at €17.8 million (Note 35), and €0.4 million had already been paid in 2016, the remaining
amount of €17.4 million has been partly paid in 2017 for €1.4 million, and the remaining payable of €16 million, registered
within “other liaibilities”, splits in a cument payable amounting to €7 million due in 2018, and non-current contingent
payable amounting to €9 million, calculated as the 33% of the generated management EBITDA in the following 5 years
from the purchase and which is due in 2022 (excluding the project portfolio at the date of purchase). in 2017, no variation
on the estimation of the contingent payable has been registered.

s In November 2016 the Group purchased ali the shares of intemational Chimney Corporation. The price of this transaction
amounted to €17.4 million (Note 35} from which €6 miilion had already been paid in 2016. Of the remainder, €4.8 million
has been paid in 2017, As of 31 December 2017, there is an additional amount of payments amounting to €3.3 million to
be paid in 2018, registered as other current debt; and a contingent eam-out of €3.3 million, to be calculated as a function of
the EBITDA generated by this business over the next three years, which is due in 2020, registered as other nor-current debt.
in 2017, no variation on the estimation of the contingent payable has been registered.

Likewise, an amount of €4,155 thousand are pending to paid related to the purchase commitments of the 20% of shares owned by
non~controlling interests of the Italian subsidiary Chimneys and Refractories Intemational, S.R.L., registered as other non-current debts
(2016: €4,695 thousand).

Other non-current liabilities have the following maturities:

2017 2016
Between 1 and 2 years 20,462 27,326
Between 2 and 5 years 42,689 51,736
Over 5 years 30,055 25,554
93,206 104,616

Other current liabilities

The balance of “Other current liabilities” includes among others the shortterm amount dependent on payment associated with
acquisitions realised by the Group CIE Automotive {Note 35), registered at fair value.

On 31 December 2017, after the purchase of The Phone House, a current liability amounting to €19.3 million has been registered
regarding the purchase contract,
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As of 31 December 2016 there was an outstanding debt amounting to €30 million paid in March 2017 related to Grupe Amaya

Tellerfa, S.L. acquisition (Note 1 and 35).

During this year, the payable amount refated to Beroa’s business combination from 2014 has been satisfied amounting to €16,693

thousand. This amount was registered as other current debts as of 31 December 2016.

As of 28 January 2076 the pending debt regarding the acquisition of the share of CIE Automative Nuevos Mercadas, S.L. (merged with
CIE Berriz, 5.L. in 2015) to Ekarpen, 5.P.E., S.A. was paid amounting to €24 million, according to the agreed schedule and been the

debt totally paid-back.

23, Deferred taxes
The breakdown of deferred tax assets and deferred tax liabilities is as follows:

2017 2016

Deferred tax assets:
- Deferred tax assets to be recovered after more than 12 months 181,484 177,879
- Deferred tax assets to be recovered within 12 months 49,585 56,620

231,069 234,499
Deferred tax liabilities:
- Deferred tax liabilities to be recovered after more than 12 months 63,352 65,609
- Deferred tax liabilities to be recovered within 12 months 22,128 21,598

85,480 87,207
Net 145,589 147,292
The overall movement in the deferred tax account is as follows:
2017 2016
Opening balance 147,292 151,695
Additions/changes in consolidation scope (Note 35) 9,683 (4,088)
(Chargedy/credited to the income statement (Note 30) (4,478) 6,554
{ChargedVcredited to equity (3,554) {4,375)
Transfers and reclassifications (*) (3,354; {2,494)
Closing balance 145,589 147,292
*)  Includes movements on deferred items due to foreign currency exchange fluctuations.
The movement in deferred income tax assets and liabilities during the year is as follows:
Hedging Impairment losses
Defermed tax assets: instruments and other Tax losses Tax credits Total

At 1 January 2016 4,572 64,853 86,239 67,646 223,310
Additions/changes in consolidation scope (Note 35) - 3,250 144 3,394
{ChargedVcredited to the income statement (2,479} 20,658 (5,966) (*)(2,553) 9,660
{Charged)/ credited directly to equity 1,625 {8,706} - 2,741 (4,340
Transfers and reclassifications (**) 87 154 2,701 {767, 2,475
At 31 December 2016 4,105 80,209 83,118 67,067 234499
Additions/charges in consotidation scope (Note 35) : 6,909 6,391 - 13,300
{Charged)/credited to the income statement E 7,211 {11,020) {*)1C5 (3,704)
{Charged)/ credited diractly to equity 1,934} {1,620 - - (3,554
Transfers and reclassifications {**) (51} {3,730} (2,561} (3,130} 9,472)
At 31 Decernber 2017 2,120 88,979 75,928 64,042 231,069

& Tax credits related to R&D investments, in the amount of €695 thousand, are recognised as grants relating to costs, in accordance with IAS 20.

{2016: €207 thousand).

** Includes, among other items, the effect of foreign exchange fiuctuations on these balances in the foreign subsidiaries.
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Accelerated tax
depreciation and
Deferred incorme tx lizbilities Deducted goodwill Fairvalue gains (%) Exchange differences other Total

At 1 january 2016 13,736 33,433 22 24424 71,615
Changes/additions to consolidation scope {Note 35) - 5013 2,469 7482
Charged/icredited) to the income statement 882 22 3112 {B66) 3,106
Charged/icredited) to equity - 35 35
Transfers and reclassifications {**) 3,946 1,752 169 (898} 4,969
At 31 December 2016 18,564 40,176 3,303 25,164 87,207
Changes/additions to consolidation scope {Note 35) 3,617 - : 3617
Charged/credited; to the income statement {1,061} (801) {188) 2,824 774
Transfers and reclassifications (*¥) {2,613} (374) (2,868) (263) 6,118}
At 31 December 2017 14,890 42,618 247 27,725 85,460
™ Includes the effect of measuring assets at fair value on firsttime application of IFRSEU, the altocation of fair value remeasurement gairs on the

aoquisition of subsidiaries and loan revaluations.
{(**  Includes, among other items, the effect of foreign exchange fluctuations on these balances in the foreign subsidiaries.

Deferred income tax assets are recognised for tax loss carry-forwards and unused tax credits to the extent that the realisation of the
related tax benefit through future taxable profits is probable, being its estimated recoverability less than 10 years.

The deferred tax assets that were capitalised by the consolidated Group at 31 December 2017 and 2016 are as follows:

2017 2016
Tax losses Tax credits Tax losses Tax credits

Spain 38,009 60,315 41912 62,583
Rest of Eurcpe 15,552 2,254 15,562 2,069
Brazil 13,869 15,975
Mexico 7,363 - 9,505 .
Asia and others 235 1,473 164 2,415

75,928 64,042 83,118 67,067

Losses and tax credits in Spain are mainly related to the provincial tax group of Automotive segment and Solutions and Services
segment (Note 2.19.a)}. The Group has performed a recoverability analysis for which all the activated credits would be recoverable in
10 years.

In the Foral Teritory the tax bases generated in year 2014 and earlier prescribe in 2028. For Spanish laws, Brazil and the most
significants of the rest of Europe Territory have no limitation period. The prescription of tax losses in Mexico is 10 years.

Tne Group did not recognise deferred income tax assets of €78 million {(20716: €98 million) in respect of losses generated by certain
Spanish and other foreing companies amounting to €272 million (2016: €340 million) that can be camied forward against future taxable
income.

Additionally, there are tax credits for unused deductions that have not been recognised amounting to €44 million (2016: €57 million).
24.  Commitments with employees
Set out below is a breakdown of employee benefit provisions classified by country:

Breakdown by country 2017 2016

Gemnany (1) 38,342 39,993
india ) 4,434 4,192
Kaly (3 2,885 2,979
France (4) 799 1,193
Total (Note 25) 46,460 48,357
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The commitments of postemployment plans and other longterm benefits to the personnel that several companies in the Group
guarantee to certain groups are disclosed by country, the following ones:

1)

2

3)

4)

Post-employment benefit plans and other longterm employee benefits in Germany which are entirely under intemal fund
- Long term employee benefits:

*  Award for time served.

¢ Supplements derived from partial retirement agreements.
- Postemployment benefits:

s Lifetime pension and retirement plans.

s The benefit plans guaranteed by the group Beroa to its employees are commitments of cash benefits defined to the
retirerment. The group Beroa guarantees a life revenue from the retirement for those employees with entry date previous to 1
January, 2001 that have 10 years of service in the date of cessation. The commitment is gathered in internal fund.

Post-employment benefit plans in India which are mainly under internal fund:

¢ Lifetime pensions and retirement plans.

¢ Retirement awards. This commitment is financed exterally under insurance contracts.

¢ Retirement awards in case of rescission of the labor relation.

Post-employment benefit plans in ltaly. Nowadays the model of pensions is TFR. It was a defined benefit plan that was
transformed to a Define Contribution plan by the Reform of the Pensions that took place in December, 2005.

Benefit plans in France under intemal fund:

e The guaranteed benefit plans by the group Beroa to its employees are commitments of cash benefits defined to the
retirement derived from collective agreements.

* The benefit of the retirement depends on the years of service in the company.

The movement in provisions by type of plan and country are as follows:

Post-employment plans:
Germany India tialy France Total
At 1 January 2016 37,977 3,646 2,784 1,383 45,790
Additions to the consolidation scope 133 . . 133
Cost of cumrent services 193 589 138 920
Interest Expense/(income} 774 - 54 9 837
Recalaulation of values:
- (Gains)/Losses due to changss in financial
assurnptions 1,857 397 180 19 2,453
Exchange rate differences 55 - - 55
Payments by empioyers (2,089) {628) 39 (356) (3,112)
At 31 December 2016 38,712 4,192 2,979 1,193 47,076
Germany India ltaly France Total
At 1 January 2017 38,712 4,192 2,979 1,193 47,076
Cast of current services 269 549 . . 818
Irterest Expensef(Income) 524 297 41 862
Recafculation of values:
- (GainsyLosses due to changes in financial
assumptions 39 121 vl] 6) 34
Exchange rate differences - (286) - - (286)
Payments by employers {2,262} 439) {133 (348) (3,182
At 31 December 2017 37,204 4,434 2,885 799 45,322
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Longterm employee benefits:

The movement of the obligation and provision for the longterm plans during the year has been the following:

At 1 January 2016
Cost of current services
Interest expense/(income}

Actuarial gainslosses recognised in results

Payments by employers
At 31 December 2016
Cost of current services
Interest expense/{income)

Actuarial gainsfosses recognised in results

Payments by employers
At 31 Decemnber 2017

The financial-actuarial assumptions used in the actuarial valuations are set out below:

2017

interest rate
Expected performance active plan
Future growth of wages

Future growth of pensions
Table of montality

Retirement age
Method of valuation

Interest rate

Expected performance active plan
Future growth of wages

Future growth of pensions

Table of mortality

Retirement age

Method of valuation

Amount
1,511
99
21
12
(362)
1,281
84
9
7
(229
1 I1 38
2017
Gemany India ltaly France
1.60%-1.77% 7.3%7.7% 1.00% 1.30%
N/A 7%7.3% NAA 2.00%
2.30% - 2.50% 7%10% 0% 2.00%
1.00% - 1.50% 0.0%-7% 3.00% 2.00%
RT 2005 G - Heubeck Indian assured lives RG48 INSEE2013-2015 Men
2005G  Mortality (2006-08)Ukt and women separately
63-65years 58 years for workers, 58 years 62 vears
60 years for others
PUC PUC TR PUC
2016
Cemany India laly France
1.45%-1.50% 6.70%-7.30% 1.00% 0.80%
N/A 7.50%-8.00% NA 2.00%
2.30% - 2,50% 7% 0% 2.00%
1.00% - 1,75% 0%-7% 3.00% 2.00%
RT 2005 G - Heubeck Indian assured fives RG48 Women TFO0-02;MEN
2005G  Mortality (2006-08)Ult THOO-02
63-65years 58 years for workers, 62 years
60 years for othars
PUC PLC TFR PUC
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The curve used for the determination of the interest rate for the most significant commitments is: “IBoxx € Corporates AA Subindices
von Markit1”,

The weighted average duration of defined benefit commitments is in the range 11 - 15.2 years.
In the most significant plans of the Group, based on the mortality table used, the life expectancy for men and women is the following:

GCemany

Life expectancy of a person that would retire at the 2017 year end:

- Men 19.26

- Women 23.32

Life expectancy of a person that would retire 20 years after the 2017 year end:

-Men 39.01

- Women 44.08

Contributions to these pension plans during the next year 2018, would amount to €1,049 thousand.

25.  Provisions

The breakdown of the movements in Group provisions in 2017 and 2016 is as follows:

At 1 January 2016 121‘969
Additions to consolidation scope (Note 35) 29,984
Additions 36,927

- Amounts used {20,589)
Unused amounts reversed 6,107)

- Chargedfcredited) to Equity 2,831

- Transfers and other movemnents (¥} 3,567

At 31 Decermnber 2016 168,582

- Additions to consolidation scope [Note 35) 19,568
Additions 62,360
Amounts used (22,246)

- Unused amounts reversed 8,711
Charged/(credited) to Equity 6,561

- Transfers and other movements (*) (7,740}

At 31 Decemnber 20117 218,374

Non-cumrent provisions 153,894

Current provisions 64,480

& Mainly relate to exchange rate effedts.

Nor-current provisions at 31 December 2017 mainly inctude the following:

. A €19 million provision {2016: (€10.5 million) corresponding almost entirely to tax contingencies in Brazil, of which €2.3

million are on court deposit pending court rulings (2016: €2 million).

. A €1.5 million provision established to guarantee the sale of assets and closure and winding up of companies in 2017 y 2016.

. A provision for other personnel liabilities amounting to €56.9 million (2016: €86.6 million), including €46.5 million relating to
pension plans (Note 24) of Mahindra Group’s companies added to the Group on 4 October 2013 and 31 December 2014 and
Beroa Thermal Energy, S.L in June 2014 (2016: €48.4 million).

) A €76.5 million provision (2016: €48.5 million} to cover the operating risks of the business which it is considered may
crystallize in the long term.

Curment provisions at 31 December 2017 relate basically to the streamlining of the Group's productive structure in Spain (2017: €3.4
milkion; 2016: €3.9 million), €35.5 million related to personnel provisions to key management, as well as, provisions for operational
business risk at in several Group companies that are expected to be matetialized in the short term (2017: €16.3 million; 2016: €9.6
miltion). This heading alse includes provisions for tax confingencies and customer claims at certain subsidiaries (2017: €9.3 million;
2016: €8 million).
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26.  Operating income

2017 2016
Revenue
- Sale of products and services 3,724,458 2,879,042
Changes in inventoties of finished goods
and work in progress (Note 11) 23,783 7,245
Other income 107,546 80,715
3,855,787 2,967,002

“Other income” basically includes the government grants refating to income and the transfer of grants relating to assets to the income
staternent, as well as the sale of scrap metal and gains on the sale of assets totalling €1,608 thousand (€5,062 thousand losses in 2016).

The breakdown by currency of revenue invoiced in foreign currency (equivalent amounts in thousand euro} is as follows:

2017 2016
US dollar 828,960 611,736
Brazilian real 318,883 216,00
Indian rupee 320177 223,942
Other 387,528 326,323
1,855,548 1,378,092
27.  Other operating income/{expenses)
207 2016
Utilities 58,950 54,886
Transport 42,185 33,052
Repairs 59,727 52,762
Operating leases 27,356 21,568
Provision for impaimment of accounts receivable {(Note 10) 967 1,760
Proviston for inventory impairment (obsolescence) (Note 11) 8,772 4214
Other operating expenses 196,222 140,534
354,179 308,776
28.  Employee benefit expense
2017 2016
Wages and salaries 590,027 470,336
Share-based payments 9,671 11,492
Socia! security cost 107,847 91,176
Other welfare expenses 60,383 48,987
Personne! restructuring costs 8,195 9,732
776,123 631,723
The average Group headcount by category is as follows:
Category 2017 2016
Executives 732 609
University graduates, specialists and administrative employees 8,092 7,217
Semi-skilled workers 19,904 15,864
28,728 23,690

Likewise, the average number of people employed in the course of the exercise with a disability greater than or equal to 33% is 338
people belonging to the semi-skilled workers category.
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The gender breakdown of the Group’s Staff and Board of Directors at 31 December 2017 and 2016 is as follows:

2017 2016

Men Women Total Men Women Total (%
Members of the Board of Directors (*) n 2 13 1 2 13
Executives 675 63 738 637 46 683
University graduates, specialists and
administrative employees 6,680 1,668 8,348 6,500 1,466 7,966
Semi-skilled workers 17,900 3,962 21,862 14,994 2427 17,421

25,266 5,695 30,961 22,142 3,941 26,083

(*)  Twoof the members of the Board of Dirediors act as well as executive directors of the Group,

Share-based payments
Mahindra CIE Automotive, Ltd. formerly Mahindra Forgings Ltd.)

The Group, through the companies acquired in 2013, had a number of remuneration plans based on shares in its subsidiaries Mahindra
CIE Automotive, Ltd., (formerly Mahindra Forgings Ltd.} and Mahindra Composites, Ltd. In accordance with the various remuneration
plans, beneficiaries can be employees and management of the company itself, its subsidiaries and/or its parent company who are
eligible and fulfil plan eligibility criteria.

The granted options by the company Mahindra Forgings Ltd. are divided into three tranches:

. Up to 400,000 options will be exercised at a fixed price of 83 rupees.

. Up to 750,000 options will be exercised at a fixed price of 197 rupees.

s Other options will be exercised at a price equal to the market price of the stock less a discount of not more than 15% of the
average share price on the grant date. The final exercise price will be determined by the Management Committee. The options
vest in tranches determined by the company's remuneration committee and are subject to completion of a one-year vesting
period. Once they are vested, the options may be exercised as from the vesting date for a maximum period of five years,

On the other hand, in case of the options granted by the entity Mahindra Compasites, Ltd., the striking price is equal to the market price
of the shares fess a discount not exceeding 15% of the average value thereof on the grant date. The options, which had similar
conditions to described as the correspondents to Mahindra CIE Automotive, Ltd, they were divided in three equal sections, where every
section is determined that the employees complete 12 months, 24 months and 36 months. Respectively of period of service (petiod of
consolidation). The options are exercisable from the date of consolidation up to a maximum of 5 years.

Movements in the number of stock options issues and refated fair values for 2017 and 2016 are set out below:

Fair value No. of options
{thousand euro} (Thousand)

At 1 January 2016 1,978 865
Granted 2,241 1,591
Canceled 1231 (327}
Forfeited {218) (257}
Net exchange differences 77 -
At 31 December 2016 3,847 1,872
Granted :
Canceled 110} {119
Forfeited {388) 279
Net exchange differences (142} 5
At 31 December 2017 3,207 1,474

At 31 December 2017, of the 1,473,797 options issued, 161,969 options could be exercised at 2017 year end.
At 31 December 2016, of the 1,872,193 options issued, 295,465 options could be exercised at 2016 year end.
Stock options outstanding at the year-end have the following expiration dates and exercise prices:
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2017:
Exercise price
No. option to closing for action (%)
160,260 57 2020
1,709 44 2021
1,311,828 150 2025
1,473,797
{*} Figures presented in Indian rupees due to being more representative of the option's value,
2016:
Bxercise price
No. option to closing for action (*)
67,365 83-197 2017
228,100 57 2020
2,118 44 2021
1,574,610 150 2025
1,872,193
{*) Figures presented in Indian rupees due to being more representative of the option's value.
29.  Finance income and expenses
2017 2016
Finance costs:
- Bank borrowings interest (64,966) (42,841}
Interest income:
- Other interest and finance income 13,202 9,455
Net gains/{losses) on foreign currency transactions (11,427) 2,053
Net gains/(losses} on financial instruments at fair value (Note 8) 10,115 896
Change in fair value of assets and liabilities taken to P&L (Note 22) 1,109 1,122
(51,961 (29,315)
30. Income tax
2017 2016
Current year tax 69,612 51,850
Net variation deferred tax (Note 23) 5173 (*)(6,347)
Total income tax expense 74,785 45,603
Tax expense of discontinued operations 451 3,882
Tax expense of continuing operations 75236 459,485

{*) Does not include tax credits reiated to R&D investments amounting to €695 thousand recognised as operating grants in accordance with IAS 20

(2016: €207 thousand].

The reconciliation of the Group’s accounting profit and taxable profit is as follows:

2017 2016
Consolidated accounting profit before tax for the year from continuing operations 333,469 251,255
Accounting profit before tax from discontinued operations (Note 13) 528; {15,449
Consolidation adjustments 194,025 79,692
Aggregate profit before taxes in consolidated companies 526,966 315,498
Income net subjedt 1o tax and non-dedudible expenses (¥} (257,045) (119,792
Net temporary differences in individual companies (**) 16,343 6,433
Offset of tax-loss {87,779) (59,107}
Aggregate taxable profit 198,485 143,032
*) Dividends distributed armong Group companies, and other permanent differences totailing €109 million, and €148 million, respectively (2016

€96 million and €23 million, respectively).

{**; Net temporary differences in the individual companies basically inciude adjustments for workforce restructuring and differences for accounting

and tax purposes in the recognition of expenses ard income and in the recognition and reversal of provisions,
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The tax on the Group’s profit before tax differs from the theoretical amount that would arise using the weighted average tax rate
applicable to profits of the consolidated entities as follows:

2017 2016

Aggregate orofit before taxes in consolidated companies 526,966 315,498
Tax calculated at domestic tax rates applicable to profits in the respective countries 154,895 86,956
Income not subject to tax (75,554 (33,016)
Utilisation of tax credits and tax losses (9,729 (1,990)
Deferred tax expense(income) (Note 23) 5173 {6,347)
Tax expense 74,785 45,603
Transfer to discontinued operations 451 3,882

75,236 49,485

The theoretical tax rates vary in accordance with the various tax domiciles, the most important of which are as follows:

Nominal rate
2017 2016
Basque Region and Navarra 28% 28%
Rest of Spain 25% 25%
Mexico 30% 30%
Brazil 34% 34%
Rest of Europe (average rate) 15% - 35% 15% - 35%
China 25% 25%
Rest of America 21%-35% 21%-35%
India 30% 30%

As mentioned in Note 2.19, some companies of the Group are authorised to file consolidated tax returns.

Generally speaking, the Group companies have their tax retums open to inspection for all years for which the statute applying under the
various bodies of tax legislation for each company has not lapsed. This statute ranges between 4 and 6 years from when the tax
obligation falls due and the deadline for filling tax returns passes.

The corporate income tax legislation applicable to the parent Company of the Group in 2017 is that relating to Bizkaia Regional
Regulation 11/2013 (5 December).

The directors of the parent’s company have calculated the amounts associated with this tax for 2017 and those years open to inspection
in accordance with legislation in force at each year end on the understanding that the final outcome of the various legal proceedings
and appeals that have been filed in this respect will not have a significant impact on the financial statements taken as a whole.

During 2017 and 2016, non-cumrent assets have been sold, generating a capital gain amounting to €261 and €424 thousand,
respectively covered by the reinvestment tax exemption. The total amount of the sale has already been invested in new non-curment
assets. There are therefore no pending additional investments to cover the refinvestment.

Each of the companies that have applied this incentive wil! disclose the relevant information required by law in its individual annual
accounts,

31.  Eamings per share

a) Basic

Basic earnings per share are calculated by dividing the profit attributable to the Parent Company’s shareholders by the weighted average
number of ordinary shares outstanding in the year, excluding treasury shares acquired by the parent Company (Note 14).

2017 2016
Profit attributable to the Parent Company’s shareholders {thousand eurp) 215,408 162,350
Profit £{loss} from discontinued operations attributable to the Parent Company’s shareholders (thousand euro) (%) 77 (11,596)
Weighted average number of ordinary shares outstanding (thousand) 128,808 129,000
Basic eamirgs per share from continuing operations {euro per share} 1.67 1.35
Basic eamings per share from discontinued operations (euro per share) 0.00 (0.09)

*) Of the profit /loss) from discontinued operations of the CIE Automative Group, €(77; thousand (Note 13} relates to the shareholders of the
Group's Parent Company (2016:€(11,567) thousand).
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b) Diluted

The year-on -year remuneration agreement based on the performance of the share price of CIE Automotive, S.A., described in Note 36.f)
may have potentially dilutive effect in accordance with IAS 33. Following the relevant calculations, the effects of these agreements are
considered not to result in the dilution of basic eamings per share calculated above.

32.  Dividend per share

On 12 December 2017, the Board of Directors approved the payment of an interim dividend from 2017 profit of €0.28 gross per share
carrying dividend rights, implying a total payout of €36,049 thousand. Payment has been made on 5 January 2018,

On 4 May 2077, the shareholders of CIE Automefive, S.A. in general meeting approved the mation for the distribution of 2016 profit
(individual) as well as the distribution of a final dividend of €0.21 (gross) per share carrying dividend rights, amounting to a total
payment of €27,037 thousand. Payment was made on 5 July 2017,

On 14 December 2016, the Board of Directors approved the payment of an interim dividend from 2016 profit of €0.20 gross per share
carrying dividend rights, implying a total payout of €25,800 thousand. Payment was made on 5 January 2017.

On 26 April 2016, the shareholders of CIE Automotive, S.A. in general meeting approved the motion for the distribution of 2015 profit
(individual) as well as the distribution of a final dividend of €0.17 (gross) per share canying dividend rights, amounting to a total
payment of €21,930 thousand. Payment was made on 5 July 2016.

On 15 December 2015, the Board of Directors approved the payment of an interim dividend from 2015 profit of €0.16 gross per share
camying dividend rights, implying a total payout of €20,640 thousand. Payment was made on 4 January 2016.

33.  Cash generated from operating activities

2017 2016

Profit/(loss) for the year 258,156 190,203
Adjustments:
- Taxes (Note 30 69,612 51,950
- Deferred tax (Notes 23 and 30) 5173 6,347}
- Grants released to income (Note 19) (3,148) (3,150}

Depreciation of property, plant and equipment (Note 6} 135,178 111,862
- Amortisation of intangible assets {Note 7) 16,872 15,278

Asset impairment charge (Notes 6 and 7} 2,188 1,004
- {Profitytoss on disposal of propesrty, plant and equipment

{see below) {1,608) (5,062}
- Net change in provisions (Note 25) 21,403 10,231
- Net ‘gains}/'osses on remeasurement to fair value of

derivative financial instruments (Note 8) (10,115 {896)
- Change in the fair value in assets and liabilities taken to Income statement (Notes 22, 29

and 35) {1,109 (1,122}

Interest income (Note 29) (13,202 (9,455)
- Interest expense {Note 29) 64,966 42,841

Exchange differences {Note 29) 11421 {2,053}
- Pre-tax loss from the year from discontinued operations Note 13) 528 15,449

Share of lossAprofit) of associates (Note 8) (9,252) {1,244)
Changes in working capital {excluding the effects of acquisitions and exchange differences on
consofidation}:

Inventories (63,824) {20,567)
- Trade and other receivables (97,391) (13,183)

Other assets 44,711 {12,340)
- Trade and other payables 214,746 55,769
Cash generated from operating activities 565,883 419,168
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in the cash flow statement, revenues from the sale fixed assets include:

2017 2016
Carrying amount (Notes 6 and 7} 7,682 6,898
Profit Aloss) on disposal of property, plant and equipment (Note 26) 1,608 5,062
Proceeds from disposal of property, plant and equipment 9,290 11,960
34.  Commitments, guarantees and other disclosures
a) Commitments for the purchase of fixed assets and leases
Capital expenditure contracted for at the balance sheet date but not yet incurred is as follows:

2017 2016

Property, plant and equipment 39,614 37,479
Obligations deriving from irevocable lease contracts 94,396 56,867

These investments are financed mainly through the cash generated by the Group's activities and structured via payment agreements
with suppliers and equipment vendors and if necessary, bank borrowings.

b) Operating lease commitments

The Group leases various offices and warehouses under imevocable operating lease agreements with a maturity between 5 and 10
years, and the majority of lease agreements are renewable at the end of the lease period at market rates.

The total minimum future paymenits for irrevocable operating |eases are as follows:

2017 2016
Less than 1 year 24,853 15,139
One to five years 49,927 24,636
Moare than five years 19,616 17,092
94,196 56,867

In addition, the Group also leases various plants and items of machinery under cancellable operating lease agreements. The Group is
required to provide six months’ notice to terminate these agreements.

c) Other information

The Solutions and Services (Smart Innovation) segment has granted guarantees for work or services provided to customers and
commercial guarantees amounting to approximately €131.4 million (2016: approximately €109.5 mitlion).

Those guarantees issued by financial entifies are presented to customers as a commitment of the properly executed contracts,
prepayments received from clients, cover of the guarantee periods and the sustaining of offers and bids. Failure to fulfil the
commitments made would mean forfeit these guarantees with the cash outflow. We estimate that the probability of occurrence is
remote.

35.  Business combinations

2017

Automotive Segment
Consolidation scope changes have been described in Note 1.

In March 2017, the Group through CIE Automotive USA, Inc has completed the acquisition of all of the share capital of Newcor Group
for a purchase price of USD108 million €102 million at acquisition date).
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Newcor is a company specialized in the design and production of components and subassemblies mechanized of high precision,
powertrain and transmissions for the sector of automotive. The Group has three manufacturing plants in the State of Michingan, which
annual revenue approximately amount to USD150 million, and among its customers are the top vehicle builders and Tier 1 suppliers,
with a significant presence in the USA.

The business combination for the takeover of Newcor Group for the 100% of its shares, is summarised as follows:

Amount
Purchase price 102,245
Fair value of the net assets acquired 42,174)
Goodwili (Note 7) 60,071

This goodwill embodied the future economic benefits expected to derive from the business acquired and the synergies expected to be
generated by its acquisition by the Group.

The recognised amounts of identifiable assets acquired and liabilities assumed were as follows:

Fair value of the net

assefs acquired
Fixed assats 35,340
Deferred taxes 3,822
Inventories 8,530
Accounts receivable 18,392
Other current assets 333
Cash and cash equivalents 676
Assets aoquired 67,003
Provisions 10,649
Accounts payable 13,292
Other liabilities 978
Liabilities assumed 24,919
Total net assefs acquired 42,174

The fair value of the fixed assets acquired has been established on the basis of appraisals performed by independent experts familiar
with the market whose estimates, which did not factor in additional limitations or risks, were based on market purchase or new build
prices and considering the various assets’ residual useful lives.

The cash flows deriving from the transaction were as follows:

_ Amount
Consideration paid on operation 102,245
Cash and cash equivalents at the entity aoquired {676)
Outflow of cash on the acguisition 101,569

The business analysis, as wel! as the process of assigning the price paid to the assets and liabilities acquired are still on going.

The revenue of the business combination made in year ended 31 December 2017 amounts to €117.9 million. If business combinations
had taken place on 1 January 2017, these amounts would have amounted to €141,3 million sales figure.

In the third quarter of 2017, and within the meaurement period of assets and liabilities acquired in the business combination of the
acquisition of the Billforge subgroup in September 2016, the Group has recorded a provision for a contingent liability for amount of
USD10 million. The recording of this provision has led to a net decrease in the assets and liabilities acquired in the business
combination of €5.8 million, having recorded such decrease against the Goodwill generated at the time of the acquisition of the

subgroup.
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The impacts by financial lines have been as follows, having been recorded in the cormesponding movements as additions to perimeter to
the 2017 fiscal year:

Amount
Long term provisions 8,919
Deferred tax assets (3,087}
Goodwill 5,832

Solutions and Services Segrment (Smart Innovation)

On July 13, 2017, the Group has proceeded to subscribe with the group Dixon Phone plc, an acquisition contract of the total share
capital of The Phone House Espafia (which include the companies The Phone House Espafia, S.L., Connectad World Services Europe,
S.L.U. and Smart House Spafn, S.L.U.), ali of them based in Spain. The closing of the transaction was conditional on obtaining the
authorisation of the Spanish Competition Authorities and a series of suspensive conditions relating to the confirmation of the main
operators with whom the Phone House operated with so they confirmed that they would maintain their supply and distribution
contracts. These suspensive conditions have been fulfilled in the month of September 2017, when the acquisition of all the shares of the
aforementioned companies has been effective.

The price of the transaction has risen to €58 million, once the parent company has assumed the payable loan that the previous
shareholder held with the acquired companies for €45 million. The purchase price was agreed to be paid in two instalments, the first of
them (two thirds) on the transaction closing date, and the remaining, (one third) in january 2018.

The business combination for the takeover of The Phone House for the 100% of its shares, is summarised as follows:

Amount
Cost of the participation 102,754
Assumed debt from previous shareholders (45,035)
Fair value of the net assets acquired (17,809
Goodwill (Note 7) 39,910

This goodwill embodied the future economic benefits expected to derive from the business acquired and the synergies expected fo be
generated by its acquisition by the Group.

The recognised amounts of identifiable assets acquired and liabilities assumed were as follows:

Fair value of the net asseis
aoquired
Fixed assets 26,588
Deferred taxes 6,391
Non current financial assets 4,414
Inventories 37,442
Account receivables 47,672
Other current assets 905
Cash and cash equivalents 866
Aoquired assels 124,278
Deferred taxes 3617
Account payables 93,557
Other current liaibilities 9,295
Acquired liabilities 106,469
Total net assets acquired 17,809
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The process of recognition and valuation at fair value of the assets acquired and liabilities assumed has been allocated an
amount of €8.9 million to the brand "Phone House" and an amount of €5.5 million to existing contracts with operators , both
recognised under the heading "Other intangible assets" within the non-current asset of the consolidated balance sheet. The
"Phone House"” brand has been valued on the basis of the "royalty saving method" That estimates the current value of the
savings that the Group obtains by owning the brand with respect to having to pay for the license to use a third party. Abiding
to the bet and continuous investment that the Group aims to make on the brand "Phone House" has been determined that it
is an asset of indefinite useful life. Contracts with operators have been valued following the application of the “MERM”
measurement method, based on the excess of earnings over contributing assets required to exploit the intangible asset. Their
estimated useful life has been set in 5 years.

The cash flows deriving from the transaction were as follows:

Amount
Cash paid 38,448
Cash and cash equivalents at the entity acquired (866)
Outflow of cash on the aoquisition 37,582
The remaining payable amount of €19.3 million is registered within “other current debts” at 31 December 2017 (Note 22).

The analysis of the business combination, as well as the process of assigning the price paid to the net assets acquired has not been
completely finalized.

If this business combination had taken place on 1 January 2017, the revenue amount would have increase by €366,287 thousand.
2016

Automnofive segment

Consolidation scope changes are described in Note 1.

In August 2016, CIE Berriz S.L. completed the acquisition of all of the share capital of Grupo Amaya Tellerfa for a purchase price of
€142 million (€112 million paid in the date of transaction, whilst the remaning amount was paid back in the first quarter of 2017), and
assumed the net finance debt of the Group.

Additionally, within the context of this transaction, CIE Berriz, S.L. assumed the obligations that prior shareholders held with the Group
at the date of the transactions related to the sale of assets and debt subrogation, for a total approximate amount of €14 million.

The business combination for the takeover of Grupo Amaya Tellerfa for the 100% of its shares, is summarised as follows:

Amount
Purchase price 141,936
Assumed debt 13,852
Fair value of the net assets acquired (11,441)
Goadwill (Note 7) 144,347

This goodwill embodied the future economic benefits expected to derive from the business acquired and the synergies expected to be
generated by its acquisition by the Group.
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The recognised amounts of identifiable assets acquired and liabilities assumed were as follows:

Fair value of the net

__assefs acquired
Fixed assets 39,608
Inventories 13,838
Accounts receivable 35,807
Other non-current assets 97
Deferred taxes 1,036
Other current assets 16,712
Cash and cash equivalents 19,272
Assefs aoquired 126,370
Bank borrowings 45480
Provisions 27,059
Accounts payable 17,870
Deferred tax 46
Other liabilities 24474
Liabifities assumed 114,929
Total net assefs acquired 11,441

The fair value of the fixed assets acquired was established on the basis of appraisals performed by independent experts familiar with the
market whose estimates, which did not factor in additional limitations or risks, were based on market purchase or new build prices and
considering the various assets' residual useful lives.

The Group recognised preexisting contingent liabilities in respect of the acquired businesses in the amount of €11.8 million
corresponding to the valuation of some potential business risks of its subsidiaries. The Group estimated the amount of all potential
futures payments which could cover the negative outcome of outstanding contingencies,

The cash flows deriving from the transaction were as follows:

Amount
Cash paid 111,936
Cash and cash equivalents at the entity acquired (19,272
Outflow of cash on the acquisition 92,664

The remaining payable amount of €30 milfion, which was registered within “Other current liabilities” on 31 December 2016, was paid
back, according to the purchase agreement, in the first semester of 2017 (Note 22).

in Septernber 2016, CIE Automotive S.A. closed the acquisition of ail of the share capitai of India’s BillForge Pvt. Ltd. through its Indizn
subsidiary, Mahindra CIE Automotive, Ltd. The purchase price amounted to INR13,312 million (approximately €178 million) which
was been fully paid in cash.

The business combination for the takeover of the BillForge Group for the 100% of its shares, is summarised as follows:

Amount (*)
Purchase price 177,790
Fair value of the net assets acquired (43,126)
Goodwill (Note 7} 134,664

*) Cxriginal price stated in rupees {INR} transtated to euro using the acquisition-clate exchange rate.

This goodwill embodies the future economic benefits expected to derive from the business acquired and the synergies expected to be
generated by its acquisition by the Group.
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The recognised amounts of identifiable assets acquired and liabilities assumed were as follows:

Fair value of the net
assets aoquired
Fixed assets 46,053
Other non-current financial assets 516
Deferred taxes 3,248
Inventories 15,717
Accounts receivable 17,119
Other current assets 1,962
Gther current financial assets 610
Cash and cash equivalents 2,567
Assets acyuired 87,792
Bank borrowings 18,113
Provisions 9,514
Accounts payable 9,656
Deferred tax 5,094
Cther liabilities 2,289
Liabilities assumecf 44,666

Total net assets aoquired — 43126

The fair value of the fixed assets acquired was established on the basis of appraisals performed by independent experts familiar with the
market whose estimates, which did not factor in additional limitations or risks, were based on market purchase prices or new building
prices and considering the various assets' residual useful lives.

The cash flows deriving from the transaction were as follows:

Amount (*)
Cash paid 177,790
Cash and cash equivalents at the entity acquired (2,567)
Outflow of cash on the amuisition 175,223

(*} Criginal price stated in rupees (INR) translated to euro using the acquisition-date exchange rate.

Revenue from these business combinations related to the Automotive segment amounted to €89 million. Had these business
combinations taken place on 1 January 2016, revenue would had amounted to €219 million.

Solutions and Services Segment (Smart Innovation)

Consolidation scope changes are described in Note 1.

On 6 May 2016 the Group acquired, through its US subsidiary Beroa Corporation, LLC, a US corporate group parented by
Commonwealth Dynamics, Inc (CDI. This acquisition entailed the acquisition of 100% control over the following
companies:

- Commonwealth Dynamics Inc (USA)

- Commonwealth Constructors Inc (USA)

- Commonwealth Landmark Inc (USA)

= Commonwealth Dynamics Limited (Canada)

Commonwealth Power Chile, S.P.A. (Chile)

- Commonwealth Power de Mexico S.A. de C.V. (Mexico!

- Commonwealth Power, S.A. (Peru)

- Commonwealth Power Private Limited (India}

This subgroup, based in New Hampshire {USA), is a niche company with over 35 years' experience in providing engineering
solutions and executing high complexity projects for a wide range of industrial sectors.
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CDI focuses its activity in countries with a significant industrial presence, such as USA, Chile, Mexico, Peru and India and its
customers include most leading companies in those countries.

The transaction price amounted to USD10 million which breaks down as follows: USD2 million have been paid upon the formalisation
of the acquisition, leaving a} USD6 million (estimated amount} payable in 2018, 2019 or 2020, depending on the payment option
offered to the seller, for an amount equivalent to the subgroup's average aggregate EBITDA for the last three years, according to the
payment date, multiplied by 6, to be reduced by the comresponding financial debt; b) USD2 miilion (estimated amount) relating to 2.5%
of the order portfolio at the paytment date indicated above.

Summarised below is a breakdown of the net assets acquired and goodwill resuiting on the transaction:

Amount (*)
Acquisition price 9,085
Fair value of the net assets acquired (366)
Goodwill (Note 7) 8,719
{*) Original amount in US dollars converted to euro at the exchange rate on the acquisition date.
This goodwill was initially attributed to future returns and synergies on the businesses acquired in the Group.
The net assets acquired at fair value arising on the acquisition are detailed below:
Fair value of the net
__assesaoquired
Fixed assets 184
Deferred tax assets 1,122
Trade receivables 5,235
Other assets 253
Cash and cash equivalents 1,839
Assets acquired 8,633
Trade payables 5,826
Other liabilities 2,441
Liabilities acquired 8,267
Total net assets acquired 366
The movement in cash funds on the cperation was as follows:
Amount (*}

Consideration paid in the year 2,017
Cash and cash equivalents in the Group acquired (1,839)

178

(*} Original amount in US dollars converted to euro at the exchange rate on the acquisition date.

In February 2016, Global Dominion Access, S.A. submitted an offer as part of the bankruptcy proceedings requested by
Abantia Empresarial, S.L. and subsidiaries (the Abantia Group), to acquire the Installation, Maintenance, Industrial and
Renewable Energy Promotion production units, which represented most of the Abantia Group's business.

On 24 May 2016, the Group, through its subsidiary Deminion Industry & Infrastructures, S.L. (incorporated in March 2016
by Global Dominion Access, $.A.), completed the acquisition which was approved by the Mercantile Court responsible for
the bankruptcy proceedings of the Abantia Group and by the workers' representatives in legal terms.

The acquisition of the business entailed paying a price of €2 million plus the losses arising from the date of approval of the
acquisition request to the date on which control was acquired, i.e., during the months of March, April and May 2016, at an
additional €1.5 million.
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Summarised below is a breakdown of the net assets acquired and goodwill resulting on the operation:

Amount
Acquisition price 3,500
Fair value of the negative net assets acquired 6,500
Goodwill (Note 7} _W,O_OE_
This goodwill was initially attributed to future returns and synergies on the businesses acquired in the Group.
The net assets acquired at fair value arising on the acquisition are detailed below:
Fair value of the net
assets acquired
Fixed assets 10,623
Other financlal assets 1,373
Trade receivables 17,410
Other assets 269
Cash and cash equivalents 4,305
Assets aoquired 33,980
Non-current provisions 2,330
Trade payables 20,022
Staff payables 4,335
Other liabilities 13,793
Liabifities accuired 40480
Total net assets aoquired (6,500)

As a part of this process, an intangible asset was identified relating to the “Customer portfolio”, whose measurement at the
date of these accounts amounted to €9,121 thousand and was registered following the application of the “MERM”
measurement method, based on the excess of earnings over contributing assets required to exploit the intangible asset.

The movement in cash funds on the operation was as follows:

Amount
Total consideration on operation 3,500
Cash and cash equivalents at the entity acquired {4,305)
(805)

On 16 June 2016, the purchase-sales agreement had been executed under which Instalaciones Inabensa, S.A., as part of the
Restructuring Plan of Abengoa (parent group), sold to the Group company Dominion Networks, S.L., the assets, goads,
contracts and rights attached to the soalled Protisa business ~ Protisa thermal, sound and fire proofing, carrying out all
activities associated with the conduct and exploitation of commercial, impon, export and machine and materiai distiilation
operations connected with thermal, sound and fire proofing protection.

These assets, goods, contracts and rights included certain property, plant and equipment elements, supplier contracts,
qualified technical personnel, contracts under execution, classifications and references of work connected with this business
and trade marks, patents and trials on fireproof mortars.

The acquisition price of this line of business amounted to €300 thousand.
Summarised below is a breakdown of the net assets acquired and goodwill resulting on the operation:

Amount
Acquisition price 300
Fair value of the net assets acquired -
Goodwill (Note 7) 300

This goodwill was initially attributed to future returns and synergies on the businesses acquired in the Group.
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The net assets acquired at fair value arising on the acquisition are detailed befow:

__Fairvalue
Fixed assets 529
Assefs acquired 529
Payables 433
Accrued wages and salaries 96
Liabilities acquired 529
Total net assets acquired -
The movement in cash funds on the operation was as follows:
Amount

Consideration paid on operation 200
Cash and cash equivalents at the entity acquired -

200

The purchase agreement under which Global Dominion Access, S.A. acquires 100% of the shares of Norproyectos 2000, S.L.
(subsequently renamed Dominion Energy, S.L.) was placed on public record on 15 September 2016. This company encompasses the
EPC activities and maintenance operations (also known as the energy assets) formerly carried out by Grupo Eléctrico Scorpio, S.A.

The purchase price was approximately €17.8 million, made up of a fixed sum of €8.8 million (of which €0.4 million were paid
during the year 2016 and €1.4million paid in 2017) and an earn-out of up to €9 million. The eamout is tied to the EBITDA
generated by the company which holds the energy assets acquired from an identified pipeline of projects and opportunities during the
first five years after the acquisition. The outstanding payable amounts to €16 million which will be paid_back as follows: €7
million in 2018, regjstered within “Other non~current liabilities” and €2 million euro of contingent price, payable in 2022,
aiso registered in “Other non-current liabilities” (Note 22).

With this transaction, the Group incorporated to its perimeter the team that manages Grupo Eléctrico Scormpio, 5.A.'s Energy Division,
including its CEQ and former owner; a backlog of renewable energy projects worth an estimated €50 million; and a 25% interest in
BAS Project Corporation, a company specialised in the identification and development of renewable energy projects which had an
exclusivity agreement with the Group. As a result, the Group demonstrated once again its ability to integrate valuable expertise and
fortifies its supply of renewable energy solutions and services.

Below is a summary of the net assets acquired and the goodwill resulting from this transaction:

Amount

Purchase price 17,800
Fair value of the net assets acquired (4,323)
Goodwill (Note 7) 13,477

This goodwill embodied the future ecoromic benefits and synergies the acquired businesses are expected to generate within
the Group.
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Tie fair values of the net assets acquired as part of this business combination are broken down below:

Fair value of the net
asseds acquired
Fixed assets 7,107
Non-current financial assets 188
Inventories 3
Trade receivables 439
Cash and cash equivalents 223
Assets acquired 7,960
Deferred tax liabilities 1,680
Trade payables 1,410
Other liabilities 547
Liabilities assumed 3,637
Total net assets acquired 4,323

The process of allocating the purchase price to the net assets acquired, on the basis of valuations performed internally is
complete. However, a preliminary analysis has identified an intangible asset corresponding to the acquired business's
‘customer portfolio’ (backlog) initially measured at the reporting date at €7,000 thousand using a “MERM” valuation model,
based on the excess of earnings over contributing assets required to exploit the intangible asset.

The movement in cash funds on the operation was as follows:

Amount
Consideration paid during the year 3%0
Cash and cash equivalents acquired (223)
167

On 14 November 2016, Dominion acquired US firm, Intemational Chimney Corporation (ICC). With a track record dating back almost
90 years, ICC, based in Williamsville (New York), is a leading specialist in the North American market, in the design, engineering,
inspection and repair of industrial structures.

The purchase price agreed amounts approximately to LiSD15 million, which are to be paid as follows: USD6 million paid on the
closing date, USD5 paid million in 2017, and USD4 million payable in 2018. It is also considered a potential eam out payable in 2020
in the event that the company outperforms its targets for 2017-2019; the acquisition-date value of this contingent payment amounts to
USD3.9 miflion (€3.3 million approximately on 31 December 2017} at year end. The payable amounts have been registered within
“other non-current liabilities” and “other current liabilities” according to their maturity for an approximate amourt of €3.3 million
respectively (Note 22),

Below there is a summary of the net assets acquired and the goodwill resulting from this transaction:

Amount (*)
Purchase price 17,385
Fair value of the net liabilities acquired {10,559)
Goodwill {(Note 7} 6,826

*) Original price stated in US dollars (USD) translated to euro using the acquisttion-date exchange rate.

This goodwill embodied the future economic benefits and synergies the acquired businesses are expected to generate within
the Group.
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The fair values of the net assets acquired as part of this business combination are broken down below:

Fair value of the net

assets acquired
Fixed assets 3,727
Deferred taxes 1,075
Inventory 572
Trade receivables 11,738
Other assets 935
Other current financial assets 2,195
Cash and cash equivalents 1,263
Assets acquired 21,505
Deferred tax liabilities 662
Bank borrowings 1,184
Trade payables 6,376
Other liabilities 2,724
Liabilities assumed 10,946
Total net assets acquired 10,559
(*) Original price stated in US dollars (USD} translated to euro using the acquisition-date exchange rate.

The purchase price assignation of the acquired assets and liabilities, based on an internal assessment, has been finalised in
2017. During this process, a revaluation for land and buildings has been adjusted amounting to €1,000 thousand.

The movement in cash funds on the operation was as follows:
Amount (*)

Consideration paid during the year 5,954
Cash and cash equivalents acquired (1,263)

4‘691
(*) Original price stated in US dollars (USD) translated to euro using the acquisition-date exchange rate.
Revenue and |osses of the business combinations integrated in 2016 amounted to €106,418 and €1,511 thousand, respectively. If the
business combinations would have taken place on January 1, 2016, these would amount to €151,895 thousand. It should be noted that
when considering revenue and the losses of these business combinations, of the cumrent year, that some of them are groups of assets
and liabilities whose activity was not itself quantified in a separate and individualized way because they are parts of a whole company.
This is the case of the business combinations of Abantia and Protisa, in which the acquisition involves the integration of a series of assets
and liabilities with an activity that is not quantifiable for the months of 2016 that have not been integrated within the Group. Also, in the
case of Dominion Energy, this is an activity that began at the time of the acquisition of the net assets by the Group. Therefare, for the
three cases mentioned, the number of revenue and income for the additional months of 2016 not acquired was considered as nil.

36.  Related-party transactions

The direct shareholders of the Group (including minority interests), key executive managers, close refatives and those companies
consolidated using the equity method are considered related parties.

The following transactions were carried out with related parties:
a) Compensation and loans to key management personnel

The total compensation paid to key management personnel in 2017, excluding those included within the compensation paid to the
members of the Board of Directors, amounted to €5,388 thousand (2016: €3,026 thousand).

Additionally, duting the year 2017, the remuneration based in the share’s value had completely been accrued, as explained in section f)
of this Note, and which will result, for some members of the Management Personnel, a total retribution of €10.8 million payable in
March 2018.

At year end 2017 there is a balance receivable refated to operations with these affiliates amounting to €732 thousand, which is
classified as non-current assets (2016: €1,500 thousand).

The Group has entered into no commitments related to pensions or other types of complementary post-employment benefits with key
management persorinel.
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b) Balances and transactions during the year with Group companies and related parties

2017 2016
Transactions effected:
- Services received 10,728 7.063
- Services rendered 5819 852
- Purchases (*) 22,240 28,472
- Sales (2 200,493 165,586
(*) Both, purchases and sales, correspond basically with sales-purchase operations with Mahindra & Mahindra Group.
Balances with Group companies and related parties are as follows:

2017 2016

Balances:
- Accounts receivable from related parties 43,884 19,417
- Accounts payable to related parties {5,371) (6,563}
- Accounts receivable from entities with significant influence 16,800 16,800
- Accounts payable from entities with significant influence - (16,693)
- Dividend pending payment (36,049) (25,800)

c) Balances and transactions with companies with significant influence with parent Company

The payable amount for the business combinations of several companies within the “Solution and Services — Smart Innovation”
segment from 2014 to instituto Sectorial de Promocién y Gestion de Empresas Dos, S.A. has been satisfied during the current year for
an amount of €16,693 thousand. In 2016, regarding these same business combinations, a payment of €14,430 thousand was made. At
31 December 2017, every obligation related to these business combinations had been satisfied.

d) Compensation of the directors of the parent Company

Total compensation paid to the members of the Board of Directors has amounted to €3,916 thousand (2016: €5,691 thousand). The
members of the Board of Directors received no compensation in respect of bonuses or profit sharing arrangements. Nor did they receive
shares, or sell or exercise stock aptions or other rights related to pension plans or insurance policies of which they are beneficiaries.

Additionally, during the year 2017, the remuneration based in the share’s value had completely been accrued, as explained in section f)
of this Note, and which will result, for some members of the Management Personnel, a total retribution of €16.5 million payable in
March 2018.

At 2017 year end, there is a balance receivable (at present value) of €303 thousand arising from other transactions with these related
parties (2016: €455 thousand), classified in current assets,

The Parent company has entered into no commitments relating to pensions or other types of complermentary retirement remuneration
with senior management personnel.

e) Article 228 of the Spanish Companies Act

In the duty to avoid situations of conflict of interest of the parent Company, during the exercise the administrators who have occupied
charges in the Board of Directors during have complied with the obligations foreseen in the article 228 of the restated text of the Law of
Capital companies. Likewise, both managing directors and their refatives have abstained from incurring in the suppesitions of conflict of
interest foreseen in the article 229 of the above mentioned norm. No communication about direct or indirect conflicts of interest has
been notified during the current year to the Board of Directors.

f} Complementary long-term incentive based on the increase in value of the shares of CIE Automotive, S.A.

During the General Shareholders' Meeting of 30 April 2014, a longterm incentive was approved, based on the increase in value of the
shares of CIE Automotive, S.A., in favour of the CEO and certain managers and other people owing to their special relationship with the
Company.

The incentive wili consist of the payment of an extraordinary total remuneration proved of multiplying a maximum of 1,800,000 rights
by the increase of the market price of shares of CIE Autornotive in the period 2013-2017, being its contribution base €6 per share and
the closing value will be the average of the market price of the [ast quarter of 2017, in the terms approved by the Shareholders' General
Meeting.
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The individual assignment of these rights was determined in 2014 by the parent Company's Appointments and Remuneration
Committee. Following the Group's decision, setflement will presumably take place in cash in a lump sum at 31 March 2018. (Note
2.21%.

The incentive depends on two conditions:

) Interrupted continuity of beneficiaries’ services.

] The fulfillment of the objectives of Group's Strategic Plan for 2013 - 2017, measured according to EBITDA levels (operating
profit plus amortisation and impairment) obtained in the period.

The incentive conditions contain situations of early liquidation due to certain supervening causes.

At 31 December 2017 the amount of that remuneration has resulted in an accrued expense in 2017 of €10,455 thousand {Note 28} (31
December 2016, €12,424 thousand).

37.  Joint amagements ({JTEs)

The Solutions and Services (Smart Innovation) segment participates in several temporary consortia {UTEs for their acronym in Spanish).
The following amounts represent the Group's percentage interest in the assets and liabilities, and sales and results of these joint
arrangements. They are included in the consolidated balance sheet and income statement:

Name Curmrent assets Current liabilities Expenses Profitiloss)
2017 13,432 9,665 11,307 1,338
2016 17,965 16,876 11,364 562

The staff in joint arrangements in which the Group holds shares amounts to 70 people, considering them as a whole and excluding the
share hold percentage of the Group in 2017 (2016: 86 people).

38. Otherinformation

a) Auditors fees

The fess charged by PricewaterhouseCoopers Auditores, S.L. for audit services performed in 2017 total €2,569 thousand {2016: €2,331
thousand). From the total of audit services contracted in 2017, €1,125 thousand have been rendered in Spain.

The amount relating to 2017 and 2016 also include the audit of the interim financial statements.

Other services rendered by PricewaterhouseCoopers, 5.L. and other firms associated to PricewaterhouseCoopers have
amounted to €571 thousand (2016: €596 thousand). Other assessment setvices different from audit fees rendered by
PricewaterhouseCoopers Auditores, S.L. have amounted to €67thousand in 2017, and mainly refer to agreed upon procedures related
to covenant compliance, review of the Spanish SCIIFF report related to Intemal Control Management on Financial Information,
verification of nonfinancial indicators, others related to the verification of security measures in the processing of personal data, and
other requirements based on the regulation of Biodiesel.

The fees charged by other firms for financial statements audit services in respect of other investees amount to €456 thousand in 2017
{2016: €451 thousand). This amount includes the services rendered for all the period of the companies joined to the consolidation
scape in the period.

b) Enwironmental issues

The parent Company and its subsidiaries have adapted their production facilities to meet the legislative environmental requirements of
the countries in which they are located.

Investments in assets intended to make them more environmentally-fiendly and to minimise their impact on the environment are
capitalised in property, plant and equipment.

The expenses deriving from environmental action incurred during the year basically refate to waste removal expenses.
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The Group's property, plant and equipment include facilities aimed at environmental protection and improvement. This work is carried
out by in-house employees and external specialist providers, as part of the strategic environmental plan implemented to minimise the
environmental risks associated with its operations and improve the Group's environmental management and record. The combined
amounts of investments and expenses accrued in 2017 in relation to environmental protection worked amounted to €2.7 million (2016:
€4.7 million) and are recorded under the element headings of “Property, plant and equipment” on the accompanying balance sheet
and “Other operating income/expenses” on the accompanying income statement.

39. Events after the balance sheet date

In January 2018 the Group has acquired 100% of the shares of the brazilian company Zanini Industria de Autopegas, Ltda. for a price of
€120 thousand.
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% effective sharcholding
of CIE Automotive
Company Parent Company Activity office Direct  Indirect
GiE Beriz, 5.L. (% (10 CIE Autornctive, S.A. Holding company Bizkata 100.00%
Beigitrn Forge, N.V. (i liquidation) CIE Beniz, 5.L, Manufacture of automative companents Bekiten 100,00%
CIE Udalbide, S.A.L. CE Benriz, S.L. Manufacture of autormtive componerts Birkaia 100.00%
GE Mecalen, SAU. GiF Berriz, SL. Manufacture of automotive compenents AlavalAraba 10000%
Mexarizaciones del Surivieczsur, SA. CIE Berriz, S.L. Manufactire of autornotive compenents AlavalAraba 100.00%
Garrexo Fabricacién de Componentes, S.A, CIE Bemiz, 5. Manufacture of automotive componens Alava/Araba 100.06%
Grupo Companenies Vilanova, S.L CIE Berriz, S.L. Manufacture of automotive components Bartelona 100:00%
Alurecy, SAU(11) CIE Bemiz, S.L Manufacture of automative components Bizkaia 100.00%
Campanentes de Automacion Recyiee, S.LLL. CIE Benriz, S.L. Manufacture of automotive companerts AlavatAraba 10000%
Companentes de Direcadn Recylan, S.LLU. CIE Bemiz, S.L. Manufachsre of automotive components Navarme 100.00%
Nowa Reyd, S.AU. CIE Beriz, 5. Manufacture of autorotive components AlavaiAraba 100.00%
Recyde, SA.U. CIE Beniz, 5.1 Manufacture of automoiive components Gipuzkoa 100.00%
Recyde CZ, s.r0. CIE Beriz, S.L Manufacture of autcmative camponents Czech 100.00%
Republic
CIE Zddnica, s.r.0, CIE Beniz, S.L. Manufacture of automotive compenen's Czech 100.00%
Republic
Alcasting Legutiano, S.LL. CIE Berriz, S.1. Manufacture of autormotive components Alava/Araba 10000%
Egafa 2, 5.L CIE Beriz, S.L. Manufacture of automotive componers Bizkata 100.00%
Inyectametal, SA. {JIE Benriz, 5.L. Manufaiure of automotive companents Bizkaia 10C.00%
Orbelan Pldsticos, S.A. IE Bemriz, S.L Manufaciure of automaotive components Gipuzkoa 100.00%
Trarsformaciones Metaldngicas Noma, S.A. CIE Beniz, S.L, Manufacture of aulomotive components Gipuzkoa 100.00%
Plasfil Plisticos da Figueim, S.A. () CIE Beniz, S.L Manufacture of automaotive components Portugal 100.00%
CIE Stratis-Tratamendos, Lida. Plasfil Pl&ticos da Figueira, S.A. Manufachire of automcbile components Portugal 100.00%
CIE Metal CZ, s.ro. CIE Berriz, S.L. Manufacture of autemolive componen's Crech 100.00%
Repulnic
CIE Plasty (Z, 5.r.0. CIE Beniz, S.L. Manufacture of automotive components Czech 10000%
Republic
CIE Unitools Press (Z, as. CIE Beniz, 5. Manufacture of autornotive compenents Czech 100.00%
Repablic
CIE joarmar, s.r.o. CIE Beniz, 5.L. Manufacture of aulomotive components Czech 100:00%
Republic
CE Automative Maro, sard. d'au(d) CIE Beriz, S.L. Manufachure of automotive components Moroeco 100:00%
CIE Praga Louny, as. {*) CIE Bemiz, 5. Manufacture of automotive componens Czech 100.00%
Republic
Praga Service, s.ro. CIE Praga Louny, as. Services and installations Czech Republic 100.00%
CIE Deutschland, GmbH CE Benriz, S.L. Services and installations Germany 102.00%
Leaz Valotizacion, S.LU. {domant CIE Berriz, S.L. Wasle management and recovery Bizkaia 100.00%
Qe Compitgne, SAS. CIE Bemiz, 5.L. Manufacture of automotive componen's France 100.00%
Autometal, SA. (%) (7) CE Beniz, S.L Manufz of. notive comp Brazil 100.00%
Durametal, S.A_ Autometal, S.A, Manufactu:e of avtomalive components Brazil 84.88%
Autarmetal S8C Injegiio, Pintura e Cromagiio de Plisticos, 1ida. (%) Autometal, SA, Manufacture of autornobile componerts Brazil 100.00%
Autocromo Crormagao de Plisticos Lida Auternetal SBC Injego, Pintura e Cromagio de Manufaciure of automotive components Brazil 100.00%
Plasticos, Lida.
Autometal Imvestimentcs € Imoves, Lida, (%) Atornetal, SA. Services and insliations Brazil 100:00%
Cescrap — Autometal Comercia de Sucatas Uik, Auvtomnetal Investimentos e Imives,  ida Scrap business Brazi! 30.00%
Jarciim Sisterras Automativos e industriais, S.A. Autornatal, SA, Manufacture of atiomedive components Brazil 100.00%
Metaldrgica Nakayone, Lida. Autometal, S.A. Manufacture of automotive components Brazil 100.00%
GIE Autometal de México, S.A. de C.V. (*) (mevged with Inmobiliaria El Puenie, CIE Barriz, S.L. Hokdirg company Mexico 100.00%
S.A de CV. during 20168
Pirkray Ensarnbles de México, SA de CV. CiE Avtometal de México, S.A, de CV. Wanufacte of autormative componen’s Mexico 100.00%
CIiE Celaya, SAPI. de CV. CIE Autpmetal de México, S.A. de CV. Marwfacture of a:tormotive components Mesico 100:00%
Gescrzp Autormetz! de Mexico, S.A. de CW. (%) 2 Autometal de iéxico, S.A. de CV. Scrag business Mexico 30.00%
Gescrap Autometal Mexico Servicics, SA, deCV. Gescrap Avtometal de Mexico, S.A, de CV. Services and installations Mexico 30.00%
Pinturz, Spzznparo y Monkaje, S.API. de CV. CIE Autometal de México, S.A. de CV. Manufaciure of aitomotive corponents Mexico 100.00%
Mag:uinacos Automotrioes y Talieres industriales de Ceiaya, SA. de C.V, CIE Autometal de México, S.A de C V. anufaciure of automotive components Mexict 100.00%
CIE Beriz Méxioo Senvicios Administrativos, S.A, e CV. CEAutometz! de México, SA. de V. Services and installations Mexico 100.00%
Nugar, 5.A deCV. CIE Autpmetal de México, S.A. ce CV. Manufactine of automoiive componerts Mexdco 100:00%
Pescaser de Mexico, SA. de CV. CIE Autometal de vidxico, SA de CV, Services and instzilations Mexico 100.00%
Servicat 8. Cont, Adm. Y Técnions, S.A. de V. CIE Autometai de México, SA deC V. Services and instal ations Mexica 100.00%
CIE Automotive, USA. Inc (*) CIE Autornetal de México, SA. ca TV, Services and installations Usa 100.00%
CIE Automotive USA Investmeres CIE Asbornotive, USA Inc Hokdirg company USA 10C.00%
Century Plastics, Lic CiE Autometive, USA inc Warufacture of automotive compenenis USA 100.00%
Century Plistics Real Stte Holdings, LLO(T Centrary Plastics, Lk Real state comparsy USA 100.00%
Newgor, inc®) (1) CIE Autornotive, USA Inc Holding comgarry Usa 100.00%
Owossa Realty, LLC (1) Newoor, Inc Real state compary LiSA 100.00%
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Conunna Realty, Corp, (1) Mewcor, Inc Real state compary USA 100,00%
Clifford Reatty, Com. (1) Newcar, Inc Real siate company LA 106.00%
Machine, Tools and Giear, Inc (1) Newoor, Inc Manufaciure of autonoiive components UsA 100.00%
Rochester Gear, Inc (1) (9) Neweor, Inc Manufachu2 of automative components LsA 100.00%
Participaciones Intemacionales Autometal Dos, $.L.U.{*) CIE Bemiz, 5.1 Holding cormpany Bizkaia 100.00%
PLA Fosging Produds, S.LUL Participacionss Inlemacionales Automesal Dos Holding company Bizkaia 100.00%
SLE,
Mazhindm CIE Automative, Lid, {4}(12) Participacianes Intemacionales Autometal Dos Manufacture of automotive- components India 51.38%
SLU.
Stokes Group Limited (% Mahindra OF Automative, Lid. Manufacture of autornotive companents UK 51.38%
Stkes Forgings Limised Stokes Groug Limied Manufaciure of automative companents UK 51.38%
Stokes Forgings Dudley Limited Stokes Group Limited Manufacture of autorotive components UK 51.38%
Mahirira Forgings Europe AG (%) Mahindra CIE Automative, Ltd, Holding cormpany Ciammany 51.38%
Gesenlschmiede Schneider GmbH Mahindra Fargings Europe AG Manufacture of autormotive components Germany 51.38%
Jeco[elinghaus GmbH Mahindra Forgings Europe AG Manufacture of automotive components Genmany 51.38%
Fakenwgth Urnfonmiechnik GmbH Mahindra Forgings Europe AG Manufacture of automedive components Germany 51.38%
Schonewalss & Co. GmbH Mahindra Forgings Europe AG Manufacture of auttenotive components Genmary 51.38%
CIE Galfor, SALUL (% Mahindra COF Automotive, Lid. Manufacture of autornative compenents Orerse 51.38%
CE Legazpi, SA L. CIE Galfor, 5AL. Manufacture of avtorative components Gipuzkoa 51.38%
UAB QELT Forge GiF Galfor, SALL Manufacture of autornotive companents Lithuania 51.38%
Galfer Edlica, S.L. {IE Galfor, S.ALL Eledicity production and sake Orense 12.85%
Metalcastello $.p.A. (*)6) CIE Galfor, S.A.U. Manufachare of automative componerts Ialy 51.38%
BillForge PviLid (%) Mahindra OF Autornotive, Lid, Manufaciure of automoative component India 51.38%
BiliFonge de Mexico S de RL de C.V. BillForge Putitd Manufacture of autometive components Meico 51.36%
BF Precision Pvt. Lid. BillForge PV Lt Manufacture of automotive components India 51.38%
Bionor Beranevilla, S.LU. CIE Berriz, S.L. Biafuel produdion and sale AlavalAraba 100.00%
Biosur Transfamacisn, S.LL. CIE Beniz, S.L. Biofuel production and sale Hueha 100.00%
Comtube 5., (%9 (in liguidation) CIE Beniz, S.L. Biofuel procuction and sale laly 80.00°%
Glycolee s.r.. {domany Comlubes.r.l Production and masketing of glycerine Haly 40.80%
Biogombustbles de Guaternala, S.A. CE Beniz, 5. Agrobiotechaology Cuatemala 51.00%
Gestién de Aceites Vegetales, S.L. (4 CIF Beyriz, S.L. Marketing of fatty oils Madrid 88.73%
Reticlado de Residuos Grasos, 5.1, Gestidn de Acsites Vegetales, 5. Marketing of fatty oils Madrid - 88.73%
Reciclados Ecolgioos de Residucs, S.LLL CIE Beriz, 5.L. Marketing of fxtly oils Alicante 100.00%
Recogica de Aceftes y Grasas M Sl CIE Beniz, S.L. Merketing of atty oils Barcelona 51.00%
Bicdiesel Meditarrdnec, S LU, GE Berriz, S.L Biafisel produdion and sale Alicante 10000°%
Denat 2007, S.LU. CIE Berriz, 5. Manufactue of autormative components Vign 100,00%
Inclustrias Arnaya Tellera, SAL. CIE Berriz, S.L. Manfacture of aufomotive companents Bizkaia 10000%
MAR 5K, sr.o. QE Beniz, 5.L. Manufacture of avtormotive components Slewakia 100,00%
Autacon: Camponentes Automatives <o Brasil Lich, QE Benriz, S.L. Manufaciure of automotive components Brazil 100,00%
GAT Miéxico, SA, de CV. CIEBeriz, 5.1 Marufacture of awdomalive components Mexico 100.00%
Advancert Conort Systerns Ibérica, S.LLU. CIE Avtomotive, SA. Manufachwre of automaiive components Orense 100.00%
Advanoad Comfort Systerms Fanoe, SAS, ™) CiE Autormiodve, S.A. Manufactur: of automoiive components France 10000% .
Adhvarced Comfort Systems Romania, S.RL. Advanoed Comfort Systems Niance, SA.S. Menufaciure of automeaiive componen's Romania 100.00%
Advanced Comfort Systems Advarced Coefort Systemns France, SAS. Manufaciure of autometive components Mesico 100.00%
México, SA deCV.
Advaricad Comiort Systems Shanghai Co. i, Advanced Cormfort Systems France, SAS. Mandachine of aukornative components Chira 100.00%
SC CIE Maircon, S.A. CiE Berriz, 5.1 Marufacure of autornotive components Romaria 100.00%
CiE Autorrotive Par's (Sharghal Ca., Lid. QEBeniz, S.L Manudacture of aulomotive companents China W0.004%
CIE Avtomotive Rus, LiC CIE Bariz, S Manufacture of automative companerts Russia 100.00%
Cilohal Deinion Aooess, SA. (% CIE Automoiive, 5.A, Holdirg company / Technological Solutions and Bizkala 50.01%
Services
Daminior: Indusiry & Infrastructures, S.L. (") Global Dominicn Access, SA. Technalogica! Solutiors and Services Barcelona 50.00%
Dresclebe, S.A. de CV. Dominion Indusiy & irfrastructures, S.L Tedhnological Solutions anc: Services Mexico 49.00%
E! Safvador Solar 1, SA. de Cv. Dominion Incusiry & infrastructunes, 5.1 Technclogical Salutiors and Services £l Sahador 40.00%
£l Salvadar Solar 2, 5A, de CV. Daorrinion Industry & Infrastructums, S.L Technoiogical Solutions and Services El Salvacor 40.00%
Montelux, SRIL. Domirion Incustry & Infrastructures, 5. Technologica' Solutions and Services Dominican 35.00%
Repubdic

Abaeai S.PA, Diominion industry & Infrastruciures, S.L. Technologicat Solutions and Services Chile S0.00%
Rovello SPA Dominion Incustry & Irfaskuctures, S.L. Technological Solutiors and Services Chile 50.00%
Pmerte] 5,P.A, Dominfon Industry & Infrastruciures, 5.1 Technologieal Sclutions and Services Chile 50.00%
Rosina! S.PA. Oernirion industy & Infastucthues, 5.1, Technological Sokutions and Services Chile 50.:00%
Dominiaz: Energy, S.LUL (% Global Dominion Access, S.A. Technologica! Solutions and Services Bizkaia 5001%
Dlominian Ene'gy México, SA de CV. Dorrinian Enesgy, S.LLL Technologica: Solutiors and Services Mexico 50.00%
Dominion Centoamericana, 5.A. Dominion Enesgy, S.LU. Technological Sofutions anc! Senvices Panama 50.01%
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Dominion Ectador Niec, SA. Deminion Enagy, S.LL). Technoiogical So'utions and Services Ecuador 49.95%
BAS Project Corporation, S.L Derninion Energy, S.LU. Technclogical Solutions and Services Bizkaia 8A2%
Dominion instalaciones y Montaes, SALL (%) Global Daminion Access, SA. Technological Sotutions and Services Bizkaia 50.01%
E.C.i. Telecorn Ibérica, SA. Dorrinion {nstalaciones y Montales, S.A.L. Technological Solutions and Services Madrid 500%
interbox Tachmology, 5.1 Dorrinion Instalaciones y Mortajes, S.A.LL Cormmescial servioes Bizkaia 3751%
Daminion West Africa, 5.L Dorriniar: nstalaciones y Morttajes, S.A.L. Commercial servioes Bizkala 50.01%
Daminien Honduras, SR.L, Dorninion Instalaciones y Montajes, SAL. Technological Saiutions and Services. Honduras 49.01%
Dominicn Investigacién y Desarmollo S.LLL. Global Dominion Acoess, S.A. Technological Soiutions and Services. Bizkala 50.01%
Dominion Tecnclégica, Lids, former Halégica Tecnalogla, S.A] (%) Global Dominion Access, SA. Technclogical Soiutions and Services. Brazil 50.00%
Dominion Instalagoes & Maniagnes do Bresil L Dorninion Tecnolégica, Lida. Technclogical Solutions and Services Brazil 50.00%
Mexicana de Eledrénica Industrial, S.A. de CV. (%) Global Dominion Access, SA. Technological Soiutions and Services. Mexico 50.00%
Cominion Tenalogias de la Informacidn, SA. de CV, Mesiicana de Electrdinica Indusirial, S.A. de CV, Technological Solutions and Services Mexico 50.00%
Dominion Baires, SA. Global Dominion Aocess, S.A. Technelogical Saiutions and Services Argentina 4751%
Dorninian SPA Global Domynion Access, S.A. Technological Salutions and Services. Chile 50.01%
Dominion Pert Soluciones y Servicios S.A.C. Global Dom!nion Acoess, S.A. Technological Solutions and Services Peru 49.51%
Visual Line, S.L. Global Doménion Access, SA. Technclogical Soutions and Services Bizkaia 2751%
Sociedad Concesionaria Chile Salud Siglo XXI S.A. Global Dominion Access, SA. Technelogical Solutions and Services Chile 15.00%
Beroa Thermal Energy, S.L. (%) Giobal Dominion Access, S.A. Holdirg compary Bizkaia 50.01%
Dominion Global France, SAS former Beroa France SAS) Berca Thermal Energy, SL. Industrial services France 50.01%
Steeloon Chimneys Eshieng A/S (1) Beroa Themal Energy, S.L. Inclustrial solutions Derwnark 50.01%
Steelcon Slovakia s.r.o Steelcon Chimney Esjberg AS Inclustial solutions Siovakia 50.01%
Darmiinion Global Pry.Lid, Beroa Thermal Energy, S.L. Industrial solutions and servioes Australia 50.01%
Bexoa Corporation LLC (%) Berca Themal Energy, S.1. Holding company LisA 50.01%
Commonwealth Dynamics Inc (%) Berca Corporation LLC Incustrial solutions LSA - 50.01%
Commornwealth Power (ndia), Private Limited Commonwealth Dynamics Inc Industrial soluions India 5001%
Commorweaith Dynamics Co. L. Commonwealth Dynamics Inc Industrial soluticns Japan 300%
Commomwealth Constructors Inc Beroa Comporation LLC Industial soluions UsA 50.01%
Commorwealth Dynamnics Limited Beroa Corporation LLC Industriai solutions Canada 50.01%
Commorweath Power Chile, SPA (i quidation) Beroa Comporation LLC Industrial solutions idommant) Chile 50.01%
International Chimney Comparation (*) Beroa Corporation LLC Incustrial solutions LISA 50.01%
Capital International Steel Works, Inc. International Chimney Comoration Inciustria! soltions USA 50.01%
Intermationz: Chimney Canada. 'nc. Intemational Chimney Corporation Incdustrial soludions Canada 50.01%
Kamena international Chimneys LLC {8) Berpa Comporation LLC Indlustriai sofutions USA 50.01%
Beroa Ibéria S.A.% Besoa Thesnal Energy, S.L. Indiustria! soiutions and services Bizkaia 50.01%
Dominion industry Mé&xica, S.A. de CV. Beroalbéria SA. InciLstrial services Mexico 50.00%
Dominion ndusty de Argenina, SR.L Beyoa Ibéria S.A. Industrial services. Argentina 50.01%
Aitac South Africa Propietary Limitad Beroa Ibéria 5.A. Inciustria! soiutions South Africa 50.01%
Dominion Philippinesinc. (1) Beroa Ibéria 5.A. Inciustria! soiutions Philippines 50,01%
Chirmneys and Refractories Intem. SR.L (% Beroa Themnal Energy, S.L Inclustrial solutions Iy 4501%
Chimnneys and Refractories Intem, S.P.A. Chimneys and Refractories Intem. SRL. Irdustrial solutions {dommart) Chile 45.0%
Chimnays andf Refraciories Intem, Viemam Co, Lzd, (1) Chimneys and Refraciories Ingerm, SR.L Industrial soiutions Vietram 45.01%
DeminionUriseven industrial Services P, Lidl Beroa Thermal Energy, S.L. Industrial services India 2551%
Daminion Industry Amabifa Co. Lid (before Refractories & Clitmneys Construction Beroa Themnal Energy, 5.1 Industrial solutions Saudi Arabia 45.16%
Co Lida) (3)
Berna Technology Group Gmb-L (%) Beroa Therral Energy, S.L. Hekding company Germary 50.01%
Karrera Betonzanlagen und Fahumischer GmbiH {*)fin liguidation) Beroa Technology Group GrmbH Corstruction and sale of cement mixers idormant) Germary 50.01%
HiTIndustristechnik GrbH (1 liquidatiar) Kaweria Betonandagen wnd Fahmischer GmbH Meta welding {donmanl Germary 2601%
Bierum International Lid. Banz Technalogy Group GmbH Indusirial sclutions {dormarg) UK E0.01%
Beroa NeveCIO5 GrbH Beroa Techrdlogy Group GrrbH Industrial services Gemany 50.01%
Beroa Itemaicnal Co11C Beroa Technology Group GrrbH Industrial sevvices Oman 3501%
Berva Refractory & Insulation LLC Beroa Technology Group GrbH Industrial services United Arab 2450%
Emirates

Beroa Nexus Company LLC Beraz Technology Group GrbH Industrial services Qaar 24.50%
Bersa Deuschland GrrbH () Berga Techralogy Group GrrinH Indusirial sowtions anc services CGemary 50.01%
CoémaCarbon Grindirg, B.V. {1} Barga Deutschland GrbH Industrial services Natheriands 25.01%
Kamena Construction Thémique S.A. Bevoa Deutschiand GmbH Industrial services (domaznh France 50.01%
Serva Pols<a 5. Z 0.0 Beroa Deutschland Gmbt Industrial sciutions and senvices Poland 50.01%
Kamena Amliia Co. Lid. Beroa Deutschland GrmbiH Industrial soiutions and services Sauck Ambia 27.51%
ZercaChile Limitada Beroa Deutschland GrmbH Incustrial services (domment) Chile - 5.00%
Burwitz Monmgeservice GmidH Beroa Deutschland GrbH Inchustrial soiutions and sarvices Germany 50.01%
P85 Feueriastay GmbH & Co KG Beroa Deutschland CrbH Industrial soiutions and sarvices Germany 254%%
F&5 Betelligungs GrnbH Beroa Deutschland GrabH Holdirg compary Gerrany 25.51%
Seroa Abu Oba'd Industrial insulation Cormpany Co. W.LL. Beroa Deutschland GrnbH Industrial services Bahrain 22.50%
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Glaksal Near, 5.L.{*) Gilobal Dominion Access, SA. Helding compary Bizkaia 5001%
Daminion Dighal, S.LU. {*)(445) Gilobai Mear, 5.L. Technoiogical solutiors Bizkaia 5001%
Amglifica Mexico, S.A. de CV, Amplifica, S.LU. Technological solutions Mexico 50.00%
Globat Ampliffica Penz, S.A. (1) Ampliffica, S.LU. Technology services Perii 49.51%
Advanced Flight Systers, 5.1 Dom:nion Digital, S.LU. Tectnological solutions Bizkaia 15.00%
Centro Near Servicios Financiercs, S.L Global Near, 5.L. Technological solutiors Bizkaia 11.50%
Dt Informética, SA. deCV, Global Near, SL. Technological solutions Mexico 50.00%
Dominion Smart Innovation, S.A. de C.V. (former Near Technalogies Mexico, SA.  Global Near, S.L. Technological solutions Mexico - 49.93%
deCV)
Bilczn Global Semvices, S.L. (% Globa! Derninion Access, SA. Hokling company Carizbria 50.01%
Euroiogistica Directa Mévil 21, S.LLUL Bilcan Global Services, S.L Commercial services Madrid 50.01%
Tiendas Corexidn, S.LL. Bilcan Global Services, SL Cammerciz! services Cantabria .01%
SurConexidn, LU Bikan Global Services, 5. Commercial sesvices Cantabria 50.01%
Dominion Networks, S.LU. Bilcar. Global Services, 5.1 Technology services Markid 50.01%
Dominion Centro de Conrol, S.L.U. Bilcan Globa! Services, S.L_ Technology services Madrid 50.01%
The Phone House Spain, S.L. (1) Gilobal Dominion Acess, SA. Technology services Madrid 50,01%
Connected Work] Services Europe, S.LU. (1) Giobal Dominion Aocess, S.A. Commerial services Madrid 50,01%
Smart House Spain, S.LU. (1) Gilobal Dominion Aocess, SA. Commercial services Madrid 50,01%
Autokomp Ingenierfa, S.ALU. () QE Autemotive, S.A Services and installations Bizkaia 100.00%
Forjas de Celaya, SA de C.V. Autgkornp Ingenierfa, S.AL. Manufacture of automative cormponents Mexico 100.00%
Narjing Autormotive Forging Co., Lid. Autokomp Ingenierfa, SA.L). Manufacture of autormotive components China 50.00%
Componentes Automotivos Taubaté, Lida (%) Autokomp Ingenieria, S.A.U, Holding company Brazil 100,0%
Autoforfas, Lida. Companenkes Automatives Taubaté, Lida, Manufacture of autornotive components Brazil 100.00%

1 Companies added to consolidation scope in 2017 together with their subsidiaries.

2) Merged in 2016 with CIE Hispamoldes Plastiques, s.a.rl. d’au

3) The shares of Refractories & Chimneys Construction Co. Lida. are 17% owned by Chimneys and Refractories intem. S.R.L. and 83% by Beroa Technalogy Group

GmbH, the group owning a total stake of 45.16%

@ Previously Near Technologies, S.L. merged in 2017 with Tapguo,S.L., Ampliffica, 5.L.U. and Wiseconversion, S.L.

3 Ampiliffica, S.L.U. merged in 2016 with Global Arnpliffica, 5.L. by reverse merger.

& Merged in 2017 with Mahindra Gears Global, Ltd. by reverse merger

7 Merged in 2017 with Naturoil Combustiveis Renovévels, S.A.

{8} Merged in 2017 with Karrena intemational LLC, Ltd. by reverse merger

©) Merged in 2017 with Deco Engineering, Inc.

{10) Merged in 2017 with Grupo Amaya Telleria, S.L.U. and GAT Staff, 5.L.LJ. with accounting effects of January 1, 2017

(amn Merged in 2017 with Alfa Deco, SA.U.

(12) Merged in 2017 with Mahindra Forging Global Mahindra Forgings International Limited, Crest Geartech Lid and Mahindra Gears Transmission Private Ld,
* Parent of all investees listed subsequently in the table.
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1. CIE AUTOMOTIVE GROUP
1.1 Profile of the Group

CIE Automotive (from now on, “CIE” or “The Group”, interchangeably) is an industrial group specialist in high value-added processes,
which develops its activity in two business areas: automotive components and applied innovation.

The business of automotive components encompassed the design, production and distribution of integral services, components and
sub-assembiies for the global automotive market. This is CIE Automotive’s main activity since its foundation.

The business of applied innovation consists on the digitalization of the productive activities of the clients to increase its efficiency by
means of a wide offer of solutions and technological services. This activity depends on Dominion, CIE Automotive's subsidiary since
2011,

1.2 Mission, vision, and values

Mission
We are an Industrial Group specialist in management of high value-added processes:

¢ We have devoted this concept of being a supplier of components and sub-assemblies for the global automotive market,
with an action based on the utilization of complementary technologies and diverse associate processes.

¢ We apply this conception in the management, with an overall view in all the phases of the chain value.

We grow on a sustainable and profitable way to position ourselves as partner of reference across the satisfaction of our clients with
integral, innovative and high value-added competitive solutions.

We look for the excellence on the following commitments:
»  The continued improvement of processes and its efficient management.
*  The promotion of participation, implication and teamwork in a pleasant and sure environment.
s The transparency and integrity in all our actions.
¢ Respect for the environment.
Vision
We aspire to be an:
*  industrial Group of reference specialist in high value-added processes.
Become the example of a socially responsible company by our commitment to:
e People and their fundamental right.
*  Environment, encouraging initiatives to promote greater environmental responsibility
¢ Value creation
* Collaboration with stakeholders
e Excellence in management
We intend to be:
*  Areference within the chain value regarding quality, technology and services.

» A reference within eco-innovation and eco-design.
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Values
People:

¢ Respecting their fundamental rights.
¢  Providing fair working conditions.
e Encouraging
o Theirinitiative, creativity and innovativeness;
o Participation and teamwork;
© Their capability to attain goals and create value;
© Positive attitude to change and continuous improvement.

Environment:

* Maintaining a precautionary approach.
¢ Working to minimize any negative impact.

Transparency in management:

¢ Promoting responsibility, integrity and commitment to a job well done.
*  Making public clearly all relevant data of our activity so that they are known and understood.

Stakeholders:

¢ Promoting honest relationships.
» Respecting their rights.

Legality:
¢ Respecting national and intemational standards.
Honesty, faimess and integrity are the foundation of our values.

1.3 Business units

Automotive components

CIE Autornotive is a supplier of completeness services, components and sub-assemblies for the automotive market.

The Group develops all its line of products across seven basic processes or technologies: forging, machining, aluminium, stamping,
plastic, iron smelting and painting. With them, components and sub-assemblies are rmade for all the parts of a vehicle, such as: engine

and transmission, chassis and sets of direction, and exterior and interior of the vehicle.

The customer portfolio is divided into two big categories: vehicle “s manufacturers (OEMs} and suppliers of the first level (TIER 1). Both

categories represent approximately, to equal parts, 50% of total sales,

Since its creation, the company has been gaining managerial volume in a sustainable way thanks to a unique business model, capable

of avoiding adverse economic cycles and of increasing the profitability for its shareholders every year.
Five differential features support CIE Automotive’s business:

Multilocation
Diversification
Multitechnology
Investrnents control
De-centralised management
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Applied innovation
The Group develops an independent and independent project of innovation applied through its subsidiary Dominion.

Dominion is the multisectorial Smart Innovation group of CIE Automotive. Its mission is to make productive processes more efficient,
either through the complete outsourcing of the same or by the application of solutions based on specialized technologies and platforms.

In the case of setvices, Dominion focuses its activity on the development of powerful technological platforms to improve the qual ity and
efficiency of the benefits given by its resources. For this, it collects a multitude of data that are treated in control centers that alfow
optimizing the management of a multipurpose force and guarantee high levels of quality and safety in the workplace.

In the case of solutions, knowledge of the client and the sector are key. Dominion makes productive processes more efficient by
applying technology contributed by its partners or developed intemally. Added Dominion's financial knowledge and experience in
managing complex projects, complete EPC solutions may be offered. It is what is called a 360° solution.

Dominion conducts business through two operating segments: Services and Solutions:
Differentiating factors

Dominion develops its mission based on a madel oriented to the creation of value called Smart Innovation and that is based on four
dimensions, very similar to those that have supported the success of its CIE Automotive matrix. These four dimensions would be the
following: Technological focus, Decentralization, Diversification and Financial discipline.

2. EVOLUTION OF THE BUSINESS
21 Summary of the year

Europe:

This is CIE Automotive’s main market. The Group has 42 manufacturing facilities (two of which are multi-technology) in eleven
countries: Spain, France, Germany, Italy, Portugal and the UK in Western Europe and the Czech Republic, Lithuania, Romania, Slovakia
and Russia in Cenitral and Eastern Europe. It also has cne factary in Morocco.

CIE Automotive's European plants have increased their turover by 15.0% thanks to the high level of recruitment and the start-up of
new projects. Traditional market plants maintained their dynamism, with an EBITDA of 16.4% and EBIT of 10.6%, while the Mahindra
CIE recovered the operational normality and confidence of their customners, significantly improving their margins to reach a EBITDA of
13.4% and EBIT of 5.0%.

NAFTA

CIE Autornotive has production centers in 15 locations in Mexico and the LS., which serve the light-vehicle NAFTA market and, to a
lesser extent, Brazil, Europe and Asta. its evolution is the most profitable of the group and its growth potential, one of the largest in the
worid. During 2017, the group reinforced its presence in the U.S. with the purchase of the American company Newcor. It also began
production in Mexico of stamped and assembled components for electric vehicles, as well as growing in stamped products for brake
systems.

Asia:

CIE Automotive has 21 plants in Asia {one of them multitechnology). The presence of the Group in India comes from the alliance with
the Indian group Mahindra and Mahindra Ltd., which gave rise to the Mahindra Group CIE. India is one of the development engines of
the region and China, the world's leading car producer. Currently, CIE Automotive has a productive capacity in 21 locations, 18 in India
and 3 in China.

With the integration of Bill Forge's Indian plants and new projects in China (especially Nanjing forging), CIE Automotive continued to
increase its margins. The group hopes to continue to improve its results on the continent, given the significant growth of these countries.



CIE AUTOMOTIVE, S.A. AND SUBSIDIARIES

DIRECTORS' REPORT FOR 2017
{Thousand euro)

Brazil:

The 12 Brazilian plants of CIE Autornative (three of them multitechnology) are focused on the manufacture of plastic components,
stamping, forging, iron casting, aluminium injection and machining, being especially competitive in technology of Plastic, body-color
paint and chrome. In Brazil, one of the key markets in recent decades for its projection, the company has productive centers in 12
focations, The position of CIE Autornotive has been consolidated in recent years despite the plight of the country, partly because of the
closure of a multitude of local suppliers, who have not been able to survive the crisis. It is worth mentioning the opening of a new line
of paint on the CIE Autometal headband.

Solutions & Services:

The most relevant milestones on the evolution of Dominion's business would be the following:

Consolidation: Throughout the 2017 ongoing projects have been successfully completed, strengthening the perception of Dominion,
by customers, as a highly reiiable company. In parallel, the integration of the companies acquired in 2016 has been completed,
reorganizing their activities around the Dominion Divisions and, all this, always rmaintaining a permanent focus of control and
improvement of the margins of the projects or services provided by the Group.

Fulfillment of objectives: all this has made it possible to advance in line with what was expected in the different objectives set out by
Pominion in its medium-term guidance, both in terms of resuits and balance sheet balance. It is also worth menticning the acquisition
of The Phone House, the leading Spanish distributor of multi-operator telecommunications services, which reinforces Dominion's offer
in the B2C field. Likewise, the syndicated loan subscribed in 2016 has been renewed, achieving not only the extension of the same, but
also significant economic and term improvements.

Sowing for the future: with a differentiaf offer in the field of industrial maintenance, based on the proven ability of Dominion to create
digital platforms aimed at making the process and the different resources involved more efficient and obtaining the optimal "ticket". On
the other hand, Dominion has also focused on taking advantage of cross-selling opportunities derived from its great diversification: a
wider and more complete offer, a comprehensive and modular proposal for the digitalization of the industrial world and transfer to the
B2C world the experience in B2B.

2.2 Financia!l indicators:

CONSOLIDATED GROUP:

(Thousand euno) 2017 2016
Consolidated revenue 3,724,458 2,879,042
Gross operating profit/loss-EBITDA 530,416 407,470
Net operating profit/(loss-EBIT 376,178 279,326
Profit/{loss) before taxes cont. adt-EBT 333,469 251,255
Profit/lloss) for the year cont. act. 258,233 201,770
Profit/{loss; on discontinued operations 77 (11,567)
Profit/{{oss) aitributable to nan-controlling interests {(42,748) (27,853)
Profit/{lass; atiributable to parent Company 215,408 162,350

Business performance:

Once again, historical record of sales, EBITDA and net result. Sales grow 29% over the same period of the previous year, EBITDA 30%
and net result reaches 215 million euros, 33% more than in 2016.

2.3  Predictable evolution of the Group

In 2017, CIE Automotive has continued to develop its activity according to the lines outlined in the strategic Plan 2016-2020, which
envisaged doubling the net profit via organic growth, surpassing the 260 million euros in 2020 and allowing a Remuneration to
Shareholders of more than 300 million euros over the period.

Thanks to the good results obtained in 2016, the CIE Automotive Group has indicated during 2017 that it will advance to 2019 the
commitment to double the net profit in five years, as it was announced in the General meeting of shareholders held on May 4, 2017.
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Market backdrop

2017 has been a very positive year for the automotive sector, with the exception of the US. America, with gratifying prospects in
Europe, Southem Asia, the Middle East/Africa, South America and China. Worldwide production of vehicles in 2017 reached 95
million units, production slightly higher than the initial forecast of the year, representing a growth of 2% over the production levels of
2016.

Global sales also grew 2% to 94.43 million units. The Chinese market, with a volume of 28.5 million (2% more than in 2016)
continues to be the great driver of this year-on growth. However, sales in the United States, even with the positive effect on the sales of
Hurricanes Harvey and Irma, experienced a decrease of 2%, to be placed in 17.2 million units. In addition, sales in Mexico had a
decrease of 4%, after 3 consecutive years of relevant growth, to be located in the 1,530,000 of units. Finally, Europe continues to
recover from previous years, with an annual growth of 4% until reaching the 20.4 mitlion of units sold.

Trends in the vehicle industry

The vehicle industry is being shaped by a series of trends that are destined to have a significant impact on the automotive parts industry:
- Electric vehicles

- Autonomous Driving (A.D.)

- Industry 4.0

Dominion in its environment

Dominion’s activity depends fundamentally on the dynamism of the economy in the different sectors and geographical areas in which it
operates. Given that it is a global supplier, its evolution is marked by the evolution of the world economy.

By 2018, expectations are very positive in all sectors and geographies, in line with the economic expectations that, in a generalized
manner, reflect the forecasts published by the most recognized economic institutions.
There are in particular three factors that significantly help reaffirm this growth potential:

- Development of cross-selling or cross-sefling.

= The Service must be the continuation of the borrowed Solution.

- Transversality, understood as the ability to bring best practices in the optimization of a process from one sector to another, such

as the ability to expand the services that could be provided by the same plant.

In a broader scope, it should also be noted that the medium term Guidance of the Dominion is expected to reach a tumover of 1,000
million euros and improve the company's main profitability ratios by two points.
24  2016-2020 Business Pian

Last year, CIE Autornotive unveiled its new 2016-2020 Business Plan to the market, undertaking to double net profit to over €250
million within five years' ime by means of organic growth.

Lines of initiative
CIE Automotive has pledged to pursue the following lines of initiative and deliver the targets associated with each:
a) QOrganic growth:

The Group marks a series of growth objectives derived from the increase in the presence in markets and customes, through the
realization of greenfield projects, that is, the creation of new plants or expansion of existing facilities.

b} Mé&Aded growth:
The plan plans to integrate new companies, which will report around 1 billion of additional billing (700 million euros in
automotive and 300 million euros in Smart innovation), maintaining a DEN/EBITDA ratio of less than 2 at the end of the period.

In this line, CIE Automotive's automobile business signed a contract for the acquisition of the total share capital of the American
company Newcor in March 2017 (see section 1.3.2. Economic results) and was made with almast all the share capital of its
Brazilian subsidiary Durametal.
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Sustainability

The 2016-2020 Business Plan includes the initiatives contemplated in CIE Automotive's Corporate Social Responsibility Plan,
embracing the action plans envisaged in the 201 5-2018 Sustainability Plan.

This plan sets the following targets:

Supporting CIE Automotive's Business Plan and mitigating reputational risks.
Enhancing the Group's CSR positioning,

Increasing non-financial information controls and security.

Responding appropriately to customer needs in the CSR area.

Capturing new talent to facilitate growth.

Mitigating supply chain risks.

Responding to good govemance regulatory requirements and recommendations.

Based on CIE Automotive's current level of readiness and prioritisation in terms of their impact on the organisation, the following
initiatives were undertaken in 2017:

Consolidation of CIE Automotive's ethical framework to ensure knowledge, foliow-up and compliance with the Group's
standards of conduct in all countries where they are present, with the distribution throughout the organization of the Code
of Conduct approved in December 2015 and recaliing the existence of an ethical channel (channel of complaints).
Commitment of all plants with the human rights policy of CIE Automotive.

Inclusion in the web of certain corporate policies that are faculty of the Council to guarantee the fulfilment of the law of
companies of Capitat and to reinforce thus the nomative framework of CIE Automotive.

Systematization of the process of identifying the expectations of the groups of interest and alignment with the particularities
of each of the geographical areas in which CIE Automotive has a significant presence and its business strategy. Therefore, in
2017 an analysis of matetiality has been canied out.

Consolidation of the fiscal strategy and the associated reporting model, which allows the board of directors to ensure the
proper functioning of the fiscal compliance function, which wift result in the mitigation of tax risks.

integration of ESG (environmental, social and governance) risks in corporate procedures related to supply chain
management with a twofold objective: effective management of social and environmental risks of suppliers and risk
rmanagement Reputation associated with them.

First steps to establish an eco-efficiency Plan, including a follow-up model with specific plantlevel reduction targets and a
reporting system for this information that will enable you to track your performance.

Global collection of donations and contributions to the Community carried out in all the countries where CIE Automotive is
present, thus helping to reinforce the social action management model.

Other lines of initiative are in the process of implementation; they are related to integrating ESG criteria into the growth, employee
training, risk identification and management efficiency processes, among others.

3. QUALITY AND ENVIRONMENT

The Group CIE Automotive, as company with vision of future, in correspondence with the principle of sustainable development, is
permanently committed with respect to the environment in all its activities. This commitment, clearly explicit in its declaration of
mission, vision and values, is fully integrated in their management mode.

The Group supports his bet for being kept as leader of ecodesign of products for the market of automotive, in the same way that
Dorminion is a bet decided on the sustainability and for prornoting businesses that try an improvement of different aspects the reduction
of the environmental fingerprint and consumptions of matters of the companies for that it develops projects, as weil as a major job safety
and the support to the social development in the zones in which it has presence.
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The Group works to support the necessary balance between its industrial activity and its environment. With our attitude of systematic
review, we manage to anticipate and to minimize the environmental impact of our activities from the design of the product. Likewise,
our knowledge about productive processes allows us to decide on what aspects we must focus our efforts to optimize our consumption
of raw materials, energy, water, etc.

CIE Automotive has a last generation system of recycling what allows to re-use intemnally, like example, thousands of tons of shaving
aluminium proceeding from the processes of machining, for the smelting of new pieces or also the scrap, raw material for the fusor
towers.

The water is other of the resources with a more intensive use in the production of pieces that need the processing of materials at high
temperatures. CIE Automotive has own facilities for its treatment and recovery in different qualities to reduce to the maximum its

spillages.
Last generation products with sustainable vocation

CIE Automotive does not bet only for the sustainability in its processes, its commitment is also implicit in its products in which is
working for the substitution of metallic materials for plastic substitute, which lightens the weight and in consequence, reduces the
consumption of the engines. The Group continues investigating the management of the fluids in the environment of the engine to meet
with the protocols of gas emission to the atmesphere.

In this respect, there are projects underway to develap eco-efficient pieces of engine as the lid of butt with a system of blowby gas of the
combustion.

The sustainability in CIE Automotive “s business

CIE Automotive contemplates the goal to tum into paradigm of the sustainability into the sector of the automotive. This market is going
to face serious challenges in the future as the progressive incorporation of ecological engines as response of the increase of the oil price
and the increase of the environmental requirements in the cities. In these new engines, CIE Automotive has much to contribute.

The organization is constantly working within each of its plants to improve different aspects such as reducing the impact on the
environment, increase security in work and social action support in those most disadvantaged areas.

Continuous improvement

Each year, CIE Automotive adds new companies to its foid, making it increasingly important to be able to convey our best practices
wherever they are needed.

Our ability to improve continuously goes beyond the borders of each company and technology class (aluminium, stamping, machining,
etc.,) and is crucial to the transfer of best practices.

The basic indicators in this respect are clearly trending in the right direction, indicating that this process is very much alive and well in
all areas of the management effort.

Certifications
All of CIE Autornotive's factories are certified under the ISO/TS standard that is mandatory in the automotive market.

It is a requirement in the Automotive market that the entire supply chain be certified by a third party, an independent certification body,
in keeping with the standards laid down by ISO/TS 16949 and ISO 14001.

CIE Automotive goes beyond this requirement by additionally committing to certifying all its factories under the OSHAS 18001 health
and safety standard, as is enshrined in its triple certification pledge which is applied to all the new companies it brings on board.
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The table below outlines the certification status of the Group's plants on these three fronts:

Certification CIE plants Certified factories %
ISO TS 16949 86 86 99
1SO 14001 86 73 85
OHSAS 18001 86 45 52
ISCC {*} 1 1 100
{*) international Sustainability and Carbon Certification
Recognition

CIE Automotive received a series of prizes in 2017, having been named best supplier by several leading OEMs.

These prizes endorse and raise the visibility of the work performed by everyone comprising CIE Automotive, motivating us to forge
ahead with our continuous improvement and customer satisfaction efforts.

Key customer awards:

s  Ford, “Best Supplier” to CIE jardim Sistemas

¢  PSA «PSA Best Plant 2017» award to ACS Ibérica, CIE Cornpiegne and CIE Nomma

¢ General Motors has distinguished us as“Supplier Quality Excellence Award” in the following plants: PEMSA Celaya in
America, “Operational Excellence” to CIE Autometal Diadema y “Quality Excellence” to Bill Forge.

¢ Renault “Best Quality Improvement* to ACS France

¢  Siemens “Zero Defect Quality Culture” to MCIE Gears

4, HUMAN RESOURCES

CIE Automotive is aware that its human capital is the base on what to construct its strategy and the management key of the success of
the Group.

CIE Automotive is formed by a great team close to 30,000 people, with a continued growth, and to be facing always new challenges,
have turned us into an organization:

®  Dynamic, innovative, orientated to the change and in constant improvement.

® Plural, where there have content people with all academic levels and experience, from newly titled to the most
experienced.

* Formed for people with passion for leaming, creating and innovating, looking always for a better way of doing things. For
this, people are our major assets. They are those who lead the change, assuming his vital and professional project. In
consequence, we promote the Professional Development in our organization with personalized career plans at all the
ievels,

® Bets on the Permanent training and adapted to our programs of development.

The Group CIE Automotive is characterized by the importance granted to people in the company. Their growth, professional and
personal developments are key for us. We consider the formation and the development to be one of the Props of the Company and a
basic process in the management of the Human Resources.

Because of it, we have a Professional Development Program (PDF} in which the Formation and Evaluation is an essential tool to
advangce towards our Vision.

Through the Professional Development Program, the Group offers all the tools and possible opportunities of professional growth to its
employees, and this one is also the axis around which revolves the Model of Persons' Management, with which are defined profiles
and skills of its staff, it is evaluated the management of the executives, controls and technical staff, simultaneously the areas of
improvement and the career plans and fornation are designed,
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Once again, in 2017, the Group undertook numerous training initiatives, providing over 610,000 hours of training in the Automotive
business. These activities were analysed continually to ensure strict control over quality and check their effectiveness. The knowledge
acquired by course participants is not only evaluated during the courses but also subsequently, on the job, when a second check is
performed to verify application of the concepts leamed.

In this way, the training work promoted by CIE Automotive has always the guarantee to be aligned not only with the staff needs, but
also with the organization objectives.

Zero Risk

An industral activity like CIE Automotive needs to observe the most demanding procedure of prevention of labor risks. The Group
demonstrates this priority through one of its goals of quality, that of zero accidents.

in 2017, as in previous years, the area of Prevention of Labor Risks has stood out for its formative and prevention effort in areas such as
the safety and ergonomics, with special focus on high-level training for the middle management in which was given numerous hours of
class organized in diverse courses.

At the same time it has been kept a strict intemal audit of the systems of management of labor risks in the plants, observing some
standards over the legal requirements established by the authorities. The sarme level of exigency has been applied at the moment of
valuing, coordinating and certifying the contracts and auxiliary companies that have access to CIE Automative’s facilities, considered in
this respect with the same responsibility toward prevention of risks as any other member of the Group.

CIE Automotive’s plants have continued developing its own plans of prevention of labor risks, main tool and of proven efficiency, to
observe the fulfillment of the comector actions, of reduction of labor accident rate and optimization of the preventive actions.

This host of initiatives translated into growth in the number of the Group’s plants certified under the OSHAS standard (to 45),
evidencing the commitrment to the prevention of accidents in the workplace and the effectiveness of its strategy in this area.

As every year, CIE Automotive continues taking part actively and is a distinguished member of one of the more important assocfations
and forums dedicated to the prevention of labor risks, as the Forum Guipizcoa of Prevention of Labour Risks (ADEGI) or the Committee
of Prevention of the employer from Alava/Araba (SEA).

Internal communication

In the same way CIE Autornotive supports a transparent communication with the sector, the authorities and the company, intemally it
has different tools that allow, not only to transmit the news and refevant facts of its activity between its own personnel, but to share a
corporate common culture, based on the same values and aims, as well as the best practices.

Not only through satisfaction surveys, tool that allows the direction to know the efficiency of the policies developed in different areas,
but also through the Portal CIE Automotive, that continues being a fundamental element for the internal communication, and an
internal magazine “Noticias”, which provides every six months the innovations of the company, the company has supported its effort
for having all its professionals informed about its activities of training, new techniques and technologies, as well as on the intemational
experience of the Group.

Number of employees
The number of employees of the group CIE has doubled in the recent years, being the numbers to closing of each exercise:
2010 12,352 |
V201 14,335
2012 16,284
2013 18,435
2014 { 23,528
| 2015 ; 22,820
[ 2016 ' 26,083
| 2017 30,961
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The distribution of sexes is, to the closing of 2017:

1 Men 82% |
i Woman 18% |

5. OTHER NON FINANCIAL INFORMATION

The infarmation contained below gives response to Royal Decree-Law 18/2017 transposing the non-financial information directive and
is part of the management report that accompanies the consolidated annual accounts of CIE Automotive, S.A. corresponding to exercise
2017,

The risks identified here, as well as the controls and policies developed for its mitigation, are the basis on which the Annual Report
published on the corporate website of CIE Automotive, S.A. is produced.

Thus, the annual report is part of the results illustrated in the information presented here for, in accordance with the matertality defined
therein, to carry out indepth development of the different relevant aspects.

5.1 CIE Automotive's business model

CIE Automotive is a supplier of components and subassemblies for the global automotive market, with a peformance based on the use
of complementary technologies and various associated processes, specializing in the management of high value-added processes.

Honesty, fairness and integrity are the basis of the values on which CIE Automotive's activity is based and the axis of its sustained and
profitable growth.

CIE Automotive develops its component and subassemblies manufacturing activity in 17 countries from seven basic processes or
technologies, which sells both to automotive manufacturers (OEMs) and to word-class component Industries (Tier 1) worldwide.

Since 1996, the Group has been growing and increasing profitability for its shareholders year after year thanks to a business model
based on five pillars: multilocation, commercial diversification, multitechnology, investment discipline and decentralized management.
5.2  Riskidentification process

In order to identify the topics to be discussed in the Annual Report, an analysis of materiality has been developed with the advice of an
independent external firn (Deloitte), in which environmental, social and good Govemnance (ESG} issues have been identified more
Relevant to the automotive business and its interest groups by consulting intemal and extemal sources.

The analysis of materiality camied out has also served to evaluate the strategic Plan of RSC 2015-2018, taking into account the topics
currently relevant to CIE Automotive and its extemnal context, with the objective of verifying that it is still working in the Right direction.

The analysis of materiality has been carried out in two phases:
1st phase: external and internal analysis of the hot topics in ESG matter
This first phase was aimed at determining those issues relevant to CIE Automotive and #ts interest groups in ESG matters.

Externally, we analyzed the hot topics in the media, the best practices of the sector, the requirements of the main clients, the revision of
the objectives of sustainable development (ODS) and the information required by the CSR analysts, as well as the Updating GRI
reporting Standards.

Internally, we assessed the follow-up to the 2016-2020 strategic Plan, the Code of Conduct, the policies of anti-cotruption and fraud and
Control and risk management, the documentation on supply chain management, as well as the Annual Report of 2016,

Phase 2: Prioritization of relevant topics

For the prioritization of the objective results, the extemnal level was counted and weighted the number of times that were published the
topics relevant to the interest groups, while at the internal level CIE Automotive organized a work workshop in which The directors and
managers of the European plants participated as well as the members of the CSR Transversal Committee, where the refevant topics
identified in the first phase were valued. 21 relevant topics were scored on the basis of two scales: the importance for CIE Automotive
and the level of management that today has.

10
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Materiality matrix
As a result of these two phases, an aray of materiality has been obtained in which they stand out in the mast relevant matters for the
automotive business of CIE Automaotive.

5.3  Risk assessment and management

CIE Autommotive has a Risk Management System ( according to its whole Spanish name,and hereinafter, SGR), by which it identifies,
evaluates, monitors and reduces to tolerable levels the risks that can jeopardize the objectives of CIE automotive and create uncertainty
in the market. The SGR is part of the corporate risk Control and management policy and its existence is the responsibility of the Board of
directors, who delegates the audit and Compliance Committee with its supervision and correct operation.

The CIE Automotive SGR makes it reasonable to ensure that all significant risks: strategic, operational, financial and ESG (environmental,
social and govemance) are prevented, identified, assessed and monitored continuously. These risks are approved by the Board of
directors and managed according to the levels of appetite and tolerance to thern.

From the resulting materiality matrix, CIE Automotive focuses its analysis and efforts in the quadrant of higher valuation in both axes as it
collects the essential topics for the company in ESG matter.

Below are a series of reflections on these essential issues, considering them in different environments: business, environmental, social
and govemnance. In the Annual Report published on the CIE Automotive, S.A. comporate website, you can find a greater detail about the
cumrent management of CIE Automative.

A. Business environment

The main magnitudes relating to the market environment are explained in paragraph 2.3 of this management report.
Innovation and efficiency

The trends that affected and influenced the automotive components industry during 2017 were as follows:

Electrification: The new emission regulations around 95g of CO2/km and measurements based on actual driving
conditions will require the progressive electrification of the vehicle's thrusters. Limited material resources and
increased prices around lithiumvbased battery materials could support the expansion of plug-in hybrids versus purely
electric vehicles, as they could contribute to the achievement of Pollution targets of large cities, maintaining the flexibility
for long distance travel, in addition to making more sustainable use of some specific materials neaded for batteries.

However, in response to the data presented by {H$ Automotive, the global production of internal combustion vehicles will
be increased by 10 million of annual units between 2017 and 2024.

Autonomous Driving (A.D.): partially self-contained vehicles will be avaflable from 2020, and most automobile brands offer
this technology. Until then, advanced driver assistance systems will be preparing drivers and regulators to the reality of the
selicontained vehicle. The European Union has defined the year 2030 to reach the full level 5 AD., combining
communication between the in-vehicle intelligence, vehicle-to-vehicle and 5g-smart grid.

- Industry 4.0: After 100 years of automobile assembly fines and 45 years using robots in our industry, CIE Automotive s
immersed in a new change. The production plants will not only be connected to each other but also to the human being.
Production devices will be incredibly powerful through advanced analysis and automatic feaming, This will increase the
reliability and available production capacity of your equipment, improve your quality and supply chain performance.

Customer Satisfaction Assessment

For CIE Automotive, customer satisfaction means not only meeting their needs, but exceeding them. It is a global concept present in all
its activities, from the conception of the product to its final delivery. This is expressed in the process map, which places the client at the
origin and at the end of all the performances. It is also included in the policy of quality, environment and risk prevention, where it is
established that the group is located where the customer needs it, gives you what you need when and how you need it and adds added
value in all your activities. In the face of any deviation, CIE Automotive quickly reacts to minimize its impact.
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Supply Chain Management

Aware of the social and environmental impact of its activity, in 2017 the supply chain area focused its strategy on integrating quality
criteria in the management of its supply chain, turning them into comerstone and CIE differentiating trait. Automotive. At the same tirme,
it continued to improve its model, optimizing its costs and carrying out controls to guarantee the quality and reliability of the supply, as
reflected in the new Global supply Chain Manual published in December 2017.

B. Environmental figures

The manufacture and distribution of components for the automotive industry on a global scale is an activity that inevitably implies an
impact on the environment. To minimize this, the group works to maintain the balance between its activity and the protection of the
natural environment from the design of the product, in accordance with the principles contained in the United Nations Giobal
Compact.

Its environmental commitment-explicit both in the mission, vision and values of the group and in its policy of quality, environment and
risk prevention-translates into the manufacture of products of low environmental impact, in the introduction of measures of efficiency
Energy in its processes and facilities, in the rational use of water and in the proper management of waste.

In 2017, the company continued to advance in the fight against climate change with a series of actions, including the creation of an eco-
efficiency Plan for each productive centre. In addition, it included as a new indicator in the scorecard the environmental cost on sales,

C. Social environment

Through its work as a manufacturer of components and subassemblies for the automotive market, CIE Automotive plays an important
role in the economic and social development of the areas where it operates through employment, the dynamization of the local
business fabric or the Tax payment. It also collaborates with the public administrations and other organizations of each area and invests
in the development of the community through its sponsorship and patronage activities. In addition, CIE Automotive works to minimize
the negative impacts of productive plants and focuses its social programs on the needs and expectations of Jocal development through
various actions, always in line with the principles of the policy of Social Action: Collaboration, transparency, contribution of additional
value, long-temm commitment, joint company-employee commitment and focus on disadvantaged places.

The nearly 23,000 employees who make up the multicultural team of the CIE Automotive’s business worldwide are a strategic asset,
with their dedication and talent contributing to the growth and profitability of the group.

Human resources management is therefore a priority work that is addressed through the Global Resource Plan and in accordance with
the commitments acquired in the Human Rights Policy of CIE Automotive; to offer a decent job, to avoid the practices Discriminatory,
rejecting the use of forced and child labour, facilitating collective bargaining and freedom of association, promoting the culture of
respect and protecting people's health.

These commitments follow the line of universal labour principles recognized in the United Nations Global Compact, to which CIE
Automotive adhered in 2015,

in line with the study of materiality recently realized, CIE Automotive carried out in 2017 different programs of professional recruitment
for young graduates with international vocation, collaborating, among others, with the University of Deusto in Spain, the Universidad
Politécnica de Guanajuato and the agreements with the technological centers of Tlalnepantia, Celaya and Saltillo in Mexico.

D. Govemance Environment

CIE Automotive has an effective corporate governance model for defending its social interest, which complies with intemational
standards and the unified Code of good govemance of listed companies. During the 2017 exercise, it evolved its risk management
system and consolidated itself as a member of Forética's cluster of transparency, integrity and good governance.

This system of govemment is articuiated around a legal framework of its own, formed by the social statutes, the regulations of the
governing bodies (Board of directors, its commissions and General shareholders ' meeting), the corporative policies that regulate the
Relations with stakeholders and intemal standards, including intemal rules of conduct:

- Internal code of professional conduct.
- Internal rules of conduct in the field of securities markets
- Manual of prevention of penal risks
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The principles that inspire the good functioning of the system are defined in the policy of corporate governance. In addition, the process
map, updated in 2017, grants its own entity to compliance and develops the procedural schema.

The goveming body regularly defines and revises the organisational structure of the group at the highest level and delegates to the
management team the responsibility to ensure that the dependent structures have the human and material resources Enough.

For the sake of transparency, both the legal framework defined by the group and the annual Corporate Governance report and the
annual report of the directors ' remuneration are available to interest groups on the corporate website Www.cieautomotive.com, in line
with the technical and legal specifications established by the National Securities Market Commission in its Circular 3/2015, of 23 June.

Fiscal Transparency

CIE Autormotive promotes a responsible fiscal petformance taking into account the interests and sustainable economic development of
the communities in which it integrates, ensuring the proper application of good tax practices and in line with the objective Of
transparency increase marked within the strategic Plan 2016-2020. A reflection of this is the corporate fiscal policy approved by the
governing body in December 2015 and the last fiscal strategy of the group approved by the governing body in December 2017.

In 2017, no significant penalties or fines were received for non-compliance with laws and regulations in the social, economic and
environmental fields.

Cybersecurity

A failure in the security of the information systems has an instantaneous impact on the whole of the company and affects the normal
operation. Moreover, the regulation is increasing {such as the new General regulations on data protection that comes into force at
European level in May 2078) and penalties for non-compliance can severely affect the economic results of the Society. Therefore, CIE
Automotive is doing a great job in optimizing its information systems and in the continuous training of users to avoid as much as
possible risks of this nature.

6. FINANCIAL RISK MANAGEMENT

CIE Automotive has a Policy of Identification and Management of risks, which altows them to identify, evaluate and give response to
eventual contingencies in the development of its activity, which, in case of materializing, might difficuity attainment of the comporate
objectives,

This policy, whose supervision relapses into the Commission of Audit and Fulfillment, identifies the different types of risks that the
company faces - between them, the financials or economics, the contingent liabilities and other risks out of the balance sheet, fixes the
level of risks that are considered acceptable and establishes the opportune measures to mitigate its impact in case it was materialized.
To put it into practice, the company possesses informational systems and internal control.

The procedure of global management of CIE Automotive’s risks is based on the methodology 150 31000, one process of constant cycle
in five phases: identification of the risks, evaluation of the same ones, determination of the response, follow-up of the approved actions
and report of the realized analysis.

Annually, a Corporate Map of Risks is drawn, which contemptates and values not only the risks inherent to the countries, markets and
businesses where it operates, aiso internal operation of the company.

Financial risk factors

The Group’s activities expose it to a variety of financial risks: market risk (including currency risk, cash flow interest rate risk and price
risk), credit risk and liquidity risk. The Group’s overall risk management programme focuses on the unpredictability of financial markets
and seeks to minimize potential adverse effects on the Group’s financial performance. The Group uses derivative financial instruments
to hedge certain risk exposures.

In the broadest sense, the goal of the management of financial risk is to control the incidents generated by fluctuations in exchange and
interest rates and the price of raw materials. Management of these risk factors, which is the responsibility of the Group’s Finance
Department, focuses on the arrangement of financial instruments in order to build, as far as possible, exposure to favorable trends in
exchange and interest rates, subject to compatibility with the mitigation, in part or in whole, of the adverse effects of an unfavorable
environment.
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a) Market Risk
@i Foreign Exchange risk

The Group’s presence in intemational markets obliges it to arange an exchange rate risk management policy. The overriding objective
is to reduce the adverse impact on its activities in general and on the income statement in particular of the variation in exchange rates so
that it is possible to hedge against adverse movements and, if appropriate, leverage favourable trends.

In order to arrange such a policy, the Group uses the Management Scope concept. This concept encompasses all collection / payment
flows in a currency other than the euro expected to materialize over a specific time period. The Management Scope includes assets and
liabilities denominated in foreign currency and firm or highly probable commitments for purchases or sales in a currency other than the
euro. Assets and liabilities denominated in foreign currency are subject to management, irrespective of timing, while firm commitments
for purchases or sales that form part of the Management Scope are also subject to management if they are expected to be recognized on
the balance sheet within a period of no more than 18 months.

Having defined the Management Scope, the Group uses a series of financial instruments for risk management purposes that in some
instances permit a certain degree of flexibility. These instruments are essentially the following:

Currency forwards: These contracts lock in an exchange rate for a specific date; the timing can be adjusted to match expected
cash flows.

- Other instruments: Other hedging derivatives may also be used, the arrangement of which requires specific approval by the
relevant management body. This body must be informed beforehand as to whether or not it complies with requirements for
consideration as a hedging instrument, therefore qualifying for hedge accounting.

The Group protects against loss of value as a result of movements in the exchange rates other than the euro in which its investments in
foreign operations are denominated by similarly denominating, to the extent possible, its borrowings in the currency of the countries of
these operations if the market is sufficiently deep or in a strong currency such as the dollar, insofar as dollar correlation to the local
currency is significantly higher than that of the euro. Correlation, estimated cost and depth of the debt and derivative markets determine
policy in each country.

The Group has several investments in foreign operations whose net assets are denominated in US dollars, exposing it to foreign
exchange translation risk. The exchange risk on the net assets of the Group's foreign operations is mainly managed through natural
hedges achieved by borrowings (loans) denominated in the corresponding foreign currency.

The exposure on the rest of the assets denominated in other foreign currencies in respect of operations in countries outside the
Eurozone is mitigated basically by denominating borrowings in these currencies.

in 2014 and 2013 the Group acquired majority shareholdings in companies located in india, so that from this year on, the trend in the
Indian Rupee wilt be monitored in the same manner as other intemational Group investments denominated in currencies other than the
eLro.

(i} Price risk
CIE Automotive Group is exposed to equity securities price risk because of investments that are classified on the consolidated balance

sheet either as availablefor-sale or at fair value through profit or loss. However, the scant weight of these securities as a percentage of
totat Group assets and equity means that this risk factor is not material.

(iii) Interest rate risk

The Group’s borrowings are largely benchmarked to variable rates, exposing it to interest rate risk, with a direct impact on the income
statement. The general objective of interest rate risk management strategy is to reduce the adverse impact of increases in interest rates
and to leverage as far as possible the positive impact of potential interest rate cuts.

In order to attain this objective, the risk management strategy materializes in the amangement of financial instruments designed to
provide such flexibility. The strategy expressly contemplates the possibility of aranging hedges for identifiable and measurable portions
of cash flows, which enables hedge efficiency testing as required to evidence that the hedgi ng instrument reduces the risk of the hedged
item in the portion designated and is not incompatible with the established strategy and objectives.
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The Management Scope encompasses the borrowings recognized in the balance sheet of the Group and any of its companies. On
occasion, hedges are arranged to cover loans committed and in the final stages of arrangement and which principal on which needs to
be hedged against rate increases.

in order to manage this risk factor, the Group uses financial derivatives that may be qualified as hedging instruments and therefore
hedge accounting, The corresponding accounting standard (IAS 39) does not specify the type of derivatives that may be considered
hedging instruments except for options issued or sold. It does, however, specify the prerequisites for consideration as hedging
instruments. In line with the management of foreign exchange risk, the arrangement of any financial derivative which is suspected not to
comply with the prerequisites for consideration as a hedging instrument requires the express approval of the relevant management
body. By way of example, the basic hedging instruments are the following:

Interest-rate swaps: Through these derivatives, the Group’s segments convert the benchmarked variable interest rate of a loan to a
fixed benchmark with respect to all or part of the loan and affecting all or part of the term of the lcan.

Other instruments: As discussed in the section on foreign exchange risk management, other hedging derivatives may also be used,
the arrangement of which requires the specific approval of the relevant management body. The management body must be
informed beforehand as to whether the instrument meets the prerequisites for qualifying as a hedging instrument and, by extension,
hedge accounting,
Liquidity Risk
The Group carries out the prudent management of liguidity risk, maintaining enough cash and available financing through sufficient
credit facilities. In this respect, the Group’s strategy, articulated by its Treasury Depariment, is to maintain the necessary financing
flexibility by maintaining sufficient headroom on its undrawn cammitted borrowing fadilities. Additionally, and on the basis of its
liquidity needs, the Group uses liquidity facilities {non-recourse factoring and the sale of receivables, transferring the related risks and

rewards), which as a matter of policy do not exceed roughly one-third of trade receivable balances and other receivables, in order to
preserve the level of liquidity and working capital structure required under its business plans.

Management monitors the Group’s forecast liquidity requirements together with the trend in net financial debt.

The Group believes that the on-going initiatives will prevent liquidity shortfalls. In this respedt, it is estimated that cash generated in
2018 will enable payments for the year to be settled with no need to increase the net financial debt.

The Group monitors the Group’s forecast liquidity requirements to ensure it has sufficient cash to meet operational needs while
maintaining enough headroom on its undrawn committed borrowing facilities at all times so that the Group does not breach borrowing
limits or covenants on any of its borrowing facilities.

In addition, the Group is strategically diversifying the financial markets and financing sources as a tool for eliminating liquidity risk and
retaining financing flexibility in light of the situation prevailing in the European financial markets; this strategy has opened up access to
the Brazilian, Mexican and Indian financial markets.

There are no restrictions regarding the use of cash/cash equivalents.
Noteworthy is the existence at 31 December 2017 of €419 million of undrawn credit lines and loans.

Although the standalone figure for working capital is not a key parameter for the urderstanding of the Group financial statements, the
Group actively manages working capital through net operating working and short- and longterm net borrowings, on the basis of the
solidity, quality and stability of relations with customers and suppliers, and comprehensive monitoring of the situation with respect to
financial institutions, many credit lines being automatically renewed.

One of the Group’s strategies is to ensure the optimization and maximum saturation of the resources assigned to the business. The
Group therefore pays special attention to the net operating working capital invested in the business. In this regard, as in previous years,
considerable work has been performed to control and reduce collection periods for trade and other receivables, as well as to minimize
inventories through excellent logistic and industrial management, allowing JIT {just in time) supplies to our customers.
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The Groups' managements controls effectively the expenditure payments periods and the realization of the working capital through an
intensive monitoring of cash flow forecast. Thus, it fulfills with the objective of ensuring that the Company has sufficient cash in order to
face the operative requirements and that maintains all the time enough availability regarding the credits not used, in order not to fail
meeting with the covenants established by financing. Hence, it is estimated that the cash flow generation in 2017 will cover the
requirements for facing up the shortterm commitments, and for avoiding through current acts any tense situation regarding cash flow
position.

b) Credit risk

Credit risk is managed by customer groups. Credit risk arising from cash and cash equivalents, derivative financial instruments and bank
deposits is considered immaterial in view of the creditworthiness of the banks the Group works with. If management detects liquidity
risk in respect of its banks under certain specific circumstances, it recognizes impairment provisions as warranted.

In addition, each segment has specific policies for managing customer credit risk; these policies factor in the customers’ financial
pasition, past experience and other customerspecifics.

With respect to customer credit limits, it should be noted that Group policy is not to concentrate more than 10% of business volumes
with individual customers or manufacturing platforms.

Given the characteristics of the Group’s customers, management has historically deemed that receivables due within 60 days, in the
autornotive segment, and between 120 and 180 in the Smart Innovation segment (Note 5), presenting no credit risk. The Group
continues to consider the credit quality of these outstanding balances to be strong.

c) Raw material price risk

The Group has not a significant risk in raw price variations. In these societies when the risk could exist in market specific situations
(plants of the automotive segments which use raw matenials with market price), the risk is controlled thanks to financing prices
agreements to customers.

7. R&D ACTIVITES

The decarbonisation of transport, electrification, as well as connectivity and the autonomous driving of vehicles are, among others, the
main challenges faced by companies active in the automotive sectar in 2017,

Working on the sustainability of the systemn has led the sector to the current situation of technological coexistence and that of the
coming years, finding the best possible combination between the need for mability, the concept of vehicle and the type of fuel,

Lines of work 2017

CIE Automotive makes heavy investments to analyze market trends, as well as to design and develop the innovative products associated
with these changes in trend. In 2017, with a multitechnology and multi-material approach, we develop projects mainly related to:

- The weight reduction of vehicles.

- The new systems of propulsion and storage of energy.

- The reduction of consumption and emissions of internal combustion engines.

- The efficiency of the facilities.

- The intelligence of the manufacturing processes,

- The use of new advanced materials and the joining processes of dissimilar materials.

Many of these projects are carried out in collaboration with other companies, with the participation of technology centers such as IK4,

developing scientific-technological altiances with agents of the science and technology network such as Tecnalia and collaborating with
local universities such as the UPV-EHU, national and international.

We maintain our presence in regional, naticnal and intemational forums (Chair of the automotive cluster of the Basque Country
ACICAE, members of the board of directors of the National Association of component manufacturers SERNAUTO, members of the
executive committee of the TECNALIA technology center, we continue to participate in the R & D + i and Industrial forums of CLEPA,
EGVIA, ERTRAC, etc).
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We try to align in the best possible way our R + D + i with our business strategy. And that's why our innovation model is designed to
prioritize those projects that can be applied later and can generate new business with the knowledge, products and technologies

developed.

8. TRADING WITH TREASURY SHARES

The movement of treasury shares the year 2017 is disclosed as follows:

31.12.2017
Amount
Number of shares (Thousand eurg)
Opening balance - .
Acquisitions 252,587 4,526
End balanoe 252,587 4,526

No treasury shares were held by the Company as of 31 December 2016. During the first four months of 2017, the Parent Company has
acquired 252,587 treasury shares directly (0.196% of the total voting rights of the Company), which considered as a whole with the
indirect share resulting from the eguity swap agreement signed with Banco Santander, S5.A. in 2014 for the acquisition of 1,250,000
shares (equal to 0.969% of the voting rights), has exceeded the threshold of 1% of voting rights of the company as of 21 March 2017, as
communicated to CNMYV at 22 March 2017.

Similarly, the mandate conferred at the Annual General Meeting of 4 May 2017, whereby the parent company’s Board of Directors is
empowered to buy at any time and as often as it considers appropriate shares in CIE Automotive, $.A. through any legal means,
including acquisitions with a charge to profit for the year and/or freely available reserves, and to subsequently dispose of or redeem
such shares, in accordance with article 146 et seq. of the Spanish Companies Act 2010, is in effect untit 4 May 2022.

9.  AVERAGE PAYMENT PERIOD TO SUPPLIERS

The breakdown of trade payables settled during 2017 and 2016 those pending of payment at the year-end in relation to the legally-
permitted payment terms stipulated in Spanish Law 15/2,010 of 5 of July, is as follows:

Days

2017 2016
Paid operations ratio 78 84
Outstanding operations ratio 82 9
Average payment period to suppliers 71 73

Thousand euros

2017 2016
Total payments made 1,065,764 860,717
Total outstanding payments 764,822 570,255

Although some companies have exceeded the payment term stipulated for national suppliers in Spanish Law 15/2010, since 2016 a
series of measures were rolled out with the aim of identifying deviations by means of ongoing monitoring and analysis of supplier
accounts payable, the review and enhancement of internal supplier management procedures and fulfilment of the terms and conditions
defined in the business transactions subject fo this legislation, updating these terms where required.
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10. STOCK EXCHANGE INFORMATION
Share price gains mimoring business growth

CIE Automotive’s share price performance mirrored the company’s business and eamings momentum, rallying throughout the year,

In a year marked by volatility across the main markets, CIE Automotive's shares gained nearly 31%, peaking at €26.2 and ending 2017
at€24.21, implying a market capitalisation at yearend of €3.1 billion.

Dividend
CIE Automotive maintains its politics to remunerate one thind of the estimated net profit. The Board of Directors approved in December

an interim dividend agreeing the disbursement of an interim dividend charged to 2017 of €0.28 per share. Disbursement was effective
January 5, 2018.

11.  EVENTS AFTER THE BALANCE SHEET DATE

In January 2018 the Group has acquired 100% of the shares of the brazilian company Zanini Industria de Autopegas, Ltda. for a price of
€120 thousand.
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CORPORATE GOVERNANCE ANNUAL REPORT FOR LISTED COMPANIES

STRUCTURE OF OWNERSHIP

A.1 Complete the following table on the company's capital:

Date of latest

modification Share capital (€)

Number of shares

Number of voting rights

06/06/2014 32,250,000.00

128,000,000

129,000,000

A2

State whether there are different classes of shares with different associated rights:

YES

—

[ x]

NO

Give details on the direct and indirect holders of significant interest in your company at the year-end,

excluding Directors:

i g Number of
Number of direct| . ! % total
Name of shareholder voting rights mdire_ct voting | voting rights
rights |
MAHINDRA & MAHINDRA LTD 1] 9,590,706/ 7.43%
ALANTRA ASSET MANAGEMENT, SGiiC, S.A. 0 5,996,351 4.65%
INVERSIONES, ESTRATEGIA Y CONOCIMIENTO GLOBAL 6,450,000 0 5.00%
CYP, S.L.
RISTEEL CORPORATION, B.V. 13,417,021 0 10.40%
CORPORACION FINANCIERA ALBA, S.A. 0 12,900,000 10.00%
. . Through: Name of the direct holder | Number of direct veting
Name of the indirect holder of the interest of the interest rights

MAHINDRA & MAHINDRA LTD MAHINDRA OVERSEAS 9,590,706

INVESTMENT COMPANY

{MAURITIUS) LTD.
ALANTRA ASSET MANAGEMENT, SGIIC, S.A.  |QMC Il IBERIAN CAPITAL FUND, FIL 2,421,161
ALANTRA ASSET MANAGEMENT, SGIIC, S.A.  |QMC Il IBERIAN, S.L. 216,268
ALANTRA ASSET MANAGEMENT, SGIIC, S.A.  |QMC (Il IBERIAN CAPITAL FUND, FIL 337,531
ALANTRA ASSET MANAGEMENT, SGIIC, S.A.  |EQMC EUROPE DEVELOPMENT 2,332,097

CAPITAL FUND PLC
ALANTRA ASSET MANAGEMENT, SGIIC, S.A. |[MERCER QIF COMMON 689,294

CONTRACTUAL FUND
CORPGRACION FINANCIERA ALBA, S.A. ALBA EUROPE SARL 12,800,000

List the most significant changes in the shareholder structure during the year:

. Description of the
Name of shareholder ! Date of the transaction transaction
MAHINDRA & MAHINDRA LTD f 13/12/2017 | 10% share capital
! decrease
ACEK DESARROLLO Y GESTION INDUSTRIAL, S.L. { 13M2/2017 | 20% share capital
decrease
QMC Il IBERIAN CAPITAL FUND, FIL 05/06/2017 | 3% share capitai
decrease
CORPORACION FINANCIERA ALBA, S.A 1311212017 10% of share capital
has been exceeded




A3

Ad

Ab5

AB

Complete the following tables on members of the Board of Directors” voting rights at the company:
Neme of the Director Mg aante | vatmanats | o |
MR. FERMIN DEL RIO SANZ DE ACEDO 25,000 0 0.02%
MR. ANTONIO MARIA PRADERA JAUREGUI 6,450,000 6,450,000 10.00%
MR. JESUS MARIA HERRERA BARANDIARAN 450,000 0 0.35%
ADDVALIA CAPITAL, S.A. 6,450,208 0 5.00%
MR. VANKIPURAM PARTHASARATHY 5 0 0.00%
'ACEK DESARROLLO Y GESTION INDUSTRIAL, S.L. 7,105,182 13,417,021 15.91%
{ELIDOZA PROMOCION DE EMPRESAS, S.L. 12,386,138 0 8.60%

Name of the indirect holder of the interest| Through: Name of the direct holder Number of voting rights
of the Interest

MR ANTONIO MARIA PRADERA INVERSIONES, ESTRATEGIA Y 6,450,000
JAUREGUI CONOCIMIENTO GLOBAL CYP, S.L.
ACEK DESARRCLLO Y GESTICN RISTEEL CORPORATICN, B.V. 13,417,021

INDUSTRIAL, S.L.

% total of voting rights held by the Board of Directors 40.88 %

Complete the following tables on members of the Board of Directors who hold rights about shares in
the Company.

Indicate family, commercial, contractual or corporate relationships among significant shareholders known
to the company, if any, except any that are insignificant and those deriving from ordinary commercial
business:

Indicate commercial, contractual or corporate relationships between significant shareholders and the
company and/or its group, if any, except any that are insignificant and those deriving from ordinary
commercial business:

Indicate any shareholders’ agreements of which the Company has been notified in pursuance of
Articles 530 and 531 of the Spanish Companies Law. Describe briefly, if any, indicating the shareholders
bound by the agreement:

YES [ | NO L X

Indicate any concerted actions among Company shareholders of which the Company is aware.
Describe briefly, if any:

YES NO X

Expressly indicate any change or break-up of those agreements or concerted actions, if any, that
have taken place during the year:

Not applicable.



A.7 indicate any individuals or entities that exercise or may exercise control over the Company in pursuance
of Article 4 of the Stock Market Act. Identify any that exist:

YES | ! NGO X

—_— Y

I OBSERVATIONS .

A.8 Complete the following tables on the Company's treasury stock:

At the close of the financial year:

Number of direct shares Number of indirect shares (*) % total of share capital
252,587 1,250,000 1.16%
(*) Through:
Through: Name of the direct holder of the interest Number of direct shares
BANCO SANTANDER, S.A. 1,250,000
Total: 1,250,000

| EXPLAIN SIGNIFICANT VARIATIONS |

No treasury shares were held by the Company as of 31 December 2016. During the first four months of 2017, the Parent Company
has acquired 252,587 treasury shares directly (0.196% of the total voting rights of the Company), which considered as a whole with
the indirect share resulting from the equity swap agreement signed with Banco Santander, S.A. in 2014 for the acquisition of
1,250,000 shares (equal to 0.969% of the voting rights), has exceeded the threshold of 1% of voting rights of the company as of 21
March 2017, as communicated to CNMV at 22 March 2017.

A.9 Indicate the terms and conditions of the authorization granted by the General Meeting to the Board of
Directors to issue, repurchase or sell treasury shares.

Itis valid until May 4, 2022, inclusive, the mandate given by the General Meeting of Shareholders held on May 4, 2017, whereby
the Board of Directors of CIE Automotive S.A. is authorized to acquire, at any time and as often as deemed fit, shares of CIE
Automotive, SA, by any lawful means, including from benefits of exercise and / or unrestricted reserves, as well as that they can
subsequently sell or redeem thereof, alf in accordance with Article 146 and related provisions of the Spanish Companies Law.

A.9.bis Estimated free float:

%
Estimated floating capital : 35.88%

A.10 Indicate whether there are any restrictions on the transfer of securities and / or any restrictions on voting
rights. In particular, the existence of any restrictions that may impede the acquisition of control of the
company through the purchase of shares in the market will be communicated.

YES [ | NO x

A.11 Indicate whether the General Shareholders’ Meeting has resulted in measures to neutralize a takeover
bid under Law 6/2007.

—

YES X NO i

If so, explain the measures approved and the terms under which the resfrictions would become
ineffective;



A2

At the General Shareholders’ Meeting of CIE Automotive, S.A. held on 23 April 2008, the following arrangement was adopted as a
result of point six of the agenda:

SIX.- Approval of the exclusion of limitations on the action to be taken by the Company's governing and management bodies, and
those within its group, in the terms established by Article 60.bis.2 of Law 24/1988, of 28 July, on the Stock Market and Article 28.5
of Royal Decree 1066/2007, of 27 July.

In accordance with the provisions of Article 60.bis.2 of Law 24/1988, of 28 July, on the Stock Market and Article 28.5 of Royal
Decree 1066/2007, of 27 July, on the public bidding system to acquire shares, stipulate that the limitations referred to by Article
€0.bis.2 and Articte 28.5 of Royal Decree 1066/2007, of 27 July, will not be applicable to the governing bodies at the Company and
the Group in the event that the Company is the targst of a public share offeting presented by a Company that is not domiciled in
Spain and Is not subject to these regulations or their equivalent, including those referring to the rules necessary for the General
Meeting to adopt resolutions or, by an entity directly or indirectly controlled by such a company, in accordance with the provisions of
Article 4 of Law 24/1988, of 28 July, on the Stock Market.

Indicate whether the company has issued securities that are not traded on an EU regulated market.

YES NO

If so, indicate the different classes of shares and, for each one, the rights and obligations conferred.

[

SHAREHOLDERS' MEETING

B.1

B2

B3

Indicate whether there are any differences between the quorums for General Meetings and the
minimums stipulated in the Spanish Companies Law and, if appropriate, explain.
L1

YES NOQ

% quorum different than that
established under Article 194 SCL
for special cases defined by

% quorum different than that
established under Article 193 SCL

for general cases

Article 194 SCL

Quorum required for 1st call

50.00%

0.00%

0.00%

0.00%

Quorum required for 2nd call

Description of the differences |

Articte 13 of the Articles of Association establishes that an ordinary or extraordinary General Sharehoiders Meeting will be
validly called fo order on first call when the sharehoiders present or represented own at least 50% of voting share capital. At
second call, the General Shareholders Mesting shall be validly convened regardless of the percentage of capital in
attendance. However, when an ordinary or extraordinary General Shareholders Meeting is to adopt any of the resofutions
referred to by Article 184 of the Spanish Companies Law, at least 25% of voting share capital must be present or
represented on second call.

As a result, a reinforced quorum is established with respect to Article 193 of the Spanish Companies Law to hold a meeting
on first call (not the case with Article 194 of the Spanish Companies Law).

fndicate and explain, if appropriate, if there are any differences between the system used for adopting
corporate resolutions in the system stipulated in the Spanish Companies Law (SCL):

]

Describe how it differs from the system contemplated in the Spanish Companies Law.

YES NO X

State the ruies applicable to the amendment of the Articles of Association. In particular, the majorities
provided for amending the Articles to will be communicated and, where appropriate, the rules laid down
for the protection of the rights of the partners in the amendment of the Articles.

Regulations applicable to the amendment of the Articles of Assaciation of CIE Automotive S.A. is captured by the Spanish
Companies Law not existing in the Articles of Assaciation differsnt majorities of applicable law or rules laid down for the protection
of members others than those set out in the rules of general nature.



B.4 Detall the figures of attendance at the Shareholders Meetings held during the reporting year and the
previous year;

Attendance figures
I Date of the General % physically | % represented by % distance voters Total
Meeting present proxy Efectrenlc voting Other
26/04/2016 I 67.59% 15.57% 0.00%: 0.00% 83.16%
04/05/2017 64.37%. 16.19% 0.00% 0.00% 80.56%

B.5 State whether any restrictions are established in the Articles of Association requiring a minimum number
of shares to attend General Meetings:
YES || NO | X
B.6 Abrogated section
B.7 Indicate the address and means of access to the company website to information on corporate

governance and other information on General Meetings to be made availabie to shareholders via the
website of the Company.

CIE Automotive,S.A.'s website where it is available the information of corporate governance and other information about the
General Shareholders Meetings is htip://www.cieautomotive.com/web/investors-website.

STRUCTURE OF GOVERNANCE AT THE COMPANY

C.1 Board of Dirsctors

C.1.1 State the maximum and minimum number of Directors stipulated in the Articles of Association:

Maximum number of Directors 15

Minimum number of Directors

C.1.2. Complete the following table with the names of the directors:

. Category of | Position onthe | Date of first Date of last
Name of the Director Representative | the Director Board appointment | appointment Electlon procedure
MR JUAN MARIA 'Proprielary BOARD MEMBER |27/10/2010 26/04/2016 GENERAL
SHAREHOLDERS'
RIBERAS MERA MEETING
ACREEMENT
MR. FERMIN DEL RIO SANZ Exesutive BOARD MEMBER :21/12/2005 | 26/04/2016 GENERAL
DE ACEDO | SHAREHOLDERS'
: [ MEETING
AGREEMENT
MR. ANTONIO MARIA | Executive CHAIRMAN | 24/06/2002 26/04/2016 GENERAL
PRADERA JAUREGUI | SHAREHOLDERS'
| : MEETING
i AGREEMENT
MR. CARLOS SOLCHAGA [ Independent INDEPENDENT  i27/10/2010 26/04/2018 GENERAL
CATALAN COORDINATING SHAREHOLDERS'
DIRECTOR ] {MEETING
| | | AGREEMENT
MR. JESUS MAR[A HERRERA IExecutive CHIEF 21/01/2013 26/04/2016 GENERAL
BARANDIARAN EXECUTIVE SHAREHOLDERS'
OFFICER MEETING
{ AGREEMENT




C1.3.

[ e
" . Category of | Position onthe | Date of first Date of last
Name of the Director Representative the Director Board appointment | appointment Election procedure
MR ANGEL MANUEL OCHOA Independent |BOARD MEMBER |27/10/2010 26/04/2016 GENERAL
CRESPO i ! SHAREHOLDERS'
! MEETING
AGREEMENT
MR. FRANCISCO JOSE Proprietary BOARD MEMBER 27/10/2010 26/04/2016 GENERAL
RIBERAS MERA ’ SHAREHOLDERS'
MEETING
AGREEMENT
ADDVALIA CAPITAL, S.A. 'MRS. MARIA Proprietary BOARD MEMBER |26/04/2007 2610412016 GENERAL
TERESA SHAREHOLDERS'
SALEGUI MEETING
| | ARBIZU AGREEMENT
MR. VANKIPURAM I Proprietary BOARD MEMBER | 04/10/2013 26/04/2016 GENERAL
PARTHASARATHY , : SHAREHOLDERS'
| | i MEETING
‘ AGREEMENT
ACEK DESARROLLO Y MR. !Proprietary BOARD MEMBER |27/10/2010 26/04/2016 GENERAL
GESTION INDUSTRIAL, S.L. FRANCISC_Q ' ' SHAREHOLDERS’
LOPEZ PENA | MEETING
, 1 AGREEMENT
jQMC DIRECTORSHIPS, S.L. | MR, JACOBO ' Proprietary ' BOARD MEMBER | 12/05/2005 26/04/2016 GENERAL
LEANZA | SHAREHOLDERS’
FIGUEROA | | MEETING
! AGREEMENT
ELIDOZA PROMOCION DE MRS. Proprietary 1si VICE 24/06/2002 26/04/2016 GENERAL
EMPRESAS, S.L. GOIZALDE CHAIRWOMAN SHAREHOLDERS'
EGARA | MEETING
GARITAGOITIA : AGREEMENT
MR. SHRIPRAKASH SHUKLA Proprietary BOARD MEMBER {25/06/2015 26/0412016 GENERAL
SHAREHOLDERS'
! MEETING
l AGREEMENT

4
Eotal number of Directors

13

Indicate the ceases that have occurred in the Board of Directors during the year:

Complete the following tables about Board members and their classification:

EXECUTIVE DIRECTORS

Name of the Director Paosition in Company’s organization
MR. FERMIN DEL RIO SANZ DE ACEDO TRANSACTIONS AND M&A
MR. ANTONIO MARIA PRADERA JAUREGUI CHAIRMAN

MR. JESUS MARA HERRERA BARANDIARAN

CHIEF EXECUTIVE OFFICER

Total number of exsecutive Directors

3

Total percent of the Board

23.08%|




PROPRIETARY EXTERNAL DIRECTORS

Name of the Director ! Name of the significant shareholder representsd or that proposed l
I

|
.

the appointment
|MR. JUAN MARIA RIBERAS MERA ;ACEK DESARROLLO Y GESTION INDUSTRIAL, S.L.
iMR. FRANCISCO JOSE RIBERAS MERA iACEK DESARROLLO Y GESTION INDUSTRIAL, S.L.
E_ADDVALIA CAPITAL, S.A. ;ADDVALIA CAPITAL, S.A. i
i‘MR. VANKIPURAM PARTHASARATHY EMAHINDRA & MAHINDRA LTD o
:ACEK DESARROLLS Y GESTION INDUSTRIAL, S.L. }ACEK DESARROLLO Y GESTION INDUSTRIAL, S.L.
QMC DIRECTORSHIPS, S.L. EALANTRA ASSET MANAGEMENT, SGIIC, S.A,
ELIDOZA PROMOCION DE EMPRESAS, S.L. !ELIDOZA PROMOCION DE EMPRESAS, S.L.
iMR. SHRIPRAKASH SHUKLA MAHINDRA & MAHINDRA LTD :
Total number of proprietary directors I 8
Total percent of the Board | 61.54%

INDEPENDENT EXTERNAL DIRECTORS

Name of the Director:

MR. CARLOS SOLCHAGA CATALAN
Profile:

Economist from Universidad Complutense de Madrid and post-graduate studies at Alfred P. Sloan School at the
Massachusefts Institute of Technology (M.1.T.).in 1980 he was elected Member of Parliament as a representative of the
PSOE and successively re-elected in 1982, 1986, 1989 and 1993 and was the Chair of the Socialist Group in 1993-94,
Member of the Basque Government prior to the approval of the Basque Country's Autonomy Statute {1979-80), Chair of
the Interim Commiitee at the International Monetary Fund (from 1991 to 1993) and Minister of Industry and Energy in
Spain (1982-85) and Minister of Economy and Finance (1985-1 993).He is currently an International Consultant and
Parther-Director of Solchaga Recio & Asociados. Henorary Chair of Fundacion Euroamerica, Chair of Fundacion
Arquitectura y Sociedad, Chair of the Advisory Council of the Law Firm Roca Junyent, Member of the Scientific Councll
of Real Instituto Elcano and Member of the Board of Directors Pharma Mar, S.A.

Name of the Director:

MR ANGEL MANUEL OCHOA CRESPO
Profile:

Degree in Economics and Business from Universidad del Pais Vasco and Master of International Business
Administration (M.1.B.A.) from United States International University (U.S.1.U.}) San Diego, Ca. USA With more than 23
years’ experience In the financial field. Accounting Executive and Manager from the Multinationals Department of
Barclays Bank. Accounting Manager and co-director of the Corporate Bariking of Lioyds Bank. Assistant General
Manager of Banque Privée Edmon de Rothschild Europe, subsidiary in Spain, taking part In assembly and development
of the bank since its opening in Spain. Member of the Steering Committee of the Bank and direct responsible of the
following fields: private banking, institutional banking, investment management, estate and tax planning, and internal
resources {management, human resources, efc.). Chairman of the Sabadell Aféntico Bank in Basgue Country and
Cantabria. At the same time, he has been member of the board of directors of several Open-ended Investment
Companies (SICAVs as known in Spain). Currantly, he is an investment advisor. Partner of Angel Ochoa Crespo EAFI
(financial advisory company as known in Spain), registerad in the CNMV with n® 24. He holds the position of
independent director of CIE Automotive, S.A. and director and secretary of ISLOPAN, S.A..

I
\Total number of Independent Directors

2|
i

!Total percent of the Board 15.38%i
L




Indicate whether any director qualified as an independent perceives from the company or its group, any
amount or benefit for a concept other than of remuneration, or maintains or has maintained during the
last year, a business relationship with the society or any group company, either on their own behalf or as
a significant shareholder, director or senior manager of a company that has or had such a relationship.

Not applicable

If s0, a reasoned statement of the board on the reasons why it considers that the Director can perform its
functions as an independent Director should be included.

OTHER EXTERNAL DIRECTORS

Identify all other external directors and explain why these cannot be considered Institutional or
independent directors and detail their relationships with the company, its executives or shareholders:

Indicate any variations during the year in the type of each Director:

C.1.4 Complete the following table with information on the number of female Directors for the past 4 years, and
the nature of such female Directors:

E Number of female directors | % over each kind of directors

| Year ended | Year ended | Year ended | Year ended lYear ended IYear ended | Year ended | Year ended
2017 2016 2015 2014 2017 2016 2015 2014

Executive 0 0 0 0 0.00% 0.00% 0.00% 0.00%
Proprietary 2 2 2 2 25.00% 25.00% 22.22%!| 22.22%
Independent 0 0 o 0 0.00% 0.00% 0.00% 0.00%
Other Outsiders i 0 0 0 0 0.00% 0.00% 0.00% 0.00%
Total: E 2 2i 2 2 15.38% | 15.38% 15.38% i 15.38%

C.1.5 Explain the measures, if any, have been taken to seek to include in the board a number of women that
would achieve a balanced representation of women and men:

r

1 Explanation of the measures _|

In the exercise of its functions, the Appointments and Compensation Committee must submit their proposals to ensure that is taken
into consideration people who possess the qualifications and skills required for the position, and that the process of sslection of
candidates does not suffer from impiicit biases that hinder the selection of persons of either sex.

C.1.6 Explain the measures, if any, had agreed the Appointments Committee for that selection procedures do
not suffer from implicit biases that hinder the selection of female directors and the company deliberately

search and include among the potential candidates, women who meet the professional profile searched
for:

i Explanation of the measures |

Appointments and Compensation Committee must ensure that people of both sexes who pessess the qualifications and ability
required for the position are taken into consideration,



When, despite the measures, if any, have been taken, the number of female directors are few or no,
explain the reasons justifying:

! Explanation of the measures

Appointments and Compensation Committee has concluded that despite the fact that the directors selection policy complies with
requirements, is an objective fact that the number of female directors (around 15%), differs from the objective established for 2020.
In this sense, in case vacancies occur (which does not happen usually), respective parts will be encouraged to promete the
selection of female directors until the objective is achieved.

C.1.6 bis. Explain the conclusions of the appointments committee on the verification of compliance with the
director selection policy. In particular, explain how this policy pursues the goal of having at least 30% of
total board places occupied by female directors before the year 2020.

I Explanation of the measures

During 2017 (as in the two prior financial years) no vacancies have arisen in the Board of Directors. As a resuit, the Appeintments
Committee has not put into practice its policy or guidelines for the selection of board members. Inasmuch as vacancies may exist in
the future, and particularly in the case of independent or executive male or female board members (i.e. not proprietary directors),
with which the Appointments Committee has greater room for manoeuvre in the selection process, the selection policy will

encourage compliance with the objective that, in 2020, 30% of the total number of members of the Board of Directors will be
women.

C.1.7 Explain how is the representation on the board of the controlling shareholders:

Controlling shareholders (see heading A.2) have appointed proprietary external directors on the Board of Directors. Detail of
proprietary external directors is provided in the heading C.1.3.

C.1.8 Explain why proprietary directors have been appointed at the instance of shareholders with less than 3%
interest in the Company, if appropriate:

Indicate whether any formal requests for a presence on the Board have not been met from shareholders

with an interest equal to or greater than that of others at whose request proprietary directors have been
appointed. If appropriate, explain why such requests were denied.

YES ! NO E
C.1.8 State whether or not any Director has left the position before the end of the term, if the Director provided
an explanation, and how, to the Board and, in the event this was done in writing to the entire Board,
explained at least the reasons provided:
C.1.10 State the powers, if any, delegated to the managing director(s):
Name of the Director
MR. JESUS MARIA HERRERA BARANDIARAN
Brief description

The Chief Executive Officer has all the functions of the Board delegated except those that cannot be delegated.

C.1.11 Name the directors, if any, who are also directors or executives of other companies in the same group
as the listed company:

10



! Name of the Director Nams of the Group company ! Position Do you have
i : exacutive
! functions?
[MR. FERMIN DEL RiO SANZ DE ACEDO | GESCRAP-AUTOMETAL COMERCIO DE BOARD MEMBER |[NO
i SUCATAS, S.A. ~
'MR. FERMIN DEL RIO SANZ DE ACEDO | GLOBAL DOMINION ACCESS, S.A. BOARD MEMBER |NO
|MR. FERMIN DEL RIO SANZ DE ACEDO |GESCRAP AUTOMETAL MEXICO, S.A. DE | BOARD MEMBER |NO
L CV.
IMR. FERMIN DEL RIO SANZ DE ACEDO | GESCRAP AUTOMETAL MEXICO BOARD MEMBER [NO
! SERVICIOS, S.A. DE C.V.
MR. FERMIN DEL RIO SANZ DE ACEDO |AUTOMETAL, S.A. 'CHAIRMAN NO
MR. ANTONIO MARIA PRADERA AUTCKOMP INGENIERIA,S.A.U. CHAIRMAN NO
JAUREGUI
MR. ANTONIO MARIA PRADERA GLOBAL DOMINION ACCESS, S.A. CHAIRMAN NO
JAUREGUI .
MR, ANTONIO MAR[A PRADERA MAHINDRA CIE AUTOMOTIVE, LTD BOARD MEMBER |NO
{ JAUREGUI
IMR. ANTONIG MARIA PRADERA MAHINDRA FORGINGS EURGCPE, AG BOARD MEMBER [NO o
{JAUREGUI
{MR. ANTONIC MARIA PRADERA AUTOMETAL, S.A. BOARD MEMBER |NO
JAUREGU!
MR. ANTONIO MARIA PRADERA CIE BERRIZ, S.L. CHAIRMAN NO
JAUREGUI
MR. JESUS MARIA HERRERA CIE BERRIZ, S.L.; CIE GALFORS.A.).; CIE |BOARD MEMBER |NO
BARANDIARAN LEGAZP!, 8.A.U.: AUTOKOMP INGENIERIA,

S.AU.
MR, JESUS MARIA HERRERA | GLOBAL DOMINION ACCESS, S.A. BOARD MEMBER |NO
BARANDIARAN i
MR. JESUS MARIA HERRERA lINDUSTRIAS AMAYA TELLERIA, S.A.U. BOARD MEMBER |NO
BARANDIARAN
MR. JESUS MARIA HERRERA MAHINDRA CIE AUTOMOTIVE, LTD BOARD MENMBER |NO
BARANDIARAN
MR. JESUS MARIA HERRERA MAHINDRA FORGINGS EUROQPE, AG CHAIRMAN NO
BARANDIARAN
MR. JESUS MARIA HERRERA ALCASTING LEGUTIANO, S.LU. BOARD MEMBER |NO
BARANDIARAN
MR. JESUS MARIA HERRERA ALURECY, S.A.L. BOARD MEMBER |NO
BARANDIARAN
MR. JESUS MARIA HERRERA BIODIESEL MEDITERRANEO, S.L.U. BOARD MEMBER |NO
BARANDIARAN
MR. JESUS MARIA HERRERA BIONOR BERANTEVILLA, S.L.U. BOARD MEMBER |NO
BARANDIARAN
MR, JESUS MARIA HERRERA BIOSUR TRANSFORMACION, S.L.U. BOARD MEMBER |NO
BARANDIARAN |
MR. JESUS MARIA HERRERA IRECICLADO DE RESIDUOS GRASOS, S.L.U.|BOARD MEMBER INO
BARANDIARAN
MR. JESUS MARIA HERRERA RECICLADO ECOLOGICO DE RESIDUOS, |BOARD MEMBER!NO
BARANDIARAN S.LU.
MR. JESUS MARIA HERRERA CIE MECAUTO, S.AL, BOARD MEMBER [NO
BARANDIARAN
MR. JESUS MARIA HERRERA CIE UDALBIDE, S.A.U. BOARD MEMBER [NO
BARANDIARAN |
MR. JESUS MARIA HERRERA COMPONENTES DE AUTOMOCION BOARD MEMBER |NO !
BARANDIARAN RECYTEC, S.L.U. |
MR. JESUS MARIA HERRERA COMPONENTES DE DIRECC!ON RECYLAN, | BOARD MEMBER [NO I
BARANDIARAN S.LU.
MR. JESUS MARIA HERRERA EGANA 2, S.L. BOARD MEMBER [NC
BARANDIARAN
MR. JESUS MARIA HERRERA GAMEKO COMPONENTES DE AUTOMICION, BOARD MEMBER [NO
BARANDIARAN S.A. .
MR. JESUS MARIA HERRERA GRUPO COMPONENTES VILANOVA, S.L.  |BOARD MEMBER [NO T
BARANDIARAN i
MR. JESUS MARIA HERRERA INYECTAMETAL, S.A. BOARD MEMBER |NC
BARANDIARAN .
MR. JESUS MARIA HERRERA LEAZ VALORIZACION, S.L.U. BOARD MEMBER |NO
BARANDIARAN . |
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; Name of the Director Name of the Group company Posltion iDo you have
i . executive
I ! functions?
|MR. JESUS MARIA HERRERA MECANIZACIONES DEL SUR, MECASUR, |BOARD MEMBER |NO
BARANDIARAN S.A.
MR. JESUS MARIA HERRERA NOVA RECYD, S.A.U. 'BOARD MEMBER |NO
BARANDIARAN . ]
IMR. JESUS MARIA HERRERA |ORBELAN PLASTICOS, S.A. BOARD MEMBER NGO
| BARANDIARAN '
MR. JESUS MARIA HERRERA PLASFIL PLASTICOS DA FIGUEIRA, S.A.  |CHAIRMAN NO
BARANDIARAN
MR. JESUS MARIA HERRERA |RECYDE, S.A.U. BOARD MEMBER ;NO
BARANDIARAN |
MR. JESUS MARIA HERRERA I TRANSFORMACIONES METALURGICAS _ |BOARD MEMBER [NO
BARANDIARAN |NORMA, S.A. )
MR. JESUS MARIA HERRERA 'CIE AUTOMETAL DE MEXICO, S.AP.1.DE _|CHAIRMAN NO
BARANDIARAN C.V.
MR. JESUS MARIA HERRERA CIE BERRIZ MEXICO SERVICIOS CHAIRMAN NO
BARANDIARAN ADMINISTRATIVOS S.A. DE C.V.
MR. JESUS MARIA HERRERA |CIE CELAYA S.A.P.I. DE C.V. CHAIRMAN NO
BARANDIARAN ‘
MR. JESUS MARIA HERRERA FORJAS DE CELAYA SA. DECV. CHAIRMAM (NO
BARANDIARAN
MR. JESUS MARIA HERRERA MAQUINADOS AUTOMOTRICES Y CHAIRMAM NO
BARANDIARAN TALLERES INDUSTRIALES CELAYA S.A. DE

C.V.
MR. JESUS MARIA HERRERA PERCASER DE MEXICO S.A. DE C.V. CHAIRMAM NO
BARANDIARAN
MR. JESUS MARIA HERRERA PINTURA ESTAMPADO Y MONTAJE S.A.P... [CHAIRMAM NO
BARANDIARAN DEC.V.
MR. JESUS MARIA HERRERA PINTURA Y ENSAMBLES DE MEXICO, S.A. |CHAIRMAM NO
BARANDIARAN DE C.V.
MR. JESUS MARIA HERRERA SERVICAT SERVICIOS CONTABLES CHAIRMAM NO
BARANDIARAN ADMINISTRATIVOS Y TECNICOS S.A. DE

C.V.
MR. JESUS MARIA HERRERA AUTOMETAL, S.A. BOARD MEMBER |NO
BARANDIARAN
MR. JESUS MARIA HERRERA DENAT 2007, S.L.U. BOARD MEMBER INO
BARANDIARAN
[MR. JESUS MARIA HERRERA ADVANCE COMFORT SYSTEMS IBERICA, |BOARD MEMBER|NO
' BARANDIARAN S.L.
IMR. JESUS MARIA HERRERA GAT MEXICO, S.A. DE C.V. CHAIRMAM NO
BARANDIARAN
MR. FRANCISCO JOSE RIBERAS MERA |GLOBAL DOMINIGN ACCESS, S.A. BOARD MEMBER |NO
IMR. JESUS MARIA HERRERA NEWCOR, INC BOARD MEMBER [NO
| BARANDIARAN
'MR. JESUS MARIA HERRERA CIE AUTOMOTIVE USA, INC BOARD MEMBER |NO
| BARANDIARAN

insofar as the company has been notified:

C.1.12 Name company directors, if any, on the Boards of non-group companies listed on stock exchanges,
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Name of the Director Name of the listed company Position
MR. ANTONIO MARIA PRADERA TUBACEX, S.A. BOARD MEMBER
JAUREGUI
MR. ANTON!O MARIA PRADERA CORPORACION FINANCIERA ALBA, S.A, [BOARD MEMBER
JAUREGUI
MR. CARLOS SOLCHAGA CATALAN PHARMA MAR, S.A. BOARD MEMBER
ADDVALIA CAPITAL, S.A. VIDRALA, S.A. BOARD MEMBER i
QMC DIRECTORSHIPS, S.L. ADVEO GROUP INTERNATIONAL, S.A.  IBOARD MEMBER !
QMC DIRECTORSHIPS, S.L. TUBOS REUNIDOS, S.A. BOARD MEMBER |
MR. FRANCISCO JOSE RIBERAS MERA |GESTAMP AUTOMOGCION S.A CHAIRMAN
MR. JUAN MAR[A RIBERAS MERA GESTAMP AUTOMOCION S.A BOARD MEMBER
MR. FRANCISCO JOSE RIBERAS MERA |TELEFON!CA, S.A BOARD MEMBER

C.1.13 Indicate and, if appropriate, explain whether the company has established rules on the number of
boards on which its Directors may sit:

YES i I NO U x|

.

C.1.14 Abrogated section

C.1.15 Indicate the total remuneration of the Board of Directors:

Remuneration of the Board of Directors (thousand euros) 3,916

Amount of the global remuneration corresponding to the benefits accrued by current
directors on pensions {thousand euro) 0

Amount of the global remuneration corresponding to the benefits accrued by the former
directors on pensions (thousand euro) 0

C.1.16 List the members of senior management who are not executive directors and show the total
compensation earned by them during the year:

Name Position
MR. ALEXANDER TORRES COLOMAR DIRECTOR OF PLASTIC CF BRAZIL '
MR. AITOR ZAZPE GONI DIRECTOR OF BIOFUEL, PLASTIC OF EUROPE AND HUMAN
|IRESOURCES
MR. JUSTINO UNAMUNO URCELAY |DIREGTOR OF CIE FORGE EUROPE AND CHINA, AND
L iMETAL EURQOPE
IMR. MIKEL FELIX BARANDIARAN LANDIN | CHIEF EXECUTIVE OFFICER OF GLOBAL DOMINION
| |ACCESS, S.A.
|MRS. SUSANA MOLINUEVO APELLANIZ | DIRECTOR OF INTERNAL AUDIT, COMPLIANGE AND
] CORPORATE SOCIAL RESPONSIBILITY
MR. JOSE LUIS CASTELO SANCHEZ |DIRECTCR OF STAMPING MEXICO
MR. JOSE MANUEL ESMORIS ESMORIS iDlRECTOR OF R&D 3
MR. ZENON VAZQUEZ IRIZAR  FINANCE DIRECTOR O
MRS. MARIA MINAMBRES GARCIA | DIRECTOR OF AUDIT AND MANAGEMENT CONTROL
MR. ANDER ARENAZA ALVAREZ ! DIRECTOR OF ALUMINIUM AND MACHINING EUROPE AND
|' |CEO OF MAHINDRA CIE AUTOMOTIVE LIMITED
IMRS. LOREA ARISTIZABAL ABASOLO ' DIRECTOR OF CORPORATE DEVELOPMENT AND
| |INVESTOR RELATIONSHIP
| Total senior management remuneration {thousand euros) 5,387

13



C.1.17 Name any directors who are also directors of companies holding significant interest in the company
and/or companies pertaining to its Group:

L Name of the Director

Name of the significant shareholder

Position

iM

R. ANTONIO MARIA PRADERA JAUREGUI |INVERSIONES, ESTRATEGIA Y
CONOCIMIENTO GLOBAL CYP, S.L.

CHAIRMAN

‘ M

R. FRANCISCO JOSE RIBERAS MERA INVERSIONES, ESTRATEGIA Y
CONQCIMIENTO GLOBAL CYP, S.L.

BOARD MEMBER

Describe any significant relationships other than those contemplated in the previous section between
Board of Directors” Members and significant shareholders and/or companies pertaining to their Group:

C.1.18 Indicate whether any modifications have been made during the year to the Board of Directors’
Regulations:

YES X NO I:'

l_

Description of modifications

In its meeting of 12 December 2017, the Board of Directors amended article 15 and created a new article 10bis of the

Regulations of the Board of Directors, which will have the following wording:

Article 15. Board of Directors Committees.

Notwithstanding the delegations of powers that, when applicable, are made individually to the Chairman or to any other
Director {CEO) and of the powers held by the Board to set up an Executive Committes, with the decision-making powers it
delegatss, in ell cases, there will be an Audit and Compliance Committee, an Appointments and Refribution Committee, a
Corporate Social Responsibility Committee and a Strategy and Transactions Committee, only with powers of information,

advising and proposing in the matters determined by the following articles.

Article 19bis. The Strategy and Transactions Committee. Composition, competences and functioning.

1. The Board of Directors will also set up, on a permanent basls, a Strategy and Transactions Committee, which will be an
internal body of an informative and advisory nature, without executive functions, with powers of information, advising and
proposing within its sphere of activity mentioned in section 3 of this article. The Strategy and Transactions Committee will be
composed of a minimum of three and a maximum of 5 Directors, appointed by the Board of Directers itself, and they can be
Executive Directors or External Directors. Likewise, the Board of Directors will appoint its Chairman from the members who
make up this Committee. The Strategy and Transactions Committee will appoint the person to perform the duties of Committee
Secretary, who will not need to be a Director and who, in all cases, will have to comply with the obligations established for the

Diractors in these Regulations which, by their nature, apply to him.

2. The Directors who form part of the Strategy and Transactions Committea shall hold thelr positions for a maximum period of
four years, notwithstanding their possible re-election. The renewal, re-slection and termination of the Directors who form part of

the Committee will be governed by the terms agreed by the Board of Directors.

3. Notwithstanding any other commitments that may be assigned to it at any time by the Board of Directors, the Strategy and

Transactions Committee will perform the following basic functions:

(i}.Evaluate and propose to the Board of Directors strategies for growth, development or diversification of the business of the

Company and Its Group.

{ii). Submit to the Board of Directors the opportunity to undertake new investments (both those that promote organic growth and
those that enable inorganic growth through the acquisition of new companies, activities or sectors), formulating investment
alternatives in assets that imply an increment in the value of the Company and its Group in the long term.
(iil).Study and proposs recommendations or improvements to the strategic plans and their updating which, at all times, must be

submitted to the Board of Directors.
(iv).Any other functions that could be agreed by the Company’s Board of Directors.

4. The Strategy and Transactions Committee will meet at ieast twice a year. Likewise, a meeting will be held at the request of
any of its members and whenever it is convened by its Chairman, who must do so whenever the Board or its Chairman request
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the issuance of a report or the adoption of proposals and, in any event, whenever it is considered appropriate for the proper
implementation: of its duties.

5. At all imes, the person who performs the duty of Chaiman of the committee will be responsible for convening the
Committee. Except in the case of emergency as decided by the Chairman, the notification will be sent to the members of the
Committee at least 8 calendar days in advance, by letter, fax, telegram or electronic mail. The nofification will include the
agenda for the meeting. Notwithstanding, the Committee can also discuss other questions not included in the aforementioned
agenda.

6. The Strategy and Transactions Committee will be validly constituted when the majority of its members, either present or
represented, attend the meeting and its agreements will be adopted by overall majority of the Directors, present or
represented, attending the meeting. Representation can only be granted in favour of ancther Director who Is 2 member of the
Committee. The Chairman and Secretary of the Committee will be those who were appointed to these offices. In the event of
impossibility or absence, the Chairman will be substituted by the longest serving member of the Committee and, in case of
several members with the same length of service, by the eldest member of the Committee. In the event of impossibility or
absence, the Secretary will be substituted by the youngest member of the Committee.

7. The Committee must record the minutes of its meetings, which is the responsibility of the Secretary which, once approved
sither at the end of the meeting itself or at the following meeting, will be signed by the Chairman and the Secretary.

8. For a better performance of its duties, the Strategy and Transactions Committee may obtain the advice of external experts
when considered necessary for the adequate fulflment of its duties. Likewise, it will full powers to access all types of
information, documentation or records considered necessary for this purpose.

C.1.19 Indicate the procedures for selecting, appointing, re-electing, evaluating and removing Directors.
Describe the competent bodies, procedures to be followed and the criteria applied in each of the
procedures.

The appointment of the members of the Board of Directors is the responsibility of the General Shareholders' Meeting, without
prejudice to the power of the Board to designate members by co-optation in the event of vacancies.
To this effect, Article 23 of the Articles of Association lays down that:

“4. In order to be appointed a member of the administrative body, it is not required to be a shareholder.

5.The members of the administrative body shall hold office for four years and may be re-elected once or more times for
equivalent periods.

6.The members of the administrative body designated by co-optation shall hold their position untii the first General Shareholders’
Meeting.

7.The members of the administrative body shall cease to hold office when so decided by the General Shareholders’ Meeting,
when they report their resignation to the Company and when the period of their appointment elapses. In this latter case, their
resignation shall be take effect on the day on which the following General Shareholders' Meeting is held or once the legal term for
holding the Meeting to approve the previous year's annual accounts elapses.

8.Members of the administrative body shall perform the job and comply with the duties imposed by the Law with the diligence of
an organized businessman, considering the nature of the job and the functions attributed to each. In addition, the members of the
board of directors shall perform the job with the loyalty of a loyal representative, acting in good way and in the best interest of the
Company. The Regulation of the Board of Directors will develop the specific duties for directors from the Law, and particularly,
confidentiality, non-competition and loyalty, paying special attention to situations of conflict of interest.”

Similarly, Article 23 of the regulations of the Board of Directors lays down the following:

“Article 23. Appointment of Directors.

1.- The Directors shall be dasignated by the General Shareholders’ Meeting or by the Board of Directors in accordance with the
Law.

2.~ The proposal for the appointment and re-election of directors that the Board of Directors submits to the General Sharsholders’
Meeting for consideration and the resolutions concerning appointments adopted by that body by virtue of the powers of
co-optation legally atiributed to, it shall be preceded by the corresponding proposal from the Appointments and Compensation
Committee in case of independent directors, or by a report in case of the remaining director.

When the Board disagrees with the Appointments and Compensation Committees’ report, it shall set out the reasons for its
decision and place them on record.

3. Proposals and reports from the Appointments and Compensation Committee should assess expressly the reputation,
suitabiiity solvency, competence, expertise, qualification, training, availability and commitment to its role of the candidates. For
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this pumese, the Appointments and Compensation Committee will determine estimated time of dedication, in number of annual
hours for non-executive directors detziling into the corresponding report or proposal.

4.The Appointments and Compensation Committee shall propose orinform in each case, the assignment of the director to one of
the categories specified in the regulation and review it annually.”

C.1.20 Explain, if applicable, to what extent this evaluation has prompted significant changes in its internal
organisation and the procedures applicable to its activities:

: Description of modifications

As a result of the 2017 Evaluation process performed by an independent expert (Evaluacion de Consejos, S.L.), no significant
changes are proposed in the intemal organization but actions are planed with a view to:

. Reviewing succession protocols and plans in greater depth.

Improving procedures for selecting directors and training plans.
. Deep focusing in greater detail the role of certain statutory roles.
. Giving the Board more time to dedicate to strategy.

C.1.20.bis Describe the assessment process undertaken by the Board of Directors and the areas evaluated,
with the aid of an external facilitator, with respect to the composition, duties and powers of its
committees, the performance of the chairman of the board of directors and the company’s chief
executive officer and the performance and contribution of individual directors.

The Appointments and Compensation Committee conducts an annual evaluation of the performance of individual directors
assisted by an external advisor in 2017.

[n this regard, each of the directors has proceeded to respond fo & questionnaire and to have a meeting with the extemal advisor,
who has presented his report to the Board of Directors.

C.1.20.ter Explain, if applicable, the business relationship the advisor or any group company maintains with the
company or any group company.

The extemal advisor appointed for the purpose of evaluating the Board has no other business relationship with the Company or
with any of the group companies.

C.1.21 indicate cases in which Directors are obliged to resign.

Article 26 of the Regulations of the Board of Directors of CIE AUTOMOTIVE, S.A indicates that:
“Articte 26. Removal of Directors

1. The resignation of one or more of the Directors shall take place in the terms of applicable legislation.

2. Directors hold their positions at the pleasure of the Board of Directers and, if deemed appropriate, must present their
resignations in the following cases:
a) In the case of Proprietary Directors, when he or the sharehoider that he represents transfers his shareholding in the company.

b) In the case of executive directors, provided that the Board considers it appropriate and in any event, when he no longer holds
his executive position in the company and/ or companies of the group.

c) When they are involved in a legal conflict of interest.

d)When they are tried for an alieged offence or are subject to disciplinary proceedings owing to a serious or very serious
infringement of legislation, instigated by the supervisory authorities.

&) In the case of CEQs, they shall resign at the age of 65 but may continue as Directors without prejudice to the provisions of
paragraph b} above.

f)  When they are seriously reprimanded by the Board of Directors prior a repart from the Audit and Compliance Commiiise
owing to the breach of their obligations as Directors.”

C.1.22 Abrogated section

C.1.23. Is a reinforced majority, other than those legally stipulated, required for any kind of decision?;
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C1.24

C.1.25

C.1.26

C.1.27

C.1.28.

C.1.29

e o [X]

if so, explain differences

State whether there are specific requirements, other than those relating to directors, for appointment as
Chair.

v&s | ! nNo X |

State whether the Chairman has a casting vote:
YES |  NO X

State whether the Articles of Association or the Board Regulations set any age limit for Directors:

 —

ves [ X s ||
Age limit for Chair:
Age limit for CEO: 65 years old.
Age limit Board Member:

State whether the Articles of Association or the Board Regulations set a limited term of office for
independent directors other than defined in the normative

YES 'Noi_T_j

Indicate whether the Articles of Association or rules of the Board of Directors establish specific rules for
delegate voting at the board, how to do it and, in particular, the maximum number of delegations that
may have a director, and if it has established mandatory delegate to a director of the same type. If
applicable, briefly defail these rules

Heading 2 of Article 22 of the Board Regulations of CIE Automotive, S.A. reads as follows:

“2. Directors must attend the meetings of the Board of Directors and, if they cannot do it personatly, delegate its task to another
director, together with appropriate instructions. Non-executive directors may delegate to another non-executive director. It cannot
be delegated repressntation on matters in which the director is in situation of conflict of interest. The proxy shall be given for each
meeting of the Board of Directors, and can be communicated through whatever resources set for the meeting callings.”

Indicate the number of meetings held by the Board of Directors over the year. Also indicate any
meetings that were held in the absence of the Chair. In computing, the representations made with
specific instructions will be considered assistances.

Number of Board meetings 6

Number of Board meetings without the Chairman 0
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C.1.30

CAA

C.1.32

If the Chairman is executive director, indicate the number of meetings held without the assistance or
representation of any executive director and chaired the coordinating:

Number of Board meetings G

Indicate the number of meetings held during the year by the various Board Committees:

COMMITTEE ! No. of Meetings EI
| Audit and Compliance Committee ! Gr
Appointments and Compensation Commlttee 23
| Delegate Executive Committee (]l
Corporate Soclal Responsibility Committee 25

State the number of meetings held by the Board of Directors during the year with ali members being in
attendance. In computing, the representations made with specific instructions will be considered
assistances.

Number of Mesting with the assistance of all Board Members 0

|
j
t

% Number of assistances compared with the total votes cast during the year 82.05%|

Indicate whether the individua! and consolidated annual accounts presented to the Board for approval

were previously certified:
YES | NO | X

If appropriate, name the person(s) who certify the Company’s individual or consolidated annual
accounts before they are approved by the Board:

Explain the mechanisms, if any, established by the Board to avoid a qualified audit report on the
individual and consolidated annual accounts from being presented to shareholders at a General
Meeting.

In accordance with Article 3 of the Audit and Compliance Committee Regulations, the following functions, among others,
correspond to the Audit and Compliance Committee:

“e} Analyze, together with the auditors, the significant weaknesses of the intemai control system detected during the audit.
f} Monitor the process of drawing up and presentation of financiai information.

g) Propose the appointment or replacement of the external auditors to the Board of Directors for its submission tc the General
Shareholders' Meeting, as well as the conditions of the agreement with the auditors under the regulations applicable and
regularly receive information about audit plan and its performance, as well as preserve their independence in the performance of
their duties.

h) Oversee Internal Audit department’s activity, which shall functionaliy answers to the Audit and Compliance Committee.

i} Establish appropriate relaticnships with the auditors to receive information of any issues that may put at risk their
independence, for its consideration by the Committee and any others related to the development process of the audit, as well as
other communications envisaged in the audit iegisiation statements and in other auditing regutations.

In any case, it shall receive annually from the auditors a confirmation of their independence in relation to the Company or
subsidiary companies with direct or indirect interest, as wel! as information about additiona! services provided and the fees
received from these entities by the auditors or by people or companies related to these in accordance with auditing legislation.”
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C.1.33

C.1.34

C.1.35

C.1.36

C.1.37

C.1.38

Is the Secretary of the Board a Director?

YES | NO X

If the Secretary have not the condition of director complete the following table:

Name of the Director ! Agent
! MR. ROBERTO ALONSO RUIZ |

Abrogated section

Describe the mechanisms, if any, established by the company to safeguard the independence of
external auditors, financial analysts, investment banks and rating agencies:

Article 46 of the Regulations of the Board of Directors govems the relationships with extemal auditors;
“Article 46. Relations with the Auditors

1. The reationships between the Board of Directors and the Company's extemal auditors will be channelled through the Audit
and Compliance Committes, in the terms established by the Articles of Association and the Audit and Compliance Committee
Regulations.

2. The Board of Directors will report in the notes to the annual accounts the fees that have been paid by the Company each year
for the audit firm for services other than audit.

3. Also, the Board of Directors shall endeavour to prepare the financial statements in such & way as not to give rise to
qualifications by the auditors. However, if the Board considers that it should stand by its judgment, it must publicly explain the
content and scope of the discrepancy.

By virtus of this mandate, the Audit and Compliance Committee will maintain relations with external auditors to receive
information regarding issues that may put their independence into question in any other issues relating to the audit of the
accounts, as well as any other communications established under audit legislation and technical regulations.”

Indicate whether or not the Company has changed its external auditor during the year. If so, name the

outgoing and incoming auditor:
ves [ ] o

if the Company had any disagreements with the outgoing auditor, indicate their content:

State whether or not the audit firm does any work for the Company and/or its Group other than standard
audit work and, if so, indicate the amount of the fees received for such work and the percentage it
represents of the total fees invoiced to the Company and/or its group:

o []

i ' | Company Group Total

{

Sum of services other than auditing {thousand euro) 148 422 571
| Amount of work other than standard audit work/Total | . ! 4
iamount involced by the audit firm (in %) 48.64% | i4'88%i 18.17%

State whether the audit report for the financial statements for the preceding year contains any
reservations or qualifications. If so, indicate the reasons given by the Chairman of the Audit Committee
to explain the content and scope of those gualifications or reservations.

ves | NO IZI
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C.1.39 State the number of periods that the current audit firm has performed the audit of the company's andfor
its group's financial statements without interruption. Indicate the number of periods audited by the
current auditing firm as a percentage of the periods in which the annual accounts have been audited:

i Company Group

|Number of consecutive years 16 16
! Number of years audited by the present audIt firm / Number of years the 47.05% 47.05%;
\company has been audited (%) i

C.1.40 Indicate, and provide details, if there is an established procedure for Directors to receive external
advice:

e
YES X NC ! i

| Procedure details

Article 29 of the Regulations of the Board of Directors expressly establishes the procedure applicable to obtaining expert advice:

“Article 29. Expert advice.

1. In order to obtain assistance when carmying out their duties, any Directors may request the hiring, at the Company's expense,
of iegal, accounting, financial, technical, commerical or other experts if considered necessary to adequately perform their duties.
The request must necessarily involve specific issues of particular complexity.

2, The request must be made through the Chairman of the Board of Directors and may be vetoed by the Board of Directors if it is
considered that;

a) Such assistance is not required for the adequate performance of the duties with which Directors are charged;

b) The related cost is not reasonable in light of the importance of the issue concerned and the Company's assets and revenues;
<) The assistance being requested may be adequately provided by experts and technicians already employed by the Company or
others that are already working for the Company;

d} May give rise to a risk to the confidentiality of the information that must be disclosed.”

C.1.41 Indicate, providing details as necessary, if there is an established procedure for Directors to obtain any
information they may need to prepare for the Meetings of the governing bodies sufficiently in advance:

ws 51 w []

L Procedure details

In accordance with article 20 of the Regulations of the Board of Directors, at the time of the call for the meeting, the relevant
information will be sent to the directors for the purpose of the meeting. |n addition, with sufficient notice, the Directors ars sent a
copy of the presentation that will serve as a guide for the meeting, so that they know in advance the content of the different points
of the agenda in order to prepare meetings with enough time.

in addition, article 29 of the Regulations of the Board states that, in order to be assisted in the exergise of their duties, any
Director may request the hiring, at the expense of the Company, of legal, accounting, financial, techrical, commercial or other
experts if they considered it necessary for the proper performance of their duties. The assignment must necessarily be about
concrete problems of special complexity.

C.1.42 Indicate, providing details if appropriate, if the Company has established rules requiring Directors to
report and, if necessary, resigned in any cases that could be detrimental to the Company's reputation:

YES |X. NO l i

i Expiain the rules
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In accordance with the established In Arficle 26.2 d), of the Regulations of the Board of Directors, Directors serve at the pleasure
of the Board of Directors and must present, if deemed advisable, their resignation when subject to any criminal proceedings or
disciplinary proceedings due to any serious or very serious matter being investigated by regulatory authorities.

C.1.43 Indicate whether the Company has been notified by any director that he/she has been charged with, or

C.1.44

C.1.45

is being tried for, any of the crimes contemplated under Article 213 of the Spanish Companies Law:

YES |:] NO lx'

Indicate whether or not the Board of Directors has analysed the case. If the answer is affirmative,
provide a reasoned explanation of the decision taken as to whether or not the Director should continue
in the paost or, if so, indicate the actions taken by the Board until the date of this report or it intends to
make.

Detall significant agreements entered into by the company and which come into force, are amended or
terminated in the event of change of control of the company following a takeover bid, and its effects.

Not applicable.

Identify in aggregate and specify, in detail, the agreements between the company and its directors and
executives or employees providing for compensation, indemnity or shieid, when they resign or are
made redundant without valid reason or if the contractual relationship is to an end during a takeover bid
or other operations.

Number of beneficiaries: 1

Type of beneficiary:

GLOBAL DOMINION ACCESS, 8.A. CHIEF EXECUTIVE OFFICER
Description of the arrangement:
Chief Executive Officer Agreement including an early termination provision, which complies with the quantitative criterion

set out in recommendation 64.

Indicate whether these contracts must be reported and / or approved by the bodies of the company or
its group:

Board of Directors i General Shareholders
i Meeting
Board authorizing clauses YES ; NO
YEs | NO |

is the General Meeting reported about the clauses?
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C.2 Committees of the Board of Directors

C.2.1 List all the Board of Directors’ Committees, its members and the ratio of proprietary and independent
external directors that form it:

AUDIT AND COMPLIANCE COMMITTEE

L Name Position Type I
| MR. CARLOS SOLCHAGA CATALAN CHAIRMAN INDEPENDENT I
IADDVALIA CAPITAL, S.A. BOARD MEMBER PROPRIETARY j
IMR. ANGEL MANUEL OCHOA CRESPO BOARD MEMBER HINDEPENDENT |
mf proprietary directors 33.33%]i
|% of independent directors i 66.67%!
|% of other external directors ! 0.00%

Explain the functions assigned to the committee, describe the procedures and rules of organization and
operation thereof and summarize the most important activities during the year.

The Audit and Compliance Committee has the task of attending the Board of Directors of the Company in monitoring financial
statements as well as in carrying out control of CIE Automotive, S.A. and companies that are part of the Group.

The Committee tasks are as follows:

a) Review periodically risk policies and propose the amendment and update to the Board of Directors.

b) Apprave policies relating to the employment of the auditor.

¢} Inform the General Shareholders’ Meeting regarding the issues raised by shareholders regarding its competency.

d) Monitor the internal control effectiveness of the Company and the Group, as well as its risk management systems, including tax.
) Analyse, together with the auditors, significant weaknesses of the internal controi system detected during the audit.

f) Supervise the process of the preparation and presentation of financial infermation.

g) Propose the appoiniment, re-election or replacement of the external auditors to the Board of Directors for its submission to the
General Shareholders' Meeting, as well as the conditions of the agreement with the auditors under the regulations applicable and
regularly receive information about audit plan and its performance, as well as preserve their independence in the performance of
their duties.

h) Monitor the activity of Internal Audit, which will depend on the Audit and Compliance Committee.

i) Establish appropriate relationships with the auditors to receive information of any issues that may put at risk their independence,
for its consideration by the Committee and any others related to the development process of the audit, as well as other
communications envisaged in the audit iegislation statements and in other auditing regulations.

In any cass, it shall receive annually from the auditors a confirnation of their independence in relation fo the Company or subsidiary
companies with direct or indirect interest, as well as information about additional services provided and the fees received from
these entities by the auditors or by people or companies related to these In accordance with auditing legislation.

i) Annually issue, prior to the auditors’ report, a declaration stating an opinion regarding the independence of the auditors. In any
case, this report shall mention the additional services delivered referred to in the previous section, under the terms established by
law.

k) Inform the Board of Directors regarding the financial information, which because of its condition as a listed company, the
Company must public periodicaily and must ensure that the interim financial statements are prepared under the same accounting
principles as the annual accounts and consider the necessity of a limited review by the auditor.

1} Inform the Board of Directors, prior to the decision making, of the creation or acquisition of shares in special purpose companies
or those domiciled in countries or territories considered tax havens, and any other transactions or cperations whose complexity
might affect to the Group's transparency.

m) Other functions that might be agreed by the Board of Directors of the Company.

During the year, the most relevant performances have been the following:

a) Analysis of Periodic Public Information prior to its referral to the CNMV and the Governing Societies of the Bilbao and Madrid
Stock Exchanges.
b) Analysis of the annual accounts {balance, profit and loss account, statement of cash flows and statement of changes in the
net equity and the accompanying notes) and management report of CIE Automotive, S.A. and of its Consolidated Group for
the year ended December 31, 2016,
¢} Follow-up of external audit procedures,
d) Anaiysis of the internal audit procedures and, in particular, of the procedures related to the intemal Control System aon the
procedure for preparing Financial Information (SCIIF).
e) Verification of the llabilities status of llabllities in relation to the approval of a interim dividend of the 2017 results.
f} Approval of the company's fiscal strategy.

h} Approval of the company's risk map
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1} To inform of the different point in the General Meeting Agenda on which is competent, and specially, the one related to the
re-glection of the external auditor.

Identify the Director Member of the audit committee that has been appointed taking into account their
knowledge and experience in accounting, auditing or both and report on the number of years that the
Chairman of this Committee has been in office.

| Name of Director with expertise | MR. ANGEL MANUEL OCHOA CRESPO

Number of years in office E 3

APPOINTMENTS AND COMPENSATION COMMITTEE

Name Position Type
MR, ANGEL MANUEL OCHOA CRESPO i GHAIRMAN INDEPENDENT
MR. CARLOS SOLCHAGA CATALAN BOARD MEMBER INDEPENDENT
MR. FRANCISCO JOSE RIBERAS MERA BOARD MEMBER PROPRIETARY
'% of proprietary directors ; 33.33%
% of independent directors 66.67%!
% of other external directors . 0.00%

Explain the committee’s duties, describe the procedures and organisational and operational rules and
summarise the main actions taken during the year.

The Appointment and Remuneration Committee is an informative and advisery intemal body, without executive functions, with
faculties to obtain information, advisory and propesals within its domain.

In this sense, the Committee tasks are as follows:

a) Propose to the Board of Directors the remuneration policies for directors and senior executive and review them periodically,
proposing, if necessary, its amendment and updating to the Board of Directors.

b) Report and review the criteria to be followed regarding the composition of the Board of Directors and the selection of candidates,
and in particular, the required skills, knowledge and experience as well as the evaluation of the time and davotion required in order
to perform correctly their duties.

¢) Ensure that when there are new vacancies or the appointment of new directors, there are no bias within the selection
procedures, and particularly, ones that might obstruct the selection of a female director.

d) Set up a goal of representation for the under-represented sex on the Board of Directors and develop guidance on how to
achieve that objective.

e} Submit to the Board of Directors suggestions for the appointment of independent directors to be appointed by co-aptaticn or for
their submission to the decision of the General Meeting of Shareholders; suggest for re-election or removal of such directors by the
General Meeting of Shareholders; and inform about the removal proposals of such directors made by the Board of Directors.

f) Report the suggestions for the appointment of the remaining directors to be appointed by co-optation or for their submission to
the decision of the General Meeting of Shareholders, as well as suggestions for re-election or removal of such directors made by
the General Mesting of Sharehclders.

) Report or draw up proposals for the appointment of intemal positions of the Board of Directors, as well as members who should
form part of each committee.

h} Examine and organize the succession of the Board of Directors Chalrman and the Chief Executive of the Company and in this
case, where appropriate, make suggestions to the Board of Directors so that such succession occurs in an ordered and planned
way In accordance with succession plan approved by the Board of Directors.

i) Suggest to the Board of Directors the system and the amount of annual remuneration of directors, as well as the individual
remuneration of executive directors and other basic terms of their contracts, including any eventual allowance or compensations
that may be established in case of removal, in accordance with the directors remuneration policy that has been approved by the
General Meeting of Shareholders.

j) Monitar the candidates’ selection process for senior executives of the Company and report the proposals made by the Chief
Executive Officer of the Company concerning the appointment or removal of senior managers.

k) Report and submit to the Board of Directors proposals made by the Chief Executive Officer of the Company related to the
structure of remuneration of senior managers and the basic terms of their contracts.

I} Ensure that remuneration programs of the Company are compliance, and inform about the documents to be approved by the
Board of Directors for its ganeral dissemination with regard to information of remuneration, including the Annual Report on
Remuneration paid to the Directors and sections corresponding to the annual Comporate Governance Report of the Company.

m) Other functions that might be agreed in the Company’s’ Board of Directors.
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During the year it has begun to (i) analyse the IAGC, the IARC and the Annual Financial Report within the framework of its powers
{1i) report favourably on the remuneration of the members of the board of directors: (iil} promote the evaluation by an external expert
of the members of the Board of Directors.

DELEGATED EXECUTIVE COMMITTEE

Name Posltlon Type

MR ANTONIO MARIA PRADERA JAUREGUI CHAIRMAN EXECUTIVE

MR. FERMIN DEL RIO SANZ DE ACEDQ BOARD MEMBER EXECUTIVE

MR. JESUS MARIA HERRERA BARANDIARAN BOARD MEMBER EXECUTIVE

MR. FRANCISCO JOSE RIBERAS MERA BOARD MEMBER PROPRIETARY

ELIDOZA PRCMOCION DE EMPRESAS, S.L. |BOARD MEMBER PROPRIETARY

% of executive memboers E 60.00%
% of proprietary directors . 40.00%
% of independent directors i 0.00%
% of other external directors 0.00%5

Explain the committee’s duties, describe the procedure and organisational and operational rules and
summarise the main actions taken during the year.

The Executive Committee shall deal with all matters within the competence of the Board.
Notwithstanding this circumstance, during the current year there has been no meeting of the same since it has been detected
that, in practice, it was not necessary for the day-to-day management of the company. In this sense, the Board of Directors of

December 12, 2017 has agreed to eliminate this Committee and create a new Strategy and Transactions Committee so that it
can monitor the inorganic growth operations faced by the CIE Automotive Group in the future.

Indicate whether the delegate or executive committee reflects the participation on the board of the
different directors according to their category:

YES NO |:I

CORPORATE SOCIAL RESPONSIBILITY COMMITTEE

Name Position i Type I|
ELIDOZA PROMOCION DE EMPRESAS, S.L. {CHAIR !PROPRIETARY i
ACEK DESARROLLO Y GESTION INDUSTRIAL, S.L. BOARD MEMBER { PROPRIETARY '
ADDVALIA CAPITAL, S.A. BOARD MEMBER PROPRIETARY |
% of proprietary directors 100.00% |
% of independent dirgctors 0.00%
% of other external directors 0.00%

Explain the committee’s duties, describe the procedure and organisational and operational rules and summarise the
main actions taken during the year.

The Corporate Social Responsibllity Committee is an informative and advisory internal body, without executive functions, with faculties
to obtain information, advisory and proposals within its domain.

[n this sense, the Corporate Sacial Responsibility Committee tasks are as follows:
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a) Review periodically the corporate governance policies and propose to the Board of Directors, for approval or submission to the
General Meeting of Shareholders, amendments and updates that contribute to its development and continuous improvement.

b) Boost strategy of corporate govemance and Company's sustainability.

¢} Monitor the compliance of legal requirements and standards of corporate governance.

d) Know, promote, guide and monitor performance of the Company in the area of corporate social responsibility and sustainability
and report to the Board of Directors and the Exscutive Committee, as appropriate.

€) Evaluate and revise the company plans of social responsibiiity policies and follow up their compliance.

f) Report on the Implementation by the foundational entities related to the Group of activities of public interest and corporate social
responsibility entrusted to them.

9) Report prior to its approval, the Annuat Report of Corporate Governance of the Company, gathering for this purpose the reports
issued by the Audit and Compliance Committee and the Appointments and Compensation Committee, regarding with the sections of
the report that fall within their competence, and if it is published, the report or annual memerandum of sustainability.

h) Promote within the Company the existence of a Code of Ethics; propose its approval to the Board of Directors and its subsegquent
amendments, as well as promoting any relevant issue regarding the knowledge and compliance with the Code of Ethics.

i) Review policies and internat procedures of the Company in order to prove their effectiveness in preventing inappropriate behaviors
and identify any policies or procedures that are more effective in promoeting the high ethical standards.

j) Other functions that might be agreed on the Board of Directors of the Company.

Throughcut 2017, the Corporate Socia! Respensibility has reparted about IAGC, !RC and annual financial report on matters within
their competence; It has monitored the operation of the Ethics Code and the incidences detected through ethical mailbox; it has
assessed the RSC policy and the actions to be taken during the year.

C.2.2 Complete the following table with information on the number of female directors comprising the

committees of the Board of Directors during the last four years,

I Number of female directors
Year ended 2017 Year ended 2046 ! Year ended 2015 Year ended 2014
Number % Number % Number % Number %

AUDIT AND COMPLIANCE i

1 33.00% 2 50.00% 2 66.00% 1 33.00%
COMMITTEE
APPOINTMENTS AND 4] 0.00% 4] 0.00% o 0.00% 0 0.00%
COMPENSATION COMMITTEE i

]

DELEGATED EXECUTIVE 1 20.00% 1 16.00% 1 16.00%

1 20.00%
COMMITTEE
CORPORATE SOCIAL

2 66.00% 2 66.66% - - - -
RESPONSIBILITY COMMITTE i

C.2.3 Abrogated section

C.24.

Abrogated section

C.2.5 Indicate, where applicable, if there are any rules and regulations for the Board Committees, where they

C.26

are avaitable for consultation and any changes or amendments made during the year. Likewise indicate
whether an annual report on the activities of each Committee has been prepared on a voluntary basis.

Each of the Board of Directors Committees described in the previous paragraphs have its own regulations. These are available
within the corporate website: htip://www. cieautomotive.com/web/investors-website/comisiones-del-consejo-de-administracion. The
Committees (except the executive committee) have prepared the reports corresponding to their activities in 2017.They are
available in the referred web.

Abrogated section

RELATED PARTY AND INTRAGROUP TRANSACTIONS

Explain, if applicable, the procedures for approving related-party or intragroup transactions.

| Procedure for approval of transactions with related parties

Operations that the company or its subsidiaries conducted with directors, significant shareholders or shareholders represented on
the Board of Directors or persons related to them must be submitted, prior to the approval of the Board of Directors. Especially
operations are not inciuded in the ordinary business of the CIE Group companies. In any case, these operations are performed
under market conditions,
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D.2

D.3

D.4

Provide a breakdown of the relevant fransactions made during the year because of their nature or the sums
involved between companies or entities of the Group and the Company’s significant shareholders:

. :
Namte of Significant Nature of the . I Amount
Shareholder | Group Company Relationship Type of Transaction | {thousand €)

MAHINDRA & MAHINDRA LTD |MAHINDRA CIE Commercial Sale of goods 173,690
'AUTOMOTIVE LTD L

MAHINDRA & MAHINDRA LTD |MAHINDRA CIE Commercial Purchase of goods 18,641
AUTOMOTIVE LTD |

MAHINDRA & MAHINDRA LTD |MAHINDRA CIE Commercial Reception of services 2,546
AUTOMOTIVE LTD ! -

MAHINDRA & MAHINDRALTD |MAHINDRA CIE Commercial iRendered services 10
AUTOMOTIVE LTD ]

Provide a breakdown of the relevant transactions because of their nature or the sums involved between the
Company or entities of its Group, and the Directors or Senior Managers of the Company:

Name of Directors Name of Related Party Link Type of transaction (thAoT:a‘::: €

MR. JESUS MARIA HERRERA |CIE AUTOMOTIVE, S.A. Contractual Financing agreements: 303
BARANDIARAN loans

ACEK DESARROLLO Y MAHINDRA CIE Contractual Sale of goods I 6,167
GESTION INDUSTRIAL, S.L. AUTOMOTIVE LTD

ACEKDESARROLLOY CIE AUTOMOTIVE MEXICO Contractual Sale of goods 19,509
GESTION INDUSTRIAL, S.L. |
ACEK DESARROLLO Y CIE AUTOMOTIVE MEXICO Confractual Purchase of goods 3,395!
IGESTI!DN INDUSTRIAL, 5.L. ‘

Provide a breakdown of the relevant transactions made by the Company with other companies belonging
to its same Group provided they are not eliminated in the process of consolidation and are not part of the
Company's routine business.

In any case, any group transaction carried out with entities established in countries or territories
considered as tax heavens will be informed:

CIE GALFOR, S.A.
Amount (thousand euros): 0

Brief description of the operation:

As of June 1 2017 a reverse merger has taken place between the Mauritian Mahindra Gears Global Ltd.
and its [talian subsidiary Metalcastello, S.P.A. The latter has been the acquiring company. After such
merger, a capital increase has been carried out in Metalcastello, S.P.A. by which CIE Galfor, S.A.U has
taken controt of the merged company.

Corporate name of the group company:

MAHINDRA CIE AUTOMOTIVE LTD

Amount (thousand euros): 0

Brief description of the operation:

As of June 30 2017 a merger has taken place, in which the Indian company Mahindra CIE Automotive,
Ltd. has absorbed four of its subsidiary companies: the Indian societies Mahindra Gears &
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Transmissions, Pvt. Ltd. and Crest Geartech Pvt. Ltd; and the Mauritlan societies Mahindra Forging
International, Ltd. and Mahindra Forging Global, Ltd.

After these corporate transactions, the Group has ceased to have shares in companies located in tax
heavens,

D.5 Provide the amount of transactions with other related parties.
15,318 (thousand euro)

D.6 List the mechanisms established to identify, determine and settle possible conflicts of interests between
the Company and/or its Group and its Directors, Executive Managers or significant shareholders.

Article 34 of the Regulations of the Board of Directors lays down the fallowing:

"Article 34. - Conflicts of Interest.
1.  Directors must take necessary measures o avoid incurring conflicts of interest in accordance with the established by [aw.

2. A conflict of interest is deemed to exist in those cases in which there is a direct or indirect collision between the Company's
interests and the Director's personal interests. The Director has a personal interest when the matter affects him/her or a related
person. For the purposes of these Regulations, persons related to a Director are considered ta be:

1°.- The Director's spouse or persons with a similar relationship.
2°.- Ascendants, descendants and siblings of the director or his/her spouse.
3°.- The spouses of the director's ascendants, descendants and siblings.

4°.- Companies in which the director, either personally or through an intermediary, Is in one of the situations defined by Article 4 of
Law 24/1988, of 28 July, on the Stock Market.

Related people are considered to be the foliowing with respect to a legal person director:

1°.- Shareholders who, with respect o the legal person Director, is in one of the situations defined by Article 4 of Law 24/1988, of
28 July, on the Stock Market.

2°.-De facto or actual Directors, liquidators and legal representatives holding general powers-of-attorney granted by the legal
person Director.

3°%- The companies that form part of the same group, as defined by Article 4 of Law 24/1988, of 28 July, on the Stock Market, and
their shareholders.

4°, - Individuals who, with respect to the legal person director, are considersd to be related to the directors in accordance with this
section.

3. The following rules will be applicable to conflict of interest situations:
a) Communication: the director must report to the Board of Directors and the Audlt and Compliance Commiittee, through the

Chalrman or the Secretary, any conflict of interest that arises.

b} Abstention: the director must abstain from attending and intervening in the deliberations and votes that relate to those matters
conceming the conflict of interest. Proprietary external directors must abstain from participating in votes regarding matters that
may represent a conflict of interest between shareholders that proposed their appointment and the Company.

¢) Transparency: the Company will include in the Annual Corporate Govemnance Report information regarding any conflict of
interest involving directors that has been reported by the affected party or by any other means.”

D.7 Are more than one of the Group's companies listed in Spain?

w [ v ]

Identify the subsidiaries listed in Spain:

Subsidiary listed
GLOBAL DOMINION ACCESS, S.A.
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Indicate if they have defined publicly accurately the respective areas of activity and eventual relations of business
between them, as well as those of the listed subsidiary company with other group companies:

YES X l NO ‘

Define the eventual relatlons of business between the head company and the listed subsidiary company, and between
this cne and other group companies.

No relation of business exist.

Identify the mechanisms planned to solve the eventual conflicts of interests between the listed subsidiary and other
group companies:

I_ Mechanisms te solve the eventual conflicts of interest

No eventual conflicts of interest. in any case, fo avoid conflicts of interest, people who occupies the charge of Director in both CIE
Automotive, 5.A. and Global Dominion Access, S.A. (and persons related to them) perform their obligations arising from the
articles 228 and 229 of the Spanish Companies Law.

[E. | RISK CONTROL AND MANAGING SYSTEMS

E.1 Explain the scope of the Risk Management System of the Company, including the ones referring to tax.

E.2

E.3

CIE Automotive is subject to several inherent risks to the varlous countries, markets and businesses in which it operates and the
activities carried out in each one. Aware of the importance of the adequate management of those risks, the Board of Directors,
through management, has developed and implemented & general policy of identifying and managing risks supervised by the Audit
and Compliance Committee (hereinafter "ACC™).

The overal! process for managing corporate risks at CIE Automotive is based on the ISO 31000 method, the best practice in this
area. The risk management process is based on a continuous cycle, broken down into five phases:

I Identify the key risks that may affect attaining the Organisation’s objectives, including all financial information control objectives.

Il.Evaluate them based on probability of occurrence and their impact on the organisation, taking existing controls into
consideration. These scales are useful in order to locate each risk into the Risk Map, the main risk assessment tool.

[Il. Establish a response to each one.
IV.Monitor the action taken.
V. Report the results of the analysis performed.

Identify the bodies within the Company responsible for the development and implementation of the Risk
Management System, including tax:

Responsibility for implementing the risk management system, including tax, lies on the Board of Directors, which refies specifically
on the ACC for its monitoring and proper operation.

The risk management policy of CIE Automotive requires ail business divisions to identify and assess the risks that must face up
when achieving their business objectives in order to identify in advance the appropriate mitigating measures to reduce ar aliminate
the probability of risk occurrence and / or its possible impact on the goals in cass they materialize.

Describe the main risks that may affect the achievement of business objectives.

in the course of its business, CIE Automotive is exposed to a variety of inherent risks in the different lines of business that develops
and in countries in which they are held.

On the other hand, the differant levels of sociseconomic uncertainty that exists in the markets in which CIE Automotive operates
can make appear risk factors currently unknown or not conslidered as relevant, that could potentially affect the business,
performance and/or the financial position of the company.

Are detailed briefly the main risks, which CIE Automotive faces in its business objectives:
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E.4

E5

E.6

a) Management risk

+ Regulatory risks: arising from the Securities Market rules, the law for the data protection, the feasible changes in the tax
iegislation (national and internationai); and the civil responsibility for integrity of the heritage.

« Financial risks: debt levels, liquidity risk, risks arising from fluctuations in exchange rates, risks arising frem changes in interest
rates, risks arising from the use of financial derivatives and investment rigk.

+ Information risks: as much as reputational risk that can affect the image of CIE Automotive or risk related to transparency and
relationship with analysts and investors.

b) Business risks: Are those that specifically affect each business and depend on the singularity of each activity.

« Operational risks: Risks relafing to recruitment and customer relationships, product quality, environmental, purchasing and
outsourcing,

* Non-operational risks: Risks related to the prevention, security and health in work, human rescurces, specific tax applicable to
business, the reliability of the accounting and financial information and financial resources and debt management.

For more information regarding the risks and management measures, see the Annual Report 2017.

ldentify whether the entity has a level of risk tolerance, inciuding tax.

The Board of Directors approves the acceptable level of risk for each type of risk, type of business and location, as well as levels of
allowed deviation based on the strategic objectives and the strategic lines to achleve them. The levels of acceptable risk are
regularly updated accordingly with changes in corporate strategy and risk profile business.

Annually the risks that threaten the achievement of the business objectives are identified, including tax risk, and they are valued
based on their potential impact on financial results and their probability of occurrence. The combination of the impact and the
probability of ocourrence determine the severity of the risk.

Indicate which risks, including tax, have been materialized during the year.

The results of the risk assessment taken place in 2017 shows the alignment between the risk map which was used and defined in
2016 with the company strategy and the intemnal control system effectiveness in the operational field since no key risks identified
have been materialized in 2017.

Explain the response and supervision plans held for the company’s major risks, including the ones referring

to tax.

CIE Automotive has a corporative system to contral and supervise risks. Corporate risk management system is also supported by
each business unit, in which each management level is responsible for the compliance with internal rules and procedures.

The evaluation and verification of their effectiveness is performed periodically by Compliance department, has qualified and
experienced personnel, independent of the business lines staff. Alerts, recommendations and conclusions generated are
communicated to CIE Automotive management.

Among the measures taken by CIE Automotive for monitoring risks, include:

* Setling goals and internal regulations (policy, standards, procedures and manuals).
» Definition, monitoring and continuocus evaluation of the design and performance of internal control systems and compliance.

During the process of the elaboration of the Risk Map 2017, the Company has worked on the identification of new responses and
consolidation lines, for the most relevant risks for the company.

It is important to highfight that CIE Automotive has units of analysis, monitoring and control in various areas of management risks,
such as:

« Financial risk assessment and management
+ Safety and environmental standards

= Corporate Social Responsibility

» Reporting and tax risks

» Risks and continuity information systems

DESCRIPTION OF THE MAIN CHARACTERISTICS OF THE INTERNAL CONTROL AND
RISK MANAGEMENT SYSTEMS IN RELATION TO THE PROCESS FOR THE REPORTING
OF FINANCIAL INFORMATION.

Describe mechanisms that make control systems and risk management in relation to the process of
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financial reporting (SICFRY) in your company.
F.1 Company control environment.
Report, noting the main features of at least:

F.1.1 The bodies and/for functions which are responsible for: (i} the existence and maintaining of
an adequate and effective SICFR,; {ii) its implementation; and (iii) its supervision.

The Board of Directors of CIE Automotive, is the body responsible, among other matters, for the updating and
on-going improvement of the Company's Comorate Governance System - in accordance with currently-applicabie
legislation and generally-recognized corporate govemance recommendations -, through the resolutions it
considers necessary or advisable for this purpose, which are either passed by the Board itself, when they fall within
the scope of its competence, or proposed to the General Meeting. These functions are understood to include its
responsibility as regards the existence and maintaining of the Company's internal control system (hereinafter the
SICFR).

The CIE Automotive Audit and Compliance Committee {(hereinafter “ACC") is the body responsible for the
supervision of the efficacy of the SICFR, the internal audit function, and the corporate risks management process,
and for discussing with the accounting auditors or audit firms any significant weaknesses in the internal controi
system which have been detected during the course of the audit.

The ACC is supported by the Compliance Department to perform these functions, being responsible for the
implementation of SICFR and in general, the whole intemal control system of CIE Automotive, ensuring the
definition and desigr. of the control procedures which should be implemented in the company's operational
planning, compliance with legal regulations, internal polictes and procedures.

F.1.2 Whether there exist — particularly in relation to the process for the preparation of financial information —
the following:

+ Departments andfor mechanisms entrusted with: (i) the design and review of the organizational structure, (i} clearly defining
lines of responsibility and authority, and a suitable distribution of tasks and functions, (jii} ensuring that there are sufficient
procedures correctly disseminated within the Company.

The Board of Directors is the ultimate body responsibie for defining and periedically reviewing the organizational structure
of CIE. The Board delegates fo the Company's Senior Management the task of ensuring that subordinate structures are
equipped with adeguate human and material resources. With regard to the process of the preparation of financial
information, there exists a global interrelated financial department which depends on the departments of Audit and Control
Management and the Department of Treasury and Finance.

The respensibilities and functions of all pecple directly involved in the preparation and review of financial information are
defined and adequately communicated within the framework of CIE Automeotive's internal policies and procedures.

There are internal protocols, which guarantee that information on any change that is taking place in relation to the
preparation of financial information Is distributed to the appropriate personnel in good time and in the correct form. There
are also controls in place for the identification of any frregularity in this aspect.

« A code of conduct, including the bedy responsible for its approval, leve! of dissemination and instruction, principles and values
included (indicate whether any specific mentions are made of the recording of operations and preparation of financiai
information), and the body responsible for analyzing breaches of such code and proposing corrective action and penalfies.

CIE Automotive currently has an “Internal Code of Professional Conduct” and an “Internal Regulations on Conduct in
relation to Securities Markete”. There ic & special secfion about the reliability of the financial information where there are
stablished specific standards addressed to the people involved in the preparation of the financial information process.

Both documents are published on the corporative website and are distributed to all affected personnsl through the
communication channels established for this purpose. In either cases, the body responsible for their definition and approval
is the Board of Diractors.

The Intemal Code of Professional Conduct lays down some basic rules and principles whose purpose is fo ensure that
there is a commitment and transparency in relations and operations with customers, suppliers and employees, the
maximization and protection of shareholders’ investments and the safeguarding of health, security and environmental
issues. The Code also establishes the need for controls over payment operations and over any situation of conflict of
interests involving employees.
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The functions of the Corporate Social Responsibility (CSR) include the monitoring of compliance with the aforementioned
codes/regulations.

-+ A whistle-blowing channel for communication to the audit committee of any financial and accounting iregularities, plus possible
breaches of the code of conduct and iregular activities taking place within the organization, indicating, where appropriate, the
confidential nature of such information.

CIE Automotive has a whistle-blowing channel for the receipt of notifications/reports refating to irregular conduct or
activities implying any breach of the principles and ethical rules regarding the reliability of financial information laid down in
the “Internal Code of Professional Conduct” or in the “Internal Regulations on Conduct in relation to Securities Markets”.

There are Regulations setting out the process for the functioning of the whistle-blowing channet, which guarantees that
reports can be submitted by either named staff members or ancnymously, being always guaranteed the whistleblowers’
confidentiality, in case he wants, and a protocol for action for analysis of complaints received, and reported to the CSR for
monitoring.

+ Training and periodic refresher programs aimed at the personnel involved in the preparation and review of financial information
and assessment of the SICFR which cover, as a minimum, accounting standards, auditing, internal contrel and risks
management,

As well as a variety of staff training programs, CIE Automotive has the following additional resources of which use is made
for the training and support of personnel involved in the preparation and review of financial information.

« There is an Accounting Policies Manual, which is updated on an an-going basis.

« There is an Accounting and Management contro! department, whose tasks Is to resolve any doubts regarding the
Interpretation of the Manual Accounting Policies, and provide advice regarding the treatment of complex transactions.
+ There are divisional/regional controllers who are involved in the support provided fo all people forming part of the
financial function at all the Group's plants and companies, through on-going internal assessment and training.

* When a new company joins the Group, support strategies are developed fo rain its employees in accordance with the
Group’s standards and criteria.

- Advice Is recelved from external advisors in relation to changes in accounting, legal and tax rules, which may affect the
Company.

F.2 Risk assessment of financial information.

Report at least:

F.2.1. What are the main characteristics of the process of identifying risks, including risks of error or
fraud, as to:

+ Whether there exists such a process and whether it is documented.

The global Corporate Risks Management process is based on the SO 31000 and on a continuous cycle
comprising five phases:

I The identification of key risks, which may affect the fulfiiment of the Organizafion's objectives, including all
financial informaticn conire! objectives, tax objectives as well.

Il. The evaluation of such risks based on the probability of occurrence and their impact on the organization,
taking the existing confrols into consideration. These scales are useful in order to locate each risk into the
Risk Map, the main risk assessment toof.

IIl. Determination of the required response for each such risk.
IV. Monitoring of the agreed courses of action; and
V. reporting of the results of the analysis made.

The process of identification and assessment of risks are tasks for the Senior Management and executive team.
They self-assess the risks identified, with Compliance department acting as coordinator in this process.

The result obtained is a Risk Map, and a list of steps to be taken for the proper management of risks.

The above is complemented by activities for the monitoring of the management of certain risks, which are camried
out by the Compliance department.
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* Whether the process covers all financial reporting objectives, (existence and occurrence: integrity; measurement;
presentation, breakdown and comparability; and rights and obligations), whether it is updated, and how
frequently.

As is indicated In the procedure, the identification and analysis of risks cover all aspects of financial
information, which may have a material impact on Its reliability.

The Risks Map is required to be updated annually as a minimum. However, in the event of circumstances
arising during the year, which require specific steps to be taken for the management of a potential risk, the
appropriate measures are adopted.

* The existence of a process for the identification of the consolidation scope taking into account, amang other
aspects, the possible existence of complex corporate structures, and instrumental or special-purpose companies.

The pracess for the identification and assessment of risks takes into consideration zll processes, group
companies and their various structures, and specific characteristics of each country and business line, with
particuiar attention being paid to risks deriving from transactions which, owing to their foreseen level of
complexity or significance, require speclalized management.

* Whether the process takes into account the effects of other risk types {(operational, technological, financial, legal,
reputational, environmental, and so on) insofar as these affect the financial statements.

As it has been mentioned above, the model is based on the ISO 31000 methodology that taking as its starting
point the Organizations’ objectives, results in a Risk Map that is updated annually, monitoring among others,
financial risks, tax and legal and those from different typology (operational, strategic, compliance,
environmental, Corporate Social Responsibility, fraud, ete.).

* The governing body, which supervises the process.

This entire process is reviewed and approved by the ACC, which is the body, which ultimately determines
whether the process of identification, assessment and monitoring of the Company's risks and, specffically, the
measures aimed at identifying material risks in relation to financial information, are appropriate and sufficient.

F.3 Control activity.

Report, noting their main features, if you have at least:

F.3.1 Procedures for reviewing and authorising the financial information and description of SICFR to be
disclosed to the markets, stating who is responsible in each case and documentation and flow
charts of activities and controls {including those addressing the risk of fraud) for each type of
transaction that may materially affect the financial statements, including procedures for the closing
of accounts and for the separate review of critical judgements, estimates, evaluations and
projections.

The Board of Directors is the highest responsible body for approving and monitoring the Group's financial statements.
The Group sends quarterly information o the stock market, This information is prepared by the Audit and Management
Control department, which perfurms a number of control activities during the accounting closing period to ensure reliability
of financial information.

In addition to the actual closure-of-accounts procedure, and prior to the process for the preparation and review of financial
Information, CIE Automctive has contrs! procedures and activities taking place in other xey areas of the company which
purpose is to ensure that transactions are properly recorded, measured, presented and broken down, and accordingly to
prevent and detect fraud and thus cover all transactions that could materially affect the CIE Automotive's financial
statements.

The key processes of the company, including closing, for which have been defined tisk and control matrices, are as follows;

1.Closing, consolidation and reporting
2.Property, plant and equipment
3.Financial assets and liabilities

4. Inventories

5.Revenue/Account receivable
6.Treasury
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7.Accruals

8.Cost of sales/Account payable
9.Human Resources

10. Tax

The financial statements are prepared based on a reporting schedule and deadlines, known by all participants in the
process, taking into account the time for legal delivery.

Furthermore, and for the review of judgments, opinions, assessments and projections, the Manual of Accounting Policies
defines the criteria for CIE Automaotive existing application approach.

The aforementioned significant transactions are reviewed by the company’s Board of Directors through various processes
{review, approval and monitoring of the Strategic Plan and Budget, and the review of the most significant accounting
estimates and accounting judgments used in the preparation of financial information), once the ACC has confirmed that the
information is adequate.

F.3.2 Internal control policies and procedures relating to information systems (including, among others,
access security, control over changes, operation of such systems, operating continuity and
segregation of duties) which support the entity's significant processes in relation to the preparation
and publication of financial information.

CIE Automotive has intemat control policies and procedures in place In respect of information systems, which support its
significant pracesses, including the process for the preparation and review of financial information. This policy and
framework policy is based on a catalogue of international standards SO 27000.

CIE Automotive uses information systems for the correct recording and control of its operations; it is therefare highly
dependent on their correct functioning.

As part of the process for the identification of risks of misstatement in financial information, CIE Automotive identifies the
systems and applications, which are relevant in each of the areas or processes considered significant. The systems and
applications identified include both those, which are used directly in the preparation of financial information, and those,
which are relevant to the efficacy of controls, which reduce the risk of misstatement in such information.

CIE Automotive has a security policy systems defined at the corporate level aimed at achieving the security objectives
identified.

The objective is to adopt the pertinent measures of an organizational, technical and documentary nature necessary to
guarantee the desired level of security. The work performed in this connection refates to the following areas:

+ Access control and user administration,

* Management of changes.

+ Back-up and recovery.

* Physical security.

« Control of subcontractors.

» Provision of resources, risk purging and business maintenance.

Critical business processes for CIE Automotive have different organizational and technological solutions that guarantee
business continuity.

F.3.3 Internai controi policies and procedures for supervising the management of activities outsourced to
third parties, as well as aspects of assessment, calculation or measurement entrusted to
independent experts, which may have a material impact on the financial statements.

In general, CIE Automotive does not outsource any activities considered relevant that could affect substantively to financia!
information.

In any case, CIE Automotive has a management procedure in place in respect of activities outsourced to third parties, the
purpose of which is to define the controls to be applied to activities outsourced to third parties, which have a significant
impact on the financial information prepared by CIE Automotive.

Based on the analysis undertaken, the view has been formed that during 2017 the only area outsourced with a possible
material impact on the financial information of the Group Is the Information Systems area. In this respect, CIE Automotive
has verified that the supplier company has the obtained appropriate certifications as to the adequacy of its control
environment, and that such certifications are periodically validated by an independent party.
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In addition, there are control activities taking place periodically in CIE Automotive (included in the aforementioned rigk and
control matrices) which also play a part in validating the control environment in this area.

Responsibility with respect to other activities in relation to significant transactions which are entrusted to independent
experts {e.g. tax advisory services, relaticnship with actuarial experts and derivative management) remains within CIE
Automotive specific monitoring work being required to guarantee their reliability.

F.4 Communication and information.

Report, noting their main features, if you have at least:

F.4.1 A specific function responsible for defining and updating accounting policies {area or department of

F.4.2

accounting policies) and resolve guestions or disputes regarding its inierpretation, maintaining fluid
communication with those responsible for transactions at the organization, as well as an updated
accounting policies manual to be communicated fo the subsidiaries through which the company
operates.

The Role of Accounting Policies is assumed by the Audit and Compliance department, which depends directly from the
Chief Executive Officer.

In performing this function, the depariment assumes the following responsibilities:

- Maintenance and dissemination of CIE Accounting Policy Manual {Continuous Update) to other Group companies.

- Update any changes in accounting rules applicable to all members of the finance function of CIE.

- Resolution of disputes that may arise (individually or in a consolidated level) in the interpretation of the rules to be applied.
- Mechanisms for capturing and preparing financial information homogenously.

Mechanisms for financial information gathering and preparation in standard format, application
and use by all units of the entity or the group, supporting key financial statements and notes, as
well as information concerning SICFR.

CIE Automotive has a specific system for financial reporting and consolidation, which is used in all greup units, alfowing the
capture of financial information homogenously. This system is also used, in turn, to the development of aggregation and
consolidation of the data reported.

Additionally, for the collection of the SICFR information, CIE is involved in the implementation process of SAP GRC tool in
all Group units.

F.5 System performance monitory

Report, noting its main features, at least:

F.5.1

Monitoring activities conducted by the SICFR audit committee and whether the entity has an
internal audit function whose competencies include the support to the commiittee in its oversight of
the internal control system, including SICFR. Also informing of the scope of the assessment of
SICFR in the exercise and the process by which the responsible for implementing the evaluation
reports its results, if the entity has an action plan detailing any corrective measures, and whether it
has considered its impact on financial reporting.

The ACC has the following oversight responsibiliies of SICFR:

- Supervision of periodic financial information.
= Monitoring and evaluation of the operation of SICFR.
Knowing the financlal reporting process and intemal control systems associated with significant risks of company.
- Periodically review internal control and risk management systems, so main risks are identified, managed and properly
disclosed.

CIE Automotive has a Corporate interal Audit Department, which depends en the Compliance department and this in

tumn to the AGC, which coordinates the internal Auditing teams in Europe(including Russia and Morocco in the scope),
Mexico, Brazil and India whose members are exclusively dedicated to these functions.
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The main function of the Intemal Audit Department is overseeing the internal control system, within which there are
included issues such as supervision of the correct implementation of the risk management system, in which it is also
included the managing of the risk of fraud, and controls aimed at reliability of financial information:.

Based on the results of the risk assessment, the Internal Audit department prepares an annual plan of CIEs' SICFR, to be
submitted in each period for approval by the ACC as responsible for oversesing the SICFR.

The information to be provided to the market or stakeholders about SICFR will have an annual basis and shall cover the
period of the corresponding financial report.

F.5.2 If you have a discussion process by which the auditor (In accordance with the provisions of the
NTA), the internal audit function and other experts can communicate to senior management and
the audit committee or board of the entity significant internal control weaknesses identified during
the review process of the annual accounts or those that have been entrusted to them. It should
also report on whether an action plan to correct or mitigate the weaknesses observed exists.

The auditor participates actively in the meetings of the ACC. Furthermore, the auditor issues annuaily a report of internal
control weaknesses, which is submitted to the ACC for the adoption of measures deemed approptiate.

Additionatly, CIE Autemotive has a procedure allowing any extemnal advisors, in the exercise of its activity, to detect the
existence of intemal control weaknesses, and communicate through Internal Audit department to the ACC's detected
issues for discussion, analysis and evaluation.

F.6 Other relevant information.

Not applicable.

F.7 External auditor report.
Report of:
F.7.1  If SICFR information supplied to markets has been reviewed by the external auditor, in which case

the entity should include the report. Otherwise, it should report its reasons.

CIE Automotive has submitted to an External Auditor the effectiveness of intemal control system on the Financial Reporting
(SICFR), in relation to the financial information contained in the Groups' consolidated annual accounts at December 31,
2017.

A copy of the opinion of the External Auditor is attached.

@ COMPLIANCE WITH CORPORATE GOVERNANCE RECOMMENDATIONS

Indicate the degree of conformance of the company to the recommendations of the Unified Code of Good
Governance.

In the event that any recommendation is not followed or partially followed, include a detailed explanation

of its reasons so that shareholders, investors and the market in general, have sufficient information to
evaluate the behaviour of the Company. General explanation will not be acceptable.

1. The Articles of Association of listed companies should not place an upper limit on the votes that can be
cast by a single shareholder, or Impose other obstacies to the takeover of the company by means of
share purchases on the market.

Compiy Explain I

2. When a dominant and a subsidiary company are stock market listed, the two shouid provide detailed
disclasure on:
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a) The type of activity they engage in and any business dealings between them, as well as between the
subsidiary and other group companies;
b) The mechanisms in place to resolve possible conflicts of interest.

i i ]
Comply I:I Partially comply X i Explain [ i Notapplicable !

It should be noted that CIE Automotive and its listed subsidiary Global Dominien Access (i) have no business relations (ii) and
consequently could not lead to possible conflicts of interest. These are unlikely to occur as there are no business relations.

in any case, by the fact that there are no business relations, it is not necessary to define with more precision “the eventual
business relation between the parent and the listed subsidiary and between the listed subsidiary and the remaining of the group
companies” and “the mechanisms in place to resolve possible conflicts of interest”

Consequently, It is not considered necessary to define publicly their relation and thus the Company considers that the
recommendation is partially complied.

3. During the annual general meeting, the chairman of the board should verbally inform shareholders in
sufficient detail of the most relevant aspects of the company's corporate governance, suppiementing the
written information circulated in the annual corporate governance report. In particular

a) Changes taking place since the previous annual general meeting.
b) The specific reasons for the company not following a given Good Governance Code
recommendation, and any alternative procedures followed in its stead.

Comply D Partially comply | X Explain |

The framework of normal running of the General Shareholders’ Meeting, we inform those of the relevant circumstances
occurred sinca the last meeting, including, issues of corporate governance (j.e. adoption of new Board of Directors regulation,
creation of the Corporate Social Responsibility Committee, etc.).

However, it is not considered important to emphasize why the CIE Automotive, S.A. does not follow any specific
recommendation to the extent that (i) no circumstances seem sufficiently relevant, and (ii) those circumstances, if appropriate,
are included in the Annual Corporate Governance Report, {fo which shareholders have access)

4. The company should draw up and implement a policy of communication and contacts with shareholders,
institutional investors and proxy advisors that complies in full with market abuse regulations and accords
equitable treatment to shareholders in the same position.

This poticy should be disclosed on the company's website, complete with details of how it has been put
into practice and the identities of the relevant interlocutors or those charged with its implementation.

Compily Partiaily comply I:I Explain l

5. The board of directors should not make a proposal to the general meeting for the delegation of powers to
issue shares or convertible securities without pre-emptive subscription rights for an amount exceeding
20% of capital at the time of such delegation.

When a board approves the issuance of shares or convertible securities without pre-emptive subscription
rights, the company should immediately post a report on its website explaining the exclusion as
envisaged in company legislation.

Comply X Partiafly comply . Explain I

6. Listed companies drawing up the following reports on a voluntary or compulsory basis should publish
them on their website well in advance of the annual general meeting, even if their distribution is not
obligatory:

a) Report on auditor independence.
b) Reviews of the operation of the audit committee and the appointments and remuneration committee.
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¢) Audit committee report on third-party transactions.
d) Report on corporate social responsibility policy.

Comply I:' Partally comply | ' Explaln | X

As a result of the holding the Sharehclders General Meeting in 2018, the referred reports will be published.

7. The company should broadcast its general meetings live on the corporate website.

Comply i | Explain

Given the characteristics of CIE Automotive, 5.A. shareholdars, and in light of the assistance to the Boards, CIE Automotive, S.A.
does not consider relevant live broadcast of the Shareholders General Meeting through its website.

In view of the size, capitalization, composition of share capital and the normal development of the meetings of the Generai Board,
the Company considers that live streaming would not have a broad reception. Consequently, the measure would have more cost
than benefits involved and its implementation would not add value to the corporate government.

8. The Audit committee should strive to ensure that the board of directors could present the company's
accounts to the general meeting without limitations or qualifications in the auditor's report. In the
exceptional case that qualifications exist, both the chairman of the audit committee and the auditors
should give a clear account to sharehelders of their scope and content.

Comply Parilally comply I Explain I:I

9. The company should disclose its conditions and procedures for admitting share ownership, the right to
attend general meetings and the exercise or delegation of voting rights, and display them permanently on
its website.

Such conditions and procedures should encourage sharehoiders to attend and exercise their rights and
be applied in a non-discriminatory manner.

Comply i X I Partialty compiy l:l Explain

10.When an accredited sharehclder exercises the right to supplement the agenda or submit new proposals
prior to the general meeting, the company should:

a) Immediately circulate the supplementary items and new propesals.

b) Disclose the maodel of attendance card or proxy appointment or remote voting form duly modified so that new
ggenda items and alternative proposals can be voted on in the same terms as those submitted by the board of
irectors.

c) Put all these items or alternative proposals to the vote applying the same voting rules as for those submitted by the
board of directors, with particular regard to presumpticns or deductions about the direction of votes.

d) After the general meeting, disclose the breakdown of votes on such supplementary items or alternative proposals.

i ]
Comply ] Partially comply ! Explain | i Not appiicable

11.in the event that a company plans te pay for aftendance at the general meeting, it should first establish a
general, long-term policy in this respect.
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Comply i I Partially comply ,I | Explain I | Not applicabye | X

12.The board of directors should perform its duties with unity of purpose and independent judgement,
according the same treatment to all shareholders in the same position. It should be guided at all times by
the company’s best interest, understood as the creation of a profitable business that promotes its
sustainable success over time, while maximising its economic value.

In pursuing the corporate interest, it should not only abide by laws and regulations and conduct itself
according to principles of good faith, ethics and respect for commonly accepted customs and good
practices, but also strive to reconcile its own interests with the legitimate interests of its employees,
suppliers, clients and other stakeholders, as well as with the impact of its activities on the broader
community and the natural environment.

Comply I X | Partially comply | Explain é

13.The board of directors should have an optimal size to promote its efficient functioning and maximise
participation. The recommended range is accordingly between five and fifteen members.

Comply | X | Explain

14.When The board of directors should approve a director selection policy that:
a) Is concrete and verifiable.
b) Ensures that appointment or re-election proposals are based on a prior analysis of the board’s needs.

c) Favours a diversity of knowledge, experience and gender.

The results of the prior analysis of board needs should be written up in the appointments committee's
explanatory report, to be published when the general meeting is convened that will ratify the appointment
and re-election of each director.

The director selection policy should pursue the goal of having at least 30% of total board places occupied
by women directors before the year 2020.

The appointments committee should run an annual check on compliance with the director selection
policy and set out its findings in the annual corporate governance report.

Comply Partlally comply I:I Explaln X |

Given the usual lack of vacancies in the Board of Directors, it does not exist such a policy for the selection of directors, without
prejudice that prevail the fulfiiment of the required objectives by this recommendation in the Board of Directors’ decisions in the
context of the various appointments. So far, the standards, which have guided to the Appointments and Compensation Committee
and the Board of Directors in the selection process for the directors, have satisfactorily passed the stablished requirements in the
recommendation. In the future, t is hoped that the level of selection and compliance of the requirements of the diversity of
knowiedge, experience and especially gender, despite the absence of a selection policy.

15.The Proprietary and independent directors should constitute an ample majority on the board of directors,
while the number of executive directors should be the minimum practical bearing in mind the complexity
of the corporate group and the ownership interests they control.

—
Comply X | Partially comply l Explain |

16.The percentage of proprietary directors out of all non-executive directors should be no greater than the
proportion between the ownership stake of the shareholders they represent and the remainder of the
company's capital.
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This criterion can be relaxed:

a) Inlarge cap companies where few or no equity stakes attain the legal threshold for significant
shareholdings.
b) In companies with a plurality of shareholders represented on the board but not otherwise related.

Comply i | Explain X

In line with paragraph (b) of this recommendation, CIE Automative, $.A. has a number of significant shareholders represented in
the Board of Directors, without any relationship.

The eventual overrepresentation of Proprietary Directors that might be detected is attenuated by the diversity of interest of the
significant shareholders who form the board.

The Company considers that the balanced proportion, which is expressed by the recommendation, is adequately attenuated by the
diversity of interest of the significant shareholders. Proprietary directors with different knowledge, experience and profile represent
them in the Board of Directors.

17.Independent directors should be at [east half of all directors

However, when the company does not have a large market capitalization, or when a large cap company
has shareholders individually or concertedly controlling over 30 per cent of capital, independent directors
should occupy, at least, a third of board places.

|
Comply l:| Explain

CIE Automotive, S.A. believes that the number of independent directors reflects correctly the current shareholding composition of
the company.

Singe the Company is not consider as large-caps, the ratio of independents directors over total directors in the Board of Directors is
a 15%. It does not achieve a third of the board place recommended, however if it is included both independent director and external
directors the ratio is a 77%.

The Company considers that the referred proportions are appropriate for the configuration of the Board of Directors considering the
shareholders composition and thus it is not necessary to include more independent directors, by the moment. The company
contemplate the number of external directors (three-quarters of the directors) enable Board to take decisions with the necessary
levels of quality, objective and independence for the right formation of the corporate will. Notwithstanding the foregoing, will be
promoted the inclusion of the independents directors for the successive appointments.

18.The Companies should disclose the following director particulars on their websites and keep them
regularly updated:

a) Background and professional experience.

b) Directorships held in other companies, listed or otherwise, and other paid activities they engage in, of
whatever nature.

c) Statement of the director class to which they belong, in the case of proprietary directors indicating the
shareholder they represent or have links with.

d) Dates of their first appointment as a directors and subsequent re-elections.

e) Shares held in the company, and any options on the

Comply ‘ Parifally comply | X Explain

Although there Is no specific section on the web page that grouped the information indicated in the recommerdation, it is found in
the Annual Corporate Governance Report (accessible at all times from the website) and in the section of the website reserved for
the Board. of adminisiration; with what the Company understands that the content of the information is sufficient for the pumoses
that are pre-selected and in relation to the profiles of the members of the Board of Directors.

19.Following verification by the appointments committee, the annual corporate governance report should
disclose the reasons for the appointment of proprietary directors at the urging of shareholders controlling
less than 3 per cent of capital; and explain any rejection of a formal request for a board place from
shareholders whose equity stake is equal fo or greater than that of others applying successfully for a
proprietary directorship.

39



| —
Comply ! Partially comply [:I Explain ' Notapplicable | X

20.Proprietary directors should resign when the shareholders they represent dispose of their ownership
interest in its entirety. If such sharehoiders reduce their stakes, thereby losing some of their entittement
to proprietary directors, the latters’ number should be reduced accordingly.

3
Comply Partially comply | | Explain Not applicable X

21.The board of directors should not propose the removal of independent directors before the expiry of their
tenure as mandated by the bylaws, except where they find just cause, based on a proposal from the
appointments committee. In particular, just cause will be presumed when directors take up new posts or
responsibilities that prevent them allocating sufficient time to the work of a director, or are in breach of
their fiduciary duties or come under one of the disqualifying grounds for classification as independent
enumerated in the applicable legislation.

The removai of independent directors may aiso be proposed when a takeover bid, merger or similar
corporate transaction alters the company’s capital structure, provided the changes in board membership
ensue from the proportionality criterion set out in recommendation 186,

Comply PX ; Explain

22.Companies should establish rules obliging directors to disclose any circumstance that might harm the
organisation’s name or reputation, tendering their resignation as the case may be, and, in particular, to
inform the board of any criminal charges brought against them and the progress of any subsequent trial.

The moment a director is indicted or tried for any of the offences stated in company legislation, the board
of directors should open an investigation and, in light of the particular circumstances, decide whether or
not he or she should be called on to resign. The board should give a reasoned account of all such
determinations in the annual corporate governance report.

Comply I:I Partially compty Explain I:I

The recommendation 22 include two reasons or circumstances to resign: (i) circumstance that might harm the organisation’s name
or reputation. (if) The director is indicted or tried for any of the offences stated in company legislation.

The article 26.2(d) The Board of Directors regulation of the Company establish as resign circumstances: “When the directors are
indicted for an allegedly criminal act or are subject to a disciplinary proceeding for serious or very setious fault instructed by the
supervisory authorities”.

Regard to the second reason or circumstance described in the 22 recommendation, this is included in the Board of Directors
regulations (The expression “are indicted” include the order opening similar to an Indictment act in the summary proceedings.
Furthermore, the ievel of requirements of the Board of Directors regulation is higher than the recommended, because this include
any kind of offence (not only the referred in the company legislation). It overcome the jurisdictional criminal scope inasmuch as
include the initiation of disciplinary proceedings and thus the Company comply the second circumstance of the recommendation.

Regard to the first reason or circumstance described in the 22 recommendation, the Company considers that it is extremely broad
and abstract. Inasmuch as the objective of is sufficiently covered by the article 26.2 (d) to (f) sections of the Board of Directors
regulation. [n any case, the company does not fully comply.

23.Directors should express their clear opposition when they feel a proposal submitted for the board's
approval might damage the corporate interest. In particular, independents and other directors not subject
to potential conflicts of interest should strenuously challenge any decision that could harm the interests of
shareholders lacking board representation.

When the board makes material or reiterated decisions about which a director has expressed serious

reservations, then he or she must draw the pertinent conclusions. Directors resigning for such causes
should set out their reasons in the letter referred to in the next recommendation.
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The terms of this recommendation also apply to the secretary of the board, even if he or she is not a
director

] i
Comply Partlally comply ! Explain | Not applicable X
L =

24 .Directors who give up their place before their tenure expires, through resignation or otherwise, should
state their reasons in a letter to be sent to all members of the board. Whether or not such resignation is
disclosed as a material event, the motivating factors should be explained in the annual corporate
governance report.

i 1 : i
Comply I I Partiafly comply Explain i Notapplicable ; X
I —

25.The appointmenis committee should ensure that non-executive directors have sufficient time available to
discharge their responsibilities effectively.

The board of director’s regulations should lay down the maximum number of company boards on which
directors can serve.

Comply I:I Partial[ycomply% Explain l X |

The Board of Directors of the Company have a balanced composition regard the director's category. The directors, who act as
directors in other companies, have evidenced that these functions do not prevent the sufficient dedication to the task assigned to
the CIE Automotive directors.

The Appointments and Compensation Committee in the independent director appointment or assessment, or any other director,
asses that dedication ability of the candidate.

For these reasons, the Company considers that it is not necessary to include this limitation in the Board of Directors regulation.

26.The board should meet with the necessary frequency to properly perform its functions, eight times a year
at least, in accordance with a calendar and agendas set at the start of the year, to which each director
may propose the addition of initially unscheduled items.

Comply I:l Partially comply | X | Explain |

The Company considers that is not necessary the minimal recommended frequency (8 meeting each year). For various reasons
such as, the existence of three executive directors including the Chief Executive Officer who can take executive decisions.
Furthermore, in practice the number of annual meetings (6) of this committee have been revelated enough.

27.Companies Director absences should be kept to a strict minimum and guantified in the annual corporate

governance report. In the event of ahsence, directors should delegate their powers of representation with
the appropriate instructions.

Comply i Partially comply Explain x|
L1

The absences of the directors are quantified in the Annual Corporate Govemance Report. It should be noted that in the majority of
cases, absent directors proceed to delegate their representation to other directors, although they do not grant representation with
specific instructions, but leave the direction of the representative director the direction of the vote. Although this practice does not
comply with the recommendation, in all the sessions in which this circumstance occurred, the number of absences (although
represented without instructions) was not significant, the absent counselors having been duly represented through the
representatives indicated.
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28.When directors or the secretary express concerns about some proposal or, in the case of directors, about
the company's performance, and such concerns are not resclved at the meeting, they should be
recorded in the minute book if the person expressing them so requests.

Comply I Partially compiy | ! Explain Motapplicable | X

29.The company should provide suitable channels for directors to obtain the advice they need to carry out
their duties, extending if necessary fo external assistance at the company’s expense.

Comply l X | Partially comply | Explain i

30.Companies Regardiess of the knowledge directors must possess to carry out their duties, they should
also be offered refresher programmes when circumstances so advise.

i
Comply ; Explain | Not applicable| X |

31.The agendas of board meetings should clearly indicate on which points directors must arrive at a
decision, so they can study the matter beforehand or gather together the material they need.

For reasons of urgency, the chairman may wish to present decisions or resolutions for board approval
that were not on the meeting agenda. In such exceptional circumstances, their inclusion will require the
express prior consent, duly minuted, of the majority of directors present.

Comply Partially comply l:l Explain |

32.Directors should be regularly informed of movements in share ownership and of the views of major
shareholders, investors and rating agencies on the company and its group.

Comply | X | Partially comply |:| Explain ] '

33.The chairman, as the person charged with the efficient functioning of the board of directors, in addition to
the functions assigned by law and the company's bylaws, should prepare and submit to the board a
schedule of meeting dates and agendas; organise and coordinate regular evaluations of the board and,
where appropriate, the company’s chief executive officer; exercise leadership of the board and be
accountable for its proper functioning; ensure that sufficient time is given to the discussion of strategic
issues, and approve and review refresher courses for each director, when circumstances so advise.

Comply Partiafly comply I:I Explain '

34.When a lead independent director has been appointed, the bylaws or board of directors regulations
should grant him or her the following powers over and above those conferred by law: chairman the board
of directors in the absence of the chairman or vice chairmen give voice to the concerns of non-executive
directors; maintain contacts with investors and shareholders to hear their views and develop a balanced
understanding of their concerns, especially those to do with the company's corporate governance; and
coordinate the chairman’s succession plan.

F_n - 1
Comply X | Partialy comply | | Explain | Notapplicable
L

35.The board secretary should strive to ensure that the board’s actions and decisions are informed by the
governance recommendations of the Good Governance Code of relevance to the company.

Comply E Explain |

42



36.In The board in full should conduct an annual evaluation, adopting, where necessary, an action plan to
correct weakness detected in:

a) The quality and efficiency of the board’s operation,

b) The performance and membership of its committees.

¢) The diversity of board membership and competences.

d) The performance of the chairman of the board of directors and the company’s chief executive.

e) The performance and contribution of individual directors, with particular attention to the chairmen of
board committees.

The evaluation of board committees should start from the reports they send the board of directors, while
that of the board itself should start from the report of the appointments committee.

Every three years, the board of directors should engage an external facilitator to aid In the evaluation
process. This facilitator's independence should be verified by the appointments committee.

Any business dealings that the facilitator or members of its corporate group maintain with the company or
members of its corporate group should be detailed in the annual corporate governance report.

The process followed and areas evaluated should be detailed in the annual corporate governance report.

1

1
Comply I X Partially comply Explain ' :

37.When an executive committee exists, its membership mix by director class should resemble that of the
board. The secretary of the board should also act as secretary to the executive committee.

Comply Partially comply |:l Explain | X Not applicable |

The Executive Committee reflect an adequate composition for the assigned duties. The duties of the executive committee of the
Company are principally monitoring the ordinary course of business, with a character markedly industrial. Therefore instead of
replicate the composition of the Board of Directors, the Company cansiders that Is better that directors with an executive or
industrial professional profile formed the composition of Executive Committee.

In any case, this Committee has ceased in its functions with effects 1 January 2018, whilst no meetings were held during 2017.

38.The board should be kept fully informed of the business transacted and decisions made by the executive
committee. To this end, all directors should receive a copy of the committee’s minutes.

!
Comply Partially comply Explain | X Not applicable
L=

First of all, the Executive Committee has held no meeting in 2017. In any case, given the functions of the Executive Committee and
its essential task of monitoring the business, is not necessary to bring minutes of the Executive Commission to the rest of the Board
of Directors.

The reason for this circumstance is essentially that the Executive Committee has not taken decision actions, reserved to Board of
Directors, the duties of the committee are carry out tracking of the business, the information from the monitoring task are reported
te the Boards of Directors In each meeting. Due to these causes the Company have not considerad necessary the compliance of
the recommendation.

38.All members of the audit committee, particularly its chairman, should be appointed with regard to their
knowledge and experience in accounting, auditing and risk management matters. A majority of
committee places should be held by independent directors.

Comply X 1 Partially comply l Explain | l
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40.Listed companies should have a unit in charge of the internal audit function, under the supervision of the
audit committee, to monitor the effectiveness of reporting and controf systems. This unit should report
functionally to the board’s non-executive chairman or the chairman of the audit committee.

I——|
Comply X Partially comply | | Explain I:I

41.The head of the unit handling the internal audit function should present an annual work programme to the
audit committee, inform it directly of any incidents arising during its implementation and submit an
activities report at the end of each year.

—

1 1 ) 1
Comply Partiaily comply | Explain | i Notapplicable ! !

The audit committee should have the following functions over and above those legally assigned:
1. With respect to intemal control and reporting systems:

a) Monitor the preparation and the integrity of the financial information prepared on the company and, where
appropriate, the group, checking for compliance with legal provisions, the accurate demarcation of the
consolidation perimeter, and the correct application of accounting principles.

b) Monitor the independence of the unit handling the intemal audit function; propose the selection, appointment,
re-election and removal of the head of the internal audit service; propose the service’s budget; approve its
priorities and work programs, ensuring that it focuses primarily on the main risks the company is exposed to;
receive regular report-backs on its activities; and verify that senior management are acting on the findings and
recommendations of its reports.

c) Establish and supervise 2 mechanism whereby staff can report, confidentially and, if appropriate and
feasible, anonymously, any significant irregularities that they detect in the course of their duties, in particular
financial or accounting irregularities.

2. With regard to the external auditor:
a) Investigate the issues giving rise to the resignation of the external auditor, should this come about.
b) Ensure that the remuneration of the external auditor does not compromise its quality or independence.

¢} Ensure that the company notifies any change of external auditor to the CNMV as a material event,
accompanied by a statement of any disagreements arising with the outgoing auditor and the reasons for the
same.

d) Ensure that the external auditor has a yearly meeting with the board in full to inform it of the work undertaken
and developments in the company’s risk and accounting positions.

e) Ensure that the company and the external auditor adhere to current regulations on the provision of non-audit
services, limits on the concentration of the auditor's business and other requirements conceming auditor
independence.

Comply Partiallycomply | x | Explain ! |
—

Despite the fact that some of the mentioned functions are not specifically attributed to the commitiees in the
social texts, these are carrying out the same de facto, particularly, those which are expressly stipulated by the
article 529 of the Corporate Enterprises Act (and consecuently, being direcily applicable).

The Regulation of the Audit Committee includes expressly the following functions (in reference to the issues
contained in the Recommendation 42) which gives, at least in a pariial way and certainly not with a literally
meaning, all the recommendations identified, for the internal control and the preparation of the information as
well as for the external auditor:

"e. To analyze, together with the annual accounts auditors, the significant weaknesses of the intemal control
systemn identified during the auditing process. (Recommendation 42;2b)).
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f. To supervise the preparation and disclosure process of the mandatory financial information.
{Recommendation 42;1a)).

g. To propose to the Board of Directors for submission to the General Shareholders’ Meeting, the appointment,
re-election or replacement of the auditors, as well as the conditions of Its recruliment, in accordance with the
applicable regulatien, and to obtain regularly from them such information regarding audit plan and execution, as
well as preserve their independence in the exercise of its duties.

h. To supervise the activity of the Intemnal Audit area, which will depend functionally on the Audit and
Compliance Committes. (Recommendation 42;1b)).

i. To establish the appropriate refations with the externatl auditors in order to obtain informaticn in reference to
issues which could put into risk their independence, for their exam by the Committee, and any others, regarding
the account auditing development process, and any other communications contemplated in the annual
accounts legislation and in the remaining auditing standards.

in any case, it should receive annually from the external auditors the written confirmation of their independence
with the Company or with its subsidiaries directly or indirectly, as well as the information from any additional
services and its fees provided by the external auditors or by people or related entities to them, in accordance
with the account auditing process. (Recommendation 42;2)"

43.The audit committee should be empowered to meet with any company employee or manager, even
ordering their appearance without the presence of another senior officer.

Comply IZ] Partially comply Explain I i

44.The audit committee should be informed of any fundamental changes or corporate transactions the
company is planning, so the committee can analyse the operation and report to the board beforehand on
its economic conditions and accounting impact and, when applicable, the exchange ratio proposed.

Comply D Partially comply ' Explain I Not applicable

Risk control and management policy should identify at least:

a) The different types of financial and non-financial risk the company is exposed to (including operational,
technolegical, financial, legal, social, environmental, political and reputaticnal risks), with the Inclusion under
financial or economic risks of contingent liabilities and other off- balance-sheet risks.

b} The setting of the risk level that the company deems acceptable.

¢) Measures in place to mitigate the impact of risk events should they occur.

d) The intemal reporting and control systems to be used to control and manage the above risks, including
contingent liabilities and off-balance-sheet risks.

r —
Comply i+ X | Partially comply | Explain
I

46.Companies should establish a risk conirol and management function in the charge of one of the
company’s internal department or units and under the direct supervision of the audit committee or some
other dedicated board committee. This function should be expressly charged with the following
responsibilities:

a) Ensure that risk control and management systems are functioning correctly and, specifically, that major risks the
company is exposed to are correctly identified, managed and quantified.

b) Participate actively in the preparation of risk strategles and in key decisions about their management.

c) Ensure that risk control and management systems are mitigating risks effectively in the frame of the policy drawn
up by the board of directors.
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Comply X | Partially comply ! ! Explain !

47.The Appointees to the appointments and remuneration committee - or of the appointments committee
and remuneration committee, if separately constituted - should have the right balance of knowledge,
skills and experience for the functions they are called on to discharge. The majority of their members
should be independent directors.

Comply Partially comply | ! Exptain | |

48.Large cap companies should operate separately constituted appointments and remuneration
committees.

Comply Ij Explain } {Not applicble

49.The appointments committee should consult with the company's chairman and chief executive,
especially on matters relating to executive directors.

When there are vacancies on the board, any director may approach the appointments committee to
propose candidates that it might consider suitable.

Comply Partially comply I:I Explain E

50.The remuneration committee should operate independently and have the following functions in addition
to those assigned by law:

a)
b)
c)

d)

e)

Propose to the board the standard conditions for senior officer contracts.
Monitor compliance with the remuneration policy set by the company.

Periodicalty review the remuneration policy for directors and senior officers, including share-based remuneration
systems and their application, and ensure that their individual compensation is proportionate to the amounts paid
to other directors and senior officers in the company.

Ensure that conflicts of interest do not undemine the independence of any external advice the committee
engages.

Verify the information on director and senior officers’ pay contained in corperate documents, including the annual
directors’ remuneration statement.

Comply I:I Partially comply X Explain l:l

The regulation of the Appointments and Compensation Committee set forth explicitly the following duties (referred to the issues
explained in the recommendation 50). It covers partially, not completely, the menticned recommendation.

“a) Propose to the Board of Directors the standard conditions for Directors and senior officer remunerations and periodically

k}

review them, and if it would be necessary propose modifications and update fo the Board of Directors. {Recommendations 50
a) and ¢)).

Netify to the Board of Directors the proposals of the senior executive officer of the Company conceming the remunerations
structure of senior officer and basic conditions of contracts. (Recommendations 50 a))

Ensure the complilance of the Company remunerations programs and inform about the documents that must be approved by
the Board of Directors. It is necessary to enable the dissemination of information concerning remunerations. Included the
Annual Remunerations of Director's Report and the corresponding subsections from the Corporate Governance Annual
Report. (Recommendations 50 b} and &)}’
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51.The remuneration committee should consuit with the company’s chairman and chief executive, especially
on matters relating to executive directors and senior officers.

Comply | X | Partially comply | Explain I:l

52.The terms of reference of supervision and control committees should be set out in the board of director's
regulations and aligned with those governing legally mandatory board committees as specified in the
preceding sets of recommendations. They should include at least the following terms:
a) Committees should be formed exclusively by non-executive directors, with a majority of  independents.

b} They should be chaired by independent directors.

¢) The board should appoint the members of such commitiees with regard to the knowledge, skills and experience
of its directors and each committee’s terms of reference; discuss their proposals and reports; and provide
report-backs on their activities and work at the first board plenary following each committee meeting.

d) They may engage external advice, when they feel it necessary for the discharge of their functions.

e) Meeting proceedings should be minuted and a copy made available to all directors.

i '
Comply Partialiy comply X | Explain Nat apphicable I:I

With regard to the Corporate Social Responsibility Committee, the recommendations applicable about the composition of the
committee members are not fulfilled, inasmuch as there are not independents directors in the heart of the committee. The
Company considers that external directors correctly camy out the duties attributable to this committee, the external directors
have the identical criteria of comrection and independence that an independence director, for this reason it is not consider
required that the Chairman or the members of the committee is elected from the independent directors.

53.The task of supervising compliance with corporate governance rules, internal codes of conduct and
corporate sogial responsibility policy should be assigned to one board committee or split between
several, which could be the audit committee, the appointments committee, the corporate social
responsibility committee, where one exists, or a dedicated committee established ad hoc by the board
under its powers of self-organisation, with at the least the following functions:
a)} Monitor compliance with the company's intemal codes of conduct and corporate governance rules.

b) Oversee the communication and relations strategy with shareholders and investors, including small and
medium-sized shareholders.

c) Pericdically evaluate the effectiveness of the company's corporate governance system, to confirm that it is
fulfilling its mission to promote the corporate interest and catering, as appropriate, to the legitimate interests of
remaining stakeholiders.

d) Review the company’s corporate social responsibility policy, ensuring that it is geared to value creation.
e) Monitor corporate social responsibility strategy and praciices and assess compliance In their respect.
f} Moniter and evaluate the company’s interaction with its stakeholder groups.

g) Evaluate all aspects of the non-financial risks the company is exposed to, including operational, technological,
legal, social, environmental, political and reputational risks.

h) Coordinate non-financial and diversity reporting processes in accordance with applicable legislation and
internaticnal benchmarks.

Comply Partially comply I:I Explain |
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54.The corporate social responsibility policy should state the principles or commitments the company will
voluntarily adhere to in its dealings with stakeholder groups, specifying at least:
a} The goals of its corporate social responsibility policy and the support instruments to be deployed.

b) The corporate strategy with regard to sustainability, the environment and social issues.

¢} Concrete practices in matters relative to: shareholders, employees, clients, suppliers, social welfare issues, the
environment, diversity, fiscal responsibility, respect for human rights and the prevention of illegal conducts.

d) The methods or systems for monitoring the results of the practices referred to above, and identifying and
managing related risks.

e} The mechanisms for supervising non-financial risk, ethics and business conduct.
f) Channels for stakeholder communication, participation and dialogue.

g) Responsible communication practices that prevent the manipulation of information and protect the company’s
honour and integrity.

Comply poX I Partlally comply i Explain
AR [—

55.The company should report on corporate social responsibility developments in its directors’ report orin a
separate document, using an internationally accepted methodology.

1 H
Comply X i Partially comply Explain |

56.Director remuneration should be sufficient to attract individuals with the desired profile and compensate
the commitment, abilities and responsibility that the post demands, but not so high as to compromise the
independent judgement of non-executive directors.

Comply X Explain

57.Variable remuneration linked to the company and the director's performance, the award of shares,
options or any other right to acquire shares or to be remunerated on the basis of share price movements,
and membership of long-term savings schemes such as pension plans should be confined to executive
directors.

The company may consider the share-based remuneration of non-executive directors provided they
retain such shares until the end of their mandate. The above condition will not apply to any shares that
the director must dispose of to defray costs related to their acquisition.

Comply I X Partially comply [ Explain . _i

58.1n the case of variable awards, remuneration policies should include limits and technical safeguards to
ensure they reflect the professional performance of the beneficiaries and not simply the general progress
of the markets or the company's sector, or circumstances of that kind.

In particular, variable remuneration items should meet the following conditions:

a) Be subject to predetermined and measurable performance criteria that factor the risk
assumed to obtain a given outcome.

b) Promote the long-term sustainability of the Company and include non-financial criteria that are relevant for the

company’s long-term value, such as compliance with its internal rules and procedures and its risk control and
management policies.
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¢} Be focused on achieving a balance between the delivery of short-, medium- and long-term cbjectives, such that
performance-related pay rewards ongoing achievement, maintained over sufficient time to appreciate its
contribution to fong-term value creation. This will ensure that performance measurement is not based solely on
one-off, occasional or extracrdinary events,

Comply i Partially comply | ] Explain I X i Notapplicable l

The CEOQ accrues a variable remuneration which depends on the compliance of the generic goals. (EBITDA).These objectives are
amenable to be assessed and evaiuated by Appointments and Compensation Committee {as obtective ievels of compliance are
not previously stablished).

The Company does not consider relevant link the variable remuneration to objective, measurable and direct elements, whom relate
remuneration and performance of the Company, beyond a generic element of compliance such as the levels of budgeted EBITDA.

Is not contemplated the need to infroduce control mechanism such as mentioned in b) and ¢) .The relation between the Company
and the Chief Executive Officer has demonsirated his commitment, loyalty and value creation for the Group.

The performance of executive directors, who receive this kind of remunerations, have typically been of high commitment and
dedication. Furthermore, the retums for the Company have been so satisfactory that correlation measures are not required.

59.A major part of variable remuneration components should be deferred for a long enough period to ensure
that predetermined performance criteria have effectively been met.

Comply i Partially comply ' Explain | X | Notapplicable !

In accordance with the explanation in the Recommendations number 58, the Company does not consider the variable
remuneration of the Chief Executive Officer should be deferred, untif the compliance of the objective would has been checked.

60.Remuneration linked to company earnings should bear in mind any qualifications stated in the external
auditor's report that reduce their amount.

i i '
Compily i Partially comply | Explain | X | Not applicable |

The variable remuneration of the Chief Executive Officer does not take into account these circumstances, essentially as a result of
the absence of qualifications in the financial statements report of the external auditors.

If qualification existed, the circumstances will be Linderstood and consequences assessed by the Board of Directors in each
particutar situation.

61.A major part of executive directors’ variable remuneration shouid be linked to the award of shares or
financial instruments whose value is linked to the share price.

| i . | . |
Comply X  Partially comply Exptain Not applicable

62.Following the award of shares, share options or other rights on shares derived from the remuneration
system, directors should not be allowed to transfer a number of shares equivalent to twice their annual
fixed remuneration, or fo exercise the share options or other rights on shares for at least three years after
their award.

The above condition will not apply to any shares that the director must dispose of to defray costs related
to their acquisition.

— —
Comply ]:I Partially comply : | Explan { X Not applicable !

The Company considers that the limitations of the present recommendations are unreasonable with the intention of the
remuneration policy for the Chief Executive Officer and it does not support the plan incentive effect. In this sense, the explanation
differs from the remunetator objective. Additionally there is no need to link the Executive Director remuneration fo the performance,
the reason is that he has developed his professional career in the Group and therefore there are not doubts about his commitment.
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63.Contractual arrangements should include provisions that permit the company to reclaim variable
compenents of remuneration when payment was out of step with the director's acfual performance or
based on data subsequently found fc be misstated.

Comply I:' Partiafly comply Explain [ X , Mot applicable ! l

The Company does not comply with the recommmendation in the terms in which it is proposed.

The reasoning applicable to this circumstance is the following: the remunerations to which the executive directors are entitled are
not linked to performnance or equivalent objective parameters; it is the Board of Directors who determines in an autonomous and
discretionary way the amounts to be paid for these variable remunerations (except for the CEQ, whose variable remuneration does
depend on objective criteria, although not quantified).

That is why, to the extent that they are not taken into account in their concession, mechanisms that imply a reimbursement linked to
a possible ex post demonstration of the performance failure cannot be arbitrated.

64.In addition, the Bank has adopted a policy on the application of malus clauses in the field of
remuneration. Termination payments should not exceed a fixed amount equivalent to two years of the
director's total annual remuneration and should not be pald until the company confirms that he or she has
met the predetermined performance criteria.

Comply | ! Partlally comply | X Explain Not applicable ' |

The agreement between the Chief Executive Officer of Global Dominion Access, S.A. and the aforementioned Company includes a
provision granting @ compensation in case of early termination that does not strictly comply with the second part of the
recommendation.

[ H. | OTHER INFORMATION OF INTEREST

1. If there is a relevant aspect of corporate governance in the society or group entities that have not
been picked up in other sections of this report, but it is necessary to include collecting more
complete and reasoned information on the structure and governance practices in the company or
its group, describe briefly.

2. This section may as well include any other information, clarification or related to previous sections
of the report to the extent that they are relevant and not repetitive.

Specifically, state whether the company is subject to any laws other than the laws of Spain on
corporate governance and, if this is the case, include whatever information the Company may be
required to provide when different from the information included in this report.

3. The company may also indicate whether voluntarily acceded to other ethical principles or codes of
good practice, international, sectorial or other clauses. In your case, the code in question and the
date of accession will be identified.

INFORMATION ABCUT THE DIVERSITY POLICY

In accordance with the provisions of article two of Royal Decres-law 18/2017, of November 24, by which the Commercial
Code is modified, the consolidated text of the Capital Companies Act approved by Legislative Royal Decree 1 / 2010, of
July 2, and Law 22/2015, of July 20, on Audit of Accounts, regarding non-financial information and diversity ("RD 18/2017"),
the Company declares that given the recent approval of RD 18/2017, the Company has not had the opportunity to approve
a diversity policy applicable in relation to the composition of the Board of Directors, and to regulate aspects such as
training, professional experience, age, disability, gender and the measures that have been adopted to try fo include in the
Board of Directors a number of women that allows achieving a balanced presence of female and male members.

in this regard, the Board of Directors, with the aim of adapting its corporate govemance structure to best practices, and with
the support of the Appointments and Remuneration Committee, will study the convenience of approving the
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aforementioned policy, depending on the needs detected within the Board of Directors. In any of the cases, and beyond the
approval of said policy, the Appointments and Remuneration Committee will be guided in its deliberation process in the
presence of vacancies to avoid any type of discrimination for any reason or motive, encouraging the valuation of aspects
such as training, professional experience, age, disability, and gender.

ADDITIONAL INFORMATICN RELATED TO SECTION ¢1.15 (REMUNERATION TO THE BOARD OF DIRECTORS)

According to what will be disclosed in the Remuneration to the Directors Annual Report, the CEC is beneficiary of
remuneration (variable in the long term) based in the price of the share which has been accrued as of 31 December 2017.
As the final calculation of this remuneration has not been agreed by the Board of Directors, at the date of this report is not
possible to calculate the accurate amount of this remuneration. This remuneration will be around €16.5 million and, in every
case, will be payable in 2018.

ADDITIONAL INFORMATION RELATED TO SECTION ¢1.16 (REMUNERATION TO SENIOR MANAGEMENT)
A determined number of senior management members are beneficiary of remuneration (variable in the long term) based in
the price of the share which has been accrued as of 31 December 2017. As the final calculation of this remuneration has

not been agreed by the Board of Directors, at the date of this report is not possible to calculate the accurate amount of this
remuneration. This remuneration will be arcund €10.8 million and, in every case, will be payable in 2018.

MQDIFICATIONS RELATED TO THE CHAIRMAN CATEGORY IN THE BOARD OF DIRECTORS.

With effects from 1 January 2018, the Chairman of the Board of Directors, Mr. Pradera Jauregui has ceased his executive
duties. Since that date, he will form the Boards of Director in the category of proprietary director.

MODIFICATIONS RELATED TO THE BOARD OF DIRECTOR’'S COMMITTES.

As result of the agreement of the Boards of Directors of 12 December 2017, with effects from 1 January 2018, the Boards
of Director's Executive Committee has ceased its duties. With effects from 1 January 2018, a Strategy and Transactions
Committee has been formed in the heart of the Boards of Directors. [t is comprised by Mr. Antonic Maria Pradera Jauregui

{Proprietary Director), Mr. Jesus Marla Hemrera Barandiaran (Executive Director), Mr. Fermin del Rio Sanz de Acedo
{Executive Director) and Mr. Francisco Riberas Mera (Proprietary Director).

This annuai corporate governance report was approved by the Board of Directors of the Company at
its meeting held on 27 February 2018.

Indicate whether any Directors have voted against or abstained in connection with the approval of this

Report.
YES Ij NO X |
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Report of the auditor

On the "Information relating to the

Internal Financial Reporting Control System"
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(Free translation of the auditor’s report originally issued in Spanish on the consolidated annual
accounts prepared in accordance with International Financial Reporting Standards as adopted by
the European Union. In the event of a discrepancy, the Spanish language version prevails)

REPORT OF THE AUDITOR RELATING TO THE
INTERNAL FINANCIAL REPORTING CONTROL SYSTEM (IFRCS)

To the Directors of CIE Automotive, S.A.:

At the request of the Board of Directors of CIE Automotive, S.A. ("the Entity”™) and pursuant to our
letter of proposal dated 15 January 2018, we have applied certain procedures to the accompanying
information concerning the IFRCS included in the "Appendix to the Annual Corporate Governance
Report" of CIE Automotive, S.A. for 2017, which summarises the Entity's internal control procedures
with respect to its annual financial information.,

The Board of Directors is responsible for taking the measures that are necessary to reasonably assure
the implementation, maintenance and supervision of an appropriate internal control system, and for
developing improvements to said system and preparing and establishing the content of the
accompanying Information relating to the IFRCS,

In this connection, it must be borne in mind that, irrespective of the design quality and efficiency of
the internal financial reporting control system used by the Entity, it can only allow a reasonable - not
absolute - degree of assurance in relation to the objectives it seeks to achieve due to the limitations
inherent to any internal control system.

In the course of our audit work on the annual accounts in accordance with Technical Audit Standards,
the sole purpose of our evaluation of the Entity's internal control system is to enable us to establish the
scope, nature and timing of the audit procedures performed on the Entity's annual accounts.
Accordingly, the internal control evaluation carried out for the purposes of our audit is not sufficient in
scope to enable us to issue a specific opinion on the efficiency of the internal financial reporting
control system,

For the purposes of the present report, we have only appled the specific procedures described below
and indicated in the Guidelines concerning the auditor's report referring to the information concerning
the Financial Reporting Internal Control System for listed entities published by the National Securities
Market Commission on its web site, which Jays down the work tc be performed, the minimum scope of
the work and the content of this report. In view of the fact that, in any event, the scope of the work
resulting from these procedures is reduced and substantially less than the scope of an audit or an
internal control system review, we do not express an opinion on the effectiveness thereof, its design or
operational efficiency, in relation to the Entity's annual financial reporting for 2017 described in the
accompanying IFRCS information. Therefore, had we applied procedures in addition to those
determined by said Guidelines or had we performed an audit or internal ecntrol system review in
relation to the regulated financial information, other matters could have come to light of which you
would have been informed.

As this special work does not constitute an audit and is not subject to the revised Audit Law, we do not
express an audit opinion in the terms envisaged in said Law.

PricewaterhouseCoopers Auditores, 5.L., Plaza de Euskadi, 5, 48009 Bilbao, Espafia
Tel.: +34 944 288 800 / +34 902 021 111, Fax: +34 944 288 805, wuww.pwe.com/es 1

R. M. Madrid, hola 87.250-1, folio 75, tomo 9.267, llbro 8.054, seccion 3,
Inserita en &l R.O.A.C. con el nimero 50242 - CIF: B-79 031260



The procedures applied are as follows:

1.

Reading and understanding of the information prepared by the Entity in relation to the IFRCS -
breakdown included in the Directors' Report — and evaluation of whether said information
covers all the data required as per the minimum content deseribed in Section F, regarding the
IFRCS description of the model of Annual Corporate Governance Report, according to the
National Securities Market Commission Circular 7/2015 dated 22 December 2015.

Making enquiries with personnel in charge of preparing the information mentioned in 1. above
in order to: (i) obtain an understanding of the process followed in its preparation; (ii) obtain
information that enables us to assess whether the terminology used is in line with the
framework of reference; (iii) obtain information as to whether the control procedures described
are implemented and functioning in the Entity.

Review of supporting documentation explaining the information described in 1, above which
will mainly comprise the information made directly available to the persons responsible for
preparing the information on the IFRCS. In this respect, said documentation includes reports
prepared by the internal audit function, senior management and other internal and external
specialists in their support duties for the andit committee.

Comparison of the information described in 1. above with the Entity's knowledge of the IFRCS
obtained from the application of the procedures performed within the framework of the audit
work on the annual accounts.

Reading of the minutes of meetings of the Board of Directors, Audit Committee and other
committees of the Entity for the purpose of evaluating consistency between the matters dealt
with therein in relation to the IFRCS and the information described in 1. above.

Obtainment of the letter of representation concerning the work performed, duly signed by the
persons responsible for the preparation and drafting of the information mentioned in 1. above.

As a result of the procedures applied to the Information concerning the IFRCS included in the
Appendix to the Annual Corporate Governance Report of CIE Automotive, S.A. for FY 2017, no
inconsistencies or incidents have come to light by which it could be affected.

This report has been drawn up exclusively within the framework of the requirements laid down by the
article 540 of the Capital Companies Law and the Cireular 5/2013 issued by the National Securities
Market Commission dated 12 June 2013, which has been modified by Circular 7/2015 issued by the
National Securities Market Commission dated 22 December 2015, for the purposes of the IFRCS
description in Annual Corporate Governance Reports.

PricewaterhouseCoopers Auditores, S.1.

Original in Spanish signed by José Antonio Sim6n Maestro

27 February 2018



