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ANNUAL CORPORATE GOVERNANCE REPORT OF LISTED COMPAN IES

A. OWNERSHIP STRUCTURE

A.l.

A.2.

Complete the following table about the share capita | of the company:

Date of last change Share capital (€)

Number of shares

Number of
Voting rights

8/05/2014 13,001,675.50

130,016,755 130,016,755

State whether there are different classes of shares

attaching thereto:

Yes |:| No

Breakdown of direct and indirect holders of si

company as of the end of the financial year, exclud

with different rights

gnificant shareholdings in the

ing directors:

Number of indirect
voting rights
Individual or Number of % of total voting
company name of direct Number of rights
the shareholder voting rights Direct shareholder voting rights
SOUTHEASTERN
ASSET 20,318,412 15.63
MANAGEMENT, INC
- THREADNEEDLE
0 INVESTMENT
FUNDS - PAN
EUROPEAN
THREADNEEDLE SMALLER
ASSET COMPANIES
MANAGEMENT - THREADNEEDLE 11,722,394 9.02
LIMITED INVESTMENT
FUNDS-
EUROPEAN
SMALLER
COMPANIES.
- OTHER FUNDS
HARRIS
ASSOCIATES LP 6,539,719 >03
NORGES BANK 6,504,356 5.00

State the most significant changes in the sharehold
occurred during the financial year:

ing structure that have

Individual or company name of the
shareholder

Date of transaction

Description of transaction

Norges Bank

07/11/2016

It has increased over 5% in the
capital stock
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A.3.

Franklin Templeton Investment

It has decreased below 3% in the

Management Limited 11/07/2016 capital stock
Harris Associates Investment Trust 20/07/2016 It has decreased below 5% in the
capital stock
Southeastern Asset Management, 28/06/2016 It has increased over 15% in the
Inc capital stock
Southeastern Asset Management, 10/06/2016 It has increased over 10% in the
Inc capital stock
CEP IIl Participations S.a r.| SICAR 09/06/2016 It has decreased below 3% in the
capital stock
CEP Ill Participations S.a .| SICAR 21/04/2016 Ithas decreased below 15% in the
capital stock
FTIF — Franklin European Growth 19/04/2016 It has decreased below 3% in the
Fund capital stock
Threadneedle Asset Management 25/01/2016 It has increased over 5% in the
Ltd capital stock
Ameriprise Financial, Inc 25/01/2016 It has decreas_ed below 3% in the
capital stock
GIC Private Limited 22/01/2016 Ithas decreased below 3% in the
capital stock
Norges Bank 14/01/2016 It has increased over 3% in the

capital stock

Complete the following tables about members o

the company who have voting rights attaching to sha

f the board of directors of
res of the company:

Individual or company

Number of direct

Number of indirect

name of the director voting rights % of total voting
voting rights . rights
Direct Number of
shareholder voting rights
MR. FERNANDO BASABE 506,708 0 0.39
ARMIJO
MR. RICHARD CAMPBELL|
NELSON 47,125 0 0.04
MR. CHRISTOPHER COLE 12,415 0 0.01
MR. JOHN DANIEL
HOFMEISTER 10,000 0 0.01
Total percentage of voting rights held by the board of directors: 0.45%
Complete the following tables about members of the company's board of

directors who hold rights over the company’s shares
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A.4

A.5

A.6

A7

Individual or company

Number of indirect
voting rights

name of the Number of Number of Number of % of total
direct i umber o : voting rights
shareholder : Direct ioe equivalent
voting | shareholder voting rights
rights shares
MR. FERNANDO 44,931 0.00
BASABE ARMIJO

NOTE: The number of options over the company’s shares held by Mr. Fernando
Basabe and shown in section A.3 above corresponds to a long term incentive plan
(2016-2018), of indefinite duration, which was approved by the 2016 Annual
Shareholders Meeting for the Executive Director. This incentive plan aims at
including a variable compensation, payable in shares of the Company, subject to
the fulfilment of certain conditions based on the total shareholder return and
earnings per share during the three-year duration of each plan. The plan entails
the annual payment of Performance Stock Units, which will be redeemable for
Company’s shares three years after the date in which these were granted. For
more information, please check section A.4 of the Applus+ Annual Report on the
Remuneration of Directors.

Likewise, with regards to the incentive plan “RSUs” for the Executive Director, in
force since 2014, 392,989 shares (corresponding to 0.30% of the voting rights)
are pending to be granted in the last instalment, as described in section A.4 of the
Applus+ Annual Report on the Remuneration of directors.

contractual, or corporate
the extent known to the
the ordinary course of

State, if applicable, the family, commercial,
relationships between significant shareholders, to
company, unless they are immaterial or result from
business:

N/A
ual, or corporate

the company and/or
m the ordinary course

State, if applicable, the commercial, contract
relationships between significant shareholders and
its group, unless they are immaterial or result fro

of business:

N/A
State whether any shareholders' agreements aff ecting the company
pursuant to the provisions of sections 530 and 531 of the Companies Act

(Ley de Sociedades de Capital) have been reported to the company. If so,
briefly describe them and list the shareholders bou nd by the agreement:

Yes |:| No

State whether the company is aware of the existence
among its shareholders. If so, briefly describe the m:

Yes |:| No

any of such agreements, arr angements or
during the financial

of concerted actions

Expressly state whether
concerted actions have been modified or terminated
year:

N/A
State whether there is any individual or legal

exercise control over the company pursuant to artic
Market Act ( Ley del Mercado de Valores). If so, identify it:

entity that exercises or may
le 5 of the Securities
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A.8

A.9

Yes [ ] No

Complete the following tables about the compan y's treasury shares:

As of year-end:

Number of direct shares Number of indirect shares ( *) | Total % of share
capital
290,450 0 0.22
(*)Through:

N/A

Describe any significant changes, pursuant to the p rovisions of Royal
Decree 1362/2007, which have occurred during the fi  nancial year:

N/A

Describe the terms and conditions and the duration o f the mandate
currently in force given by the shareholders to the board of directors in
order to issue, repurchase or transfer the shareso  f the company:

The General Shareholders Meeting of 18 June 2015 agreed to “authorise the
Company’s Board of Directors, with power to sub-delegate, so it may proceed with a
derivative acquisition of its own shares, in accordance with article 146 of the
Companies Act in the terms established below:

1.

The acquisitions may be made either directly by the Company or indirectly
through any of its subsidiaries, in the same terms as described herein;

The acquisition may be made as a sale and purchase, swap or goods
received in lieu of payment, or any other transaction legally permitted, once
or several times;

The number of shares acquired, when added to those already held by the
Company, shall not exceed ten per cent (10%) of the capital stock;

The price or consideration will range between the face value of the shares
and one hundred and ten per cent (110%) of their listed price;

The authorisation will remain valid for a maximum term of 5 years as of
today.

It is hereby expressly noted that any shares acquired as a result of this authorisation
may be used either for disposal or redemption, or towards the direct delivery of these
shares to the employees or Directors of the Company or any of the group companies,
or as a consequence of the exercise of any option rights or the application of any
remuneration systems.

To revoke, to the extent of the unused amount, the authorization granted by the
General shareholders Meeting in 25 March 2014”

A.9 bis Estimated floating stock capital

%

Estimated floating stock 64.74

capital

A.10 State whether there are any restrictions on t he transfer of securities
and/or any restriction on voting rights. In particu lar, disclose the
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existence of any restrictions that might hinder a t akeover of the company
through the acquisition of its shares in the market

Yes [ ] No

A.11 State whether the general shareholders' meetin g have approved the adoption
measures to neutralize a public takeover bid, pursu  ant to the provisions of Law
6/2007:

Yes [ ] No

If applicable, describe the approved measures and t he terms on which the
restrictions will become ineffective:

N/A

A.12 State whether the company has issued securiti es that are not traded on a
regulated market within the European Community.

Yes [ ] No

If applicable, state the different share classes an d, for each of them, the
rights and obligations.

N/A

B. GENERAL SHAREHOLDERS' MEETING

B.1 State and, if applicable, explain whether ther e are differences with the minimum
requirements set out in the Companies Act in connec tion with the quorum
needed to hold a valid general shareholders' meetin  g.

Yes |:| No
B.2  State and, if applicable, explain any differen  ces from the rules set out in the
Companies Act for the adoption of corporate resolut ions:
Yes [ ] No

Describe how they differ from the rules provided by the Companies Act.

N/A

B.3 State the rules applicable to the amendment of the by-laws of the
company. In particular, disclose the majorities pro vided for amending the
by-laws, and any rules provided for the protection of the rights of the
shareholders in the amendment of the by-laws.

In accordance with Spanish Capital Companies Act, in order for a General Meeting
to be validly convened, for an amendment of the By-laws, article 16.8 (b) of the
Regulations will apply, whereby it will be necessary for the attendance of
shareholders, present or represented at first call that hold at least fifty per cent (50%)
of the subscribed voting capital stock. At second call, it will suffice for twenty-five per
cent (25%) of the capital stock to attend.

In order for the General Shareholders Meeting to adopt resolutions that entail an
amendment of the By-laws, article 21.1 (b) of the Regulations will apply, whereby an
absolute majority will be required if more than fifty per cent (50%) of the voting capital
stock subscribed is present. However, it will require the favourable vote of at least
two thirds (2/3) of the voting capital stock in attendance when in the second call more
than twenty-five per cent (25%) of the voting capital stock is present and in case it
does not reach the fifty per cent (50%)
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B.4

B.5

B.6

B.7

State the data on attendance at the general sh  areholders' meetings held
during the financial year referred to in this repor t and those of the prior
financial year:

Attendance data
Date of General % of % of % absentee voting
, shareholders shareholders
Shareholders' ) Total
Meeting present in represented by | gjectronic voting Other
person proxy
18/06/2015 0.72 66.87 0 0.61 68.20
22/06/2016 0.97 64.88 0 0.74 66.59

State whether there are any By-law restrictions req  uiring a minimum
number of shares to attend the general shareholders ' meeting.

Yes |:| No

Deleted section.

State the address and method for accessing the company's website to access
information regarding corporate governance and othe r information regarding
general shareholders’ meetings that must be made av ailable to the
shareholders through the company's website.

The corporate website is available at www.applus.com. At the top, under “Investor
Relations”, full information is provided on corporate governance and General
Meetings. Specifically, through the following links-
http://www.applus.com/es/InvestorRelations/Corporate-governance and
http://www.applus.com/es/InvestorRelations/Shareholders-meetings - direct access is
provided to information on corporate governance and General Meetings, respectively.

STRUCTURE OF THE COMPANY'S MANAGEMENT

Board of directors

C.l1 Maximum and minimum number of directors set forth in the By-
laws:
Maximum number of directors 9
Minimum number of directors 7
C.1.2 Complete the following table identifying the members of the
board:
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Individual or . Position on Date of first Date of last Election
company name Representative Category f B
? Board appointment appointment procedure
of the director
GENERAL
MR. CHRISTOPHER SHAREHOLDERS
COLE N/A INDEPENDENT CHAIRMAN 07/05/2014 07/05/2014 MEETING
RESOLUTION
MR. RICHARD INDEPENDENT GENERAL
CAMPBELL NELSON N/A DIRECTOR 01/10/2009 04/03/2014 SHAREHOLDERS
MEETING RESOLUTION
MR. JOHN DANIEL GENERAL
HOFMEISTER N/A INDEPENDENT |  DIRECTOR 01/07/2013 04/03/2014 SHAREHOLDERS
MEETING RESOLUTION
MR. ERNESTO MATA| GENERAL
LOPEZ N/A INDEPENDENT |  DIRECTOR 29/11/2007 04/03/2014 SHAREHOLDERS
MEETING RESOLUTION
BOARD OF
DIRECTORS
v COLAS N/A INDEPENDENT | DIRECTOR 2711012015 271102015 |  APPOINTMENT
(“Cooptacion”) —
RATIFIED BY AGM
MS. MARIA BOARD OF
CRISTINA DIRECTORS
HENRIQUEZ DE N/A INDEPENDENT DIRECTOR 21/07/2016 21/07/2016 APPOINTMENT
LUNA BASAGOITI (“Cooptacion”)
BOARD OF
D. CLAUDI N/A INDEPENDENT DIRECTOR 22/09/2016 22/09/2016 DIRECTORS
SANTIAGO PONSA APPOINTMENT
(“Cooptacion”)
MR. FERNANDO GENERAL
BASABE ARMIIO N/A EXECUTIVE DIRECTOR 01/02/2011 04/03/2014 SHAREHOLDERS
MEETING RESOLUTION
BOARD OF
DIRECTORS
MR. SCOTT COBB N/A PROPRIETARY DIRECTOR 21/07/2016 21/07/2016 APPOINTMENT
(“Cooptacion”)

| Total number of directors

State the vacancies on the board of directors during

period:

C.1.3

the reporting

Individual or company
name of the director

Status of the director at
time of vacancy

Date of vacancy

MR. PEDRO DE ESTEBAN

FERRER Proprietary 09/05/2016

MR. MARIO PARDO ROJO Proprietary 09/05/2016
MR. ALEX WAGENBERG .

BONDAROVSCHI Proprietary 09/05/2016

EXECUTIVE DIRECTORS

Complete the following table about the membe
board and each member's status:

rs of the

Individual or company name of

director

Position within the company's
structure

MR. FERNANDO BASABE ARMIJO

CHIEF EXECUTIVE OFFICER

Total number of executive directors
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Total % of the board 11.11%

EXTERNAL PROPRIETARY DIRECTORS

Individual or company name of the
significant shareholder represented
Individual or company name of by the director or that has proposed

director the director's
appointment

MR. SCOTT COBB Southeastern Asset Management, Inc.

Total number of proprietary directors 1

Total % of the board 11.11%

EXTERNAL INDEPENDENT DIRECTORS

Director’s identity or name: MR. CHRISTOPHER COLE

Profile: Mr. Cole holds a Degree in Environmental Engineering from
Borough Polytechnic (University of South Bank) is an associate
engineer in the United Kingdom and in 1999 he completed an
Executive Management Course at INSEAD in France. Mr. Cole
founded WSP Group Plc, a professional services engineering
company that was listed on the London Stock Exchange in 1987 and
held the post of Chief Executive Officer of the company until it merged
with Genivar, Inc. in 2012. Following the merger, he was appointed
non-executive Chairman of the enlarged group WSP Global Inc.,
whose shares are listed on the Toronto Stock Exchange, a role he
currently retains. He is also currently, non-executive Chairman of
Ashtead Group PIc and Tracsis Plc.

Mr Cole has many years of experience in managing large international
and diversified groups in both Executive and Non-Executive capacities
and brings this wealth of experience to bear in his role as Chairman of
the company.

Director’s identity or name: MR. ERNESTO GERARDO MATA
LOPEZ

Profile: Mr. Mata Lépez holds a Degree in Economics and MA from
the University of Geneva and an MBA from IESE (Barcelona). He was
a member of the board, seputy to the President, and CFO at Unién
Fenosa, S.A. (now Gas Natural SDG, S.A.), President at Union
Fenosa Soluziona, S.A., member of the board of directors at
Compafiia Espafiola de Petroleos, S.A. and Abertis Infraestructuras,
S.A., where he was the Chairman of the Audit Committee. He was the
President of the advisory board at Knight Frank, member of the board
of Aguas Anginas and senior advisor in Marlin Patterson Global
Advisers LLC.

Currently, Mr. Mata Lépez the President of the advisory board of
KPMG Espafia and Quironsalud, member of the advisory board of
Abertis and Herbert Smith Freehills, amongst others and Chairman of
the board of Gedesco and Petroconer Retail SL and member of the
board of Factor Energia, S.A.

Mr. Mata Lépez has developed extensive experience in the energy
and capital markets sectors, as well as in different Audit Committees,
gathered through the numerous positions he has held in highly
reputable Spanish companies. This experience as well as the many
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relationships he has accumulated in the Spanish markets over the
years is of great benefit to the company.

Director’s identity or name: MR. JOHN DANIEL HOFMEISTER

Profile: Mr. Hofmeister holds a Bachelor's and Master's Degree in
Political Science from Kansas State University. In May 2010 he was
awarded an honorary doctorate from the University of Houston and in
2014 was awarded with a doctorate in letters by Kansas University.
Mr. Hofmeister was the President of Shell Oil Company in the US from
2005 to 2008 and prior to that he was the Group Director of Human
Resources at Royal Dutch Shell in the Netherlands. Mr. Hofmeister
founded and heads the not for profit membership association, Citizens
for Affordable Energy and is a key member of the US Energy Security
Council, a bipartisan not for profit group in Washington, DC. Mr.
Hofmeister has previously held executive positions at General
Electric, Nortel Networks and AlliedSignal (now Honeywell
International). Currently, Mr. Hofmeister also serves as a non-
executive Director of Hunting plc (London, UK) and Chairman of the
board at Erin Energy, Inc. (Houston, Texas).

Mr Hofmeister's deep knowledge of the global energy markets is of
significant importance to the Board as this is a material part of the
overall Group revenues. Furthermore, his experience of operating on
other Boards in both an executive and non-executive roles especially
whilst acting as Group Director of Human Resources at Royal Dutch
Shell means he is well acquainted with this aspect of Corporate
Governance.

Director’s identity or name: MR. RICHARD CAMPBELL NELSON

Profile:  Mr. Nelson is a fellow of the Institute of Chartered
Accountants in England and Wales and holds a Master of Science
Degree in Economics at the London Business School. Mr. Nelson was
a Director of Transcontinental Services Inc. from 1972 and CEO from
1982 to the date of its acquisition by Inchcape Plc in 1985. He was
nominated to the same position in Inchcape Plc which combined
Transcontinental Services Inc. with its consumer goods testing and
minerals testing businesses to become Inchcape Testing Services NA,
Inc. In 1996, Inchcape Testing Services NA, Inc. was acquired by a
private equity firm and became Intertek Group Limited of which Mr.
Nelson was the executive Chairman until 2002, when the company
floated on the London Stock Exchange. At this time, Mr. Nelson
became the CEO of Intertek Group plc until he retired in 2006.
Currently, Mr. Nelson is President of the International Federation of
Inspection Agencies.

Mr Nelson has spent over thirty years in the testing, inspection and
certification industry and in this time has gathered a significant level of
experience giving him good knowledge of the industry and the
investment market that follow it.

Director’s identity or name : MR. NICOLAS VILLEN JIMENEZ

Profile: Mr. Villén holds an industrial engineer degree from
Universidad Politécnica de Madrid, a Master in Electrical Engineer by
the Florida University (Fulbright Scholar) and an MBA from the
Columbia University. Mr. Villén was CEO of Ferrovial Aeropuertos
(2009-2012) and CFO of Ferrovial (1993-2009). Before that, he
worked as Midland Montagu Ventures’ CEO, Smith Kline & French’s
CEO and International Vice-President, amongst other responsibilities
in Abbot Laboratories and Corning Glass Works. Currently, he
externally advises IFM Investors (an Australian infrastructure fund)
and he is a board member of ACR Grupo, anca March and Parques
Reunidos.

10
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Mr Villen has recently joined the Applus Group as an independent
Director and was hired because of his high level experience in a variety
of roles in world class Spanish and international companies including a
strong financial background which will especially lend support to the
Audit Committee.

Director’s identity or name : MS. CRISTINA MARIA HENRIQUEZ
DE LUNA BASAGOITI

Profile : Ms. Henriquez de Luna is a Bachelor of Economics graduate
from the University of ICADE in Madrid.

Ms Henriquez de Luna is the President and Managing Director Spain
and Head of Iberia and Israel Cluster at GlaxoSmithKline where she
has benefited from an extensive career in international markets in
both commercial and finance roles. Previous to this, she was at
Procter & Gamble in Spain, Switzerland, Mexico and Peru in a variety
of senior finance positions including 12 years of direct Latin American
management.

Ms Henriquez de Luna’s experience of operating in international
markets in both commercial and finance roles in a highly regulated
industry make her well suited to support the Board.

Director’s identity or name : MR. CLAUDI SANTIAGO PONSA

Profile : Mr. Santiago holds a Master's Degree in Computer Science
from the Universitat Autébnoma of Barcelona and completed
postgraduate studies from INSEAD in Fontainebleau and Georgetown
University in Washington D.C.

Mr. Santiago is the Managing Director and Chief Operating Officer at
First Reserve Corporation, having the responsibility for the
management of the firm’s operations. Previous to this, he was at
General Electric in a variety of executive positions including Senior
Vice President of GE and President and CEO of GE Oil & Gas, a $15
billion revenue oilfield service business.

Mr. Santiago’s wealth of experience gathered in industry and private
equity and especially within the energy sector is of great value to the
Applus+ Board.

Total number of independent directors 7

Total % of the board 77.78

State whether any director classified as independen t receives
from the company or its group any amount or benefit for items
other than director remuneration, or maintains or h as
maintained during the last financial year a busines S
relationship with the company or with any company o f its
group, whether in the director's own name or as a s  ignificant
shareholder, director or senior officer of an entit y that
maintains or has maintained such relationship.

N/A

If applicable, include a reasoned statement of the director
regarding the reasons for which it is believed that such
director can carry out the duties thereof as an ind ependent
director.

N/A

OTHER EXTERNAL DIRECTORS

11
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C.1l4

Identify any other

independent directors as well as their ties, whethe

external

company, its management, or its shareholders.

N/A

State the changes, if any, in the type of director

period:

N/A

Complete the following table with informatio
number of female directors for the last 4 financial
well as the type of such female directors:

directors and describe
reasons why they cannot be considered proprietary o

the
r

r with the

during the

n regarding the

years, as

Number of female directors

% of total female directors each class

Year
2016

Year
2015

Year
2014

Year
2013

Year
2016

Year
2015

Year
2014

Year
2013

Executive

0

0

0

0

Proprietary

0

0

0

0

o| ©

o| o

o| ©

Independent

1

0

0

14.29

o

o

o

Other
external

o

o

o

Total:

1111 0

C.15

C.1.6

Describe any measures adopted to include on the board of
directors a number of female directors that allows for a
balanced presence of men and women.

Description of measures

The company published its Directors’ selection policy (available at
www.applus.com), which formalises the Company’'s practices,
established at the Regulations of the Board of Directors:

a) The selection process for new Board members is free of
implicit biases that hinder the selection of women to cover
any vacancies.

b) The company makes a concerted effort to include women
that have the necessary qualifications, amongst the
candidates applying to join the Board of Directors.

As a result of the 2016 selection process, and on the basis of the
needs identified by the Board of Directors, a women has been
appointed as director in 2016.

Describe any measures approved by the compen sation
committee to ensure that selection processes are fr ee of
implicit biases that hinder the selection of female directors,
and in order for the company to deliberately search for
women who meet the professional profile that is sou ght and
include them among potential candidates:

Description of measures

The Appointments and Compensation Committee has been
expressly assigned this task, included in article 40.3 (a)(x) of the
Regulations of the Board of Directors “To report to the Board of
Directors on the issues of gender diversity, and safeguard that,
when filling new vacancies, the selection procedure does not suffer
from implicit biases that might hinder the selection of female

12




ENGLISH GUIDE TRANSLATION FOR INFORMATION PURPOSES ONLY

Directors; and so that the Company deliberately searches for, and
includes among potential candidates, women who meet the sought
after professional profile”.

The 2016 selection process for the position of independent
Directors was led by the Appointments and Compensation
Committee with the support of a recognised firm. In the process,
both male and female candidates were considered, looking for an
international perspective and experience in finance and accounting
areas, and with the will to increase skill diversity and experiences in
the Board.

The company issued the Directors’ selection policy and, in any
case, the Appointments and Compensation Committee will, for all
future selection processes, make a concerted effort to include
women that have the necessary qualifications amongst the
candidates, ensuring that processes are free of implicit biases that
hinder the selection of women.

If there are few or no female directors despite any measures
adopted, describe the reasons for such result:

Description of reasons

During 2016, there were three vacancies in the Board of directors,
one of which was covered by a proprietary director and the other
two with independent directors. The company was assisted in the
selection process by a recognized firm and followed the Board of
Directors Regulations and the principles foreseen in the Applus+
Directors’ selection policy, Said process was free of implicit
biases and included, following a pre-selection, the potential
candidates amongst which a significant percentage were women.
The result of the process was the appointment of a male director
and a female director, so half of the vacancies open for selection
were covered by women.

C.1.6 bis Explain the appointment committee conclus ions about the
compliance with the board members appointment polic y. In
particular, about how such policy is promoting the objective
that in 2020 a number of female board members which
represent, at least, 30% of the total members of th e board of
directors.

It is the Appointments and Compensation Committee’s view that
the Applus+ directors’ selection policy has adopted the practices
followed by the company in the subject and is consistent with the
good corporate governance, which is a key plank of the corporate
social responsibility policy.

In this sense, the directors’ selection process that took place
during 2016 has improved the diversity of the Board’s composition
in a broad sense: gender, skills and experience. The company had
the assistance of an external firm for the selection process,
following a previous definition by the Board of the skills required.

Even though the directors’ selection policy does not include an
explicit reference to the abovementioned objective, the company
has in practice performed a selection process to cover two
vacancies which, in fact, resulted in a female on the board of
directors. With respect to potential future vacancies, the company

13
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C.1.7

C.18

C.1.9

C.1.10

c.l11

shall act with the same level of equality to ensure the fair
representation of women on the Board.
the bo

Explain the form of representation on ard of

shareholders with significant holdings.

Currently, Southeastern Asset Management, Inc., who are the
largest significant shareholder declaring a holding of 15.63% of the
share capital, is represented on the Board of Directors by Mr. Scott
Cobb.

Describe, if applicable, the reasons why pro  prietary directors

have been appointed at the proposal of shareholders whose
shareholding interest is less than 3% of share capi  tal.

N/A

State whether there has been no answer to formal pet itions for

presence on the board received from shareholders wh ose
shareholding interest is equal to or greater than t hat of others at
whose proposal proprietary directors have been appo inted. If
so, describe the reasons why such petitions have no t been
answered:

Yes |:| No

State whether any director has withdrawn from the position as

such before the expiration of the director's term o f office,
whether the director has given reasons to the board and by
what means, and in the event that the director gave reasons in

writing, describe at least the reasons given thereb  y:

Name of the director Reason for withdrawal

Decrease in Azul Holding,
S.C.A’s participation in the
company (shareholder which
represented as proprietary
director)

MR. PEDRO DE ESTEBAN FERRER

Decrease in Azul Holding,
S.C.A’s participation in the
company (shareholder which
represented as proprietary
director)

MR. MARIO PARDO ROJO

Decrease in Azul Holding,
S.C.A’s participation in the
company (shareholder which
represented as proprietary
director)

MR. ALEX WAGENBERG BONDAROVSCHI

State any powers delegated to the chief exec  utive officer(s):

N/A
Identify any members of the board who are d irectors or
officers of companies within the listed company's g roup:
Individual or company Company name of the group Post Does it have
name of the director member executive
functions?
MR. FERNANDO BASABE|  app| y5 TECHNOLOGIES, Chairman of the
ARMIJO
INC. Board No
MR. FERNANDO BASABE| | |BERTYTOWN USA FINCO, | Chairman of the
ARMIJO
INC Board No
MR. FERNANDO BASABE| ;
ARMIJO LIBERTYTOWN USA 1, INC. Chairman of the
Board No
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VELOSI INTERNATIONAL
MR. FEREQ,’\\'A%% BASABE| |61 DING COMPANY B.S.C. Director
CLOSED No
MR. FEREQHE]% BASABE IDIADA AUTOMOTIVE Director's \
TECHNOLOGY, S.A. representative °
MR FERNANDOBASABEl | GAl TECHNOLOGICAL Director's
CENTER, S.A. representative No
MR. FERNANDO BASABE R .
ARMIJO AZUL HOLDING 2 S.ar.l. Director No
MR- FERNANDOBASABEl  apPLUS SERVICIOS Sole director's y
TECNOLOGICOS, S.L.U. representative es
MR. FERNANDO BASABE
ARMIJO K1 KATSASTAJAT OY Director No
C.1.12 Identify the directors of your company, if any, who are

members of the board of directors of other companie s listed
on official stock exchanges other than those of you r group
that have been reported to your company:

Individual or company Name of listed company Position
name of the director
NON-EXECUTIVE
MR. CHRISTOPHER COLE ASHTEAD GROUP, PLC. CHAIRMAN
NON-EXECUTIVE
MR. CHRISTOPHER COLE TRACSIS, PLC CHAIRMAN
NON-EXECUTIVE
MR. CHRISTOPHER COLE WSP GLOBAL, INC CHARIMAN
MR. JOHN DANIEL NON-EXECUTIVE
HOFMEISTER HUNTING, PLC DIRECTOR
MR. JOHN DANIEL NON-EXECUTIVE
HOFMEISTER ERIN ENERGY, INC CHARIMAN
PARQUES REUNIDOS
MR. NICOLAS VILLEN SERVICIOS CENTRALES, INDEPENDENT
SA DIRECTOR

C.1.13 sState and, if applicable, explain whether th e company has
established rules regarding the number of boards of which its
directors may be members:

ves [ ] No
C.1.14 Deleted section

C.1.15 State the overall remuneration of the board of directors:

Remuneration of the board of directors (thousands o f euros) 1.663
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C.1.16

Amount of total remuneration corresponding to pensi on rights 0
accumulated by current directors (thousands of euro s)

oAmount of total remuneration corresponding to pensi on rights 0
accumulated by former directors (thousands of euros )

—

C

: The amount of the total remuneration does not include the gross
remuneration of 3,026k EUR associated to the 2016 RSUs vesting,
in accordance with incentive plans agreed and signed on May
2014 with the CEO.

In addition, the shareholders meeting of the Company approved on
22 June 2016 a long term incentive plan by which the CEO shall
receive, annually, PSUs “Performance Stock Units” convertible into
shares of the Company over a term of three years from grant. The
first conversion is due to take place in February 2019. The
equivalent amount of the PSUs is, in principle, 60% of the annual
fixed remuneration, but depending on the level of compliance of
the economic parameters, the amount might vary between 0% and
120%. The economic parameters are total shareholder return and
adjusted earnings per share.

Identify the members of the company's senio  r management who

are not executive directors and state the total rem uneration
accruing to them during the financial year:
Individual or company name Position(s)

MR. JOAN AMIGO | CASAS

CHIEF FINANCIAL OFFICER

MS. EVA ARGILES MALONDA

GENERAL COUNSEL

MR. JORDI BRUFAU REDONDO

LABORATORIES EXECUTIVE VICE
PRESIDENT

MR. RAMON FERANDEZ ARMAS

APPLUS+ ENERGY & INDUSTRY
SOUTHERN EUROPE, AFRICA,
MIDDLE EAST, ASIA & PACIFIC.
EXECUTIVE VICE-PRESIDENT

MR. CARLES GRASAS ALSINA

IDIADA EXECUTIVE VICE
PRESIDENT

MR. JORGE LLUCH ZANON

CORPORATE DEVELOPMENT &
COMMUNICATIONS SENIOR VICE
PRESIDENT

MR. PHIL MORRISON

APPLUS+ ENERGY & INDUSTRY
NORTH AMERICA
EXECUTIVE VICE PRESIDENT

MR. JOSE DELFIN PEREZ FERNANDEZ

HUMAN RESOURCES SENIOR VICE
PRESIDENT

MR. AITOR RETES AGUADO

AUTOMOTIVE EXECUTIVE VICE
PRESIDENT

MR. ALEIX RIBAS AGUILERA

INTERNAL AUDIT MANAGER

MR. PABLO SANJUAN SARDE

APPLUS+ ENERGY & INDUSTRY
LATIN AMERICA
EXECUTIVE VICE PRESIDENT

MR. SYTZE VOULON

APPLUS+ ENERGY & INDUSTRY
NORTHERN EUROPE
EXECUTIVE VICE PRESIDENT
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Total senior management remuneration 3.369
(in thousands of euros) ’

NOTE: All managers which were members of the Executive
Committee during 2016 and also the Internal Audit Manager
have been included, as required by the accounting regulations in
place and by the Report from the special work group on the
Good Governance of Listed companies” published by CNMV on
16 May 2006. Consequently, Mr. Phillip Morrison and Mr. Sytze
Voulon, Applus+ Energy & Industry North America Vice-
President and Applus+ Energy & Industry Northern Europe Vice-
President, respectively, are included in the above as their role as
such initiated on 1 January 2016.

The amount of total remuneration above does not include the
gross remuneration of EUR 2,860k associated to the 2016 RSUs
vesting in accordance with incentive plans agreed and signed on
May 2014 with some members of the senior management of the

group.

In addition to the annual variable remuneration described in
C.1.16, the senior managers, except for the Internal Audit
Manager, benefits from a variable remuneration plan which
foresees annual granting of a number of RSUs. This plan is
annually approved by the Appointments and Compensation
Committee and ratified by the Board of Directors. At 2016 year-
end, there are two plans approved and ratified: on 24 February
2015 it was approved and ratified the granting of 67 thousand of
RSUs (gross) to the senior management. The granting of the
shares corresponding to this is done in March 2016 (30%), 2017
(30%) and 2018 (40%). On 23 Fenruary 2016, the Appointments
and Compensation Committee ratified the delivery of an
additional 107 thousands of RSUs (gross) to the senior
management. The delivery of the corresponding shares will
commence in March 2017 (30%), 2018 (30%) and 2019 (40%).

Some senior managers have a multiannual variable remuneration
in the case of achievement of the group of some financial targets
during years 2014, 2015 and 2016 (Multiannual Incentive),
remuneration which shall be payable in 2017. In accordance with
the calculations performed at 2016 year-end, the estimated
payable amount in 2017 shall be 1.4 milion Euros for the three
years mentioned. The Multiannual Incentie finalises in 2016
(payable 2017)- On 21 July 2016, the board of directors has
devided to replace the Multiannual Incentive by the Long Term
Incentive (LTI).

C.1.17 State the identity of the members of the bo  ard, if any, who are
also members of the board of directors of significa nt
shareholders and/or in entities of their group:

Name of the significant

. Position
Name of the director shareholder

N/A N/A N/A
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Describe any significant relationships, other than the ones
contemplated in the prior item, of the members of t he board
of directors linking them to significant shareholde rs and/or
companies within their group:

Name of the significant Description of the
Name of the director shareholder relationship
Mr. Scott Cobb Southeastern Asset Self-employed
Management, Inc consultant

C.1.18 State whether the regulations of the board h  ave been amended
during the financial year:

Yes No |:|

Description of amendments
During the year, two changes were made to the Regulations of the
Board of Directors:

e The first, unanimously approved by the Board of
Directors at its meeting held on 5 May 2016, amended
various articles of the Regulations in order to (i) adapt
them to the amendments made to the Spanish
Companies Act by Act 22/2016, of 20 July, of accounts
auditing; (ii) to complete, following Board’s right of self-
governance, the regulations in respect of documentation
of approved resolutions; and (iii) introduce some wording
clarifications or technical improvements, aimed mainly at
updating obsolete legislative references.

¢ The second, unanimously approved by the Board of
Directors at its meeting held on 22 June 2016. The
purpose of said amendment was to eliminate the
mandatory character of the Supervisory Committee,
which was suppressed by the Board in the same date.

Further to article 4.5 of the Regulations of the Board of Directors,
the Board of Directors informed about the amendments in the
General Shareholders meeting held on 22 June 2016.

C.1.19 State the procedures for the selection, app ointment, re-
election, evaluation, and removal of directors. Lis t the
competent bodies, the procedures to be followed, an d the
criteria applied in each of such procedures.

Selection:  Appointments and Compensation Committee is
responsible for (i) evaluating the skills, expertise and experience
necessary in the Board of Directors to define, consequently, the
functions and abilities needed in candidates who are to fill each
vacancy, and to evaluate the time and dedication necessary in order
for them to perform their duties; and of (ii) to safeguard that, when
filing new vacancies, the selection procedure does not suffer from
implicit biases that might hinder the selection of female Directors;
and so that the company deliberately searches for, and includes
amongst potential candidates, women who meet the professional
profile sought (article 40.3 vi and x del of the Regulations of the
Board of Directors). As described in section C.1.6 above, the
company approved a director’s selection policy and has undertaken
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the selection of two independent directors following the prescribed
principles.

Appointment: According to article 23 of the company By-laws, the
members of the Board of Directors shall be appointed by the
General Shareholders’ Meeting, notwithstanding the possibility of
co-opting members as established in the Spanish Companies Act. It
is not necessary to be a shareholder to be elected member of the
Board, except in the case of co-option. Individual or legal entities
covered by any of the prohibitions established by current legislation
for reasons of incapacity or incompatibility shall be disqualified from
Board membership.

According to article 14 of the Regulations of the Board of Directors,
proposals for the appointment of Directors submitted by the Board of
Directors to the consideration of the General Shareholders’ Meeting
and appointment decisions adopted by the Board of Directors
pursuant to its interim appointment authority shall be made subject
to the prior report by the Appointments and Compensation
Committee (in the case of executive and proprietary Directors), and
subject to a proposal from the Appointments and Compensation
Committee, in the case of independent Directors (according to
article 40.3 of the Regulations of the Board of Directors).

Term of office (article 23.3 of the company By-laws and 15 of the
Board of Directors Regulations). Tenure of office shall be four (4)
years as from the date of acceptance, being able to be re-elected
one or more times for periods of equal duration.

Article 15.2 of the Regulations of the Board of Directors provides
that Directors appointed by interim appointment shall remain in their
posts until the date of the first General Shareholders’ Meeting or
until the next one, in case the appointment takes place after the
meeting is convened and before it takes place.

Re-appointment (article 16 of the Regulations of the Board of
Directors). Before the reappointment of Directors is proposed to the
General Shareholders’ Meeting, the Appointments and
Compensation Committee shall issue a report evaluating the work
and dedication of the Directors proposed during the previous term in
office.

The foregoing will be likewise applicable to natural persons who are
appointed as representative for an entity. The proposal of
representative shall be submitted to a report from the Appointments
and Compensation Committee.

Self-evaluation (article 36 of the Regulations of the Board of
Directors). The Board of Directors shall dedicate the first meeting of
the year to an assessment of its operation during the previous
financial year, evaluating the quality of its work, assessing the
effectiveness of its regulations, and if appropriate, correcting those
aspects that were found not to be functional. Furthermore, the Board
of Directors shall assess the performance of its duties through the
Chairman of the Board of Directors and the senior executive of the
company, based on the report issued by the Appointments and
Compensation Committee, as well as the operation of the Board of
Directors Committees, based on their reports. The evaluation
process was based in a questionnaire addressed to each of the
directors as well as in telephone interviews or meetings with the
Chairman of the Board. The results of the same was reported to the
entire Board in the first session of the next exercise. The company
has considered that was preferable to maintain the development of
the process within the Board and not to incorporate an independent
external party in the same, as the company has been listed for less
than three years and three new directors were appointed during
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C.1.20

2016.

Removal (article 17 of the Regulations of the Board of Directors).
Directors shall be removed from their post once the term for which
they were appointed has lapsed or when so decided by the General
Shareholders’ Meeting pursuant to the powers conferred upon them
by law and in the by-laws, with no need for said decision to be
included in the agenda of the General Shareholders’ Meeting. The
Board of Directors shall not propose the removal of any independent
Director before the end of the statutory term for which they have
been appointed, except where the Board of Directors considers that
sufficient grounds for such action exist, based on a report by the
Appointments and Remuneration Committee. In particular, sufficient
grounds will be deemed to exist when the Director has failed to fulfil
the duties of its position or is affected by one or more of the
circumstances that would have prevented its appointment as an
independent Director, in accordance with applicable legal
provisions.

Explain the extent to which the self-evaluat ion has given rise to
significant changes in its internal organisation an d regarding
the procedures applicable to its activities:

Describe changes

The evaluation performed with regards to year 2016 was more
extensive compared to the first one performed in 2015, that was
only one year after the Company became listed. The differences
were however not significant as the general evaluation of the
functioning and performance of the Board has been very positive.
However, it should be noted that: (i) the evaluation was performed
before the first meeting of the Board of Directors and therefore the
timing has been improved, in line with best practices; (ii) the
evaluation has included meetings or individual interviews on the
basis of a questionnaire which was wider in scope and more
detailed and (iii) some exceptional areas have been identified for
future actions which, will contribute to the improvement of the
Board’s activities.

C.1.20 bis Describe the evaluation process and the areas evaluated

by the board of directors with the assistance, if a pplicable,
of an external consultant, regarding diversity in i ts
composition, competences, functioning and compositi on of
its committees, performance of chairman of the boar d of
directors and the first executive of the company an d the
performance and contribution of each board member.

The evaluation process was coordinated by the Chairman of the
Board and consisted of a questionnaire for each Director, sent on
January 2017 and individual interviews with each director. After the
compilation of the results, a document stating the main conclusions
of the process, as well as some notes and suggestions for
improvement on development and performance of the functions of
the Board of Directors and its Committees was sent to all directors.
This was an agenda item at the first Board and Appointments and
Compensation’s meetings of the year, in February 2017, and the
improvement measures shall continue to be discussed in future
meetings as appropriate.

In general, the conclusions of the evaluation process were positive

in terms of schedule and effectiveness and particularly in terms of
quality of information —in format and time-, decision making —debate
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and consensus-, dedication of Board members and its Committees
as well as overall functioning. In particular, from this evaluation the
appreciation of the higher diversity of the Board, as well as the
variety of perspectives that this diversity provides to analysis and
debates was noted.

C.1.20.ter Detail, if applicable, the business rela tionships that the

c.lz21

C.1.22

C.1.23

C.l124

C.1.25

consultant or its group companies maintain with the
Company and its group companies.

N/A

State the circumstances under which the resi  gnation of
directors is mandatory

According to article 17.2 of the Regulations of the Board of
Directors, “Directors must tender their resignation to the Board of
Directors and, where considered appropriate by the Board,
formalize the appropriate resignation in the following
circumstances:

(@ When they cease in the positions, posts, or functions related
with their appointment as executive Directors;

(b) In the case of proprietary Directors, when the shareholder
whose interests they represent transfers all of their shares, or that
they do it in the corresponding number in case said shareholder
reduces its holding in the Company;

(c) When they are affected by any of the incompatibility or
prohibition provisions legally established;

(d) If they are severely reprimanded by the Board of Directors
on the basis of a report by the Appointments and Remuneration
Committee as a result of having breached their duties as Directors;
or

(e) When their continuance on the Board of Directors may
jeopardize the interests of the company”.

Deleted section

Are qualified majorities, different from the statutory majorities,
required to adopt any type of decision?

Yes [ ] No

If so, describe the differences:

N/A

Explain whether there are specific requireme  nts, other than
the requirements relating to directors, to be appoi nted
chairman of the board of directors.

Yes [ ] No

State whether the chairman has a casting vo  te:

Yes |:| No
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C.1.26

C.1.27

C.1.28

C.1.29

State whether the by-laws or the regulations of the board set
forth any age limit for directors:

Yes |:| No

State whether the by-laws or the regulations of the board
establish any limit on the term of office for indep endent
directors that is different than the term provided by regulatory
provisions:

Yes |:| No

State whether the by-laws or the regulations of the board
establish any specific rules for proxy-voting at me etings of the
board of directors, the manner of doing so, and par ticularly the

maximum number of proxies that a director may hold, as well
as whether there is any limitation regarding the di rector’s class,
in addition to those established by applicable laws . If so, briefly

describe such rules.

Article 27.2 of the company By-laws provides that Directors shall
personally attend the meetings. In case they cannot attend, the
Director may only be represented at meetings of the Board of
Directors by another director. Non-executive Directors can only be
represented by other non-executive Directors. In any case,
representation shall be granted by a letter addressed to the
Chairman or by other means detailed in the Regulations for the
Board of Directors.

Article 18 of the Regulations of the Board of Directors provides the
obligations that Directors must fulfil when in office. Specifically,
article 18.2 (a) establishes that Directors shall attend meetings of
bodies of which they are part and actively participate in
deliberations, so that they can effectively contribute to the
decision-making process. Furthermore, said article also provides
that if any Director cannot be present at sessions to which they
have been called to attend, they must instruct the director who
they have appointed as representative.

According to article 35.7 of the Board of Directors Regulations, the
Chairman shall decide, in the event of any doubt, on the validity of
the delegations conferred by Directors who are not present at the
meeting. Said representations shall only be granted by letter or
any other written method which, in the Chairman’s opinion,
ensures that the representation is valid.

State the number of meetings that the board of directors has
held during the financial year. In addition, specif y the number
of times the board has met, if any, at which the ch airman did
not attend. Proxies granted with specific instructio ns shall be
counted as attendance.

Number of meetings of the board
Number of meetings of the board at which the chairm an did
not attend

In case the chairman is an executive director, plea se detail
the number of meetings held where any executive dir  ector
was present nor represented and chaired by the lead
independent director.

N/A
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C.1.30

C.1l31

C.1.32

C.1.33

State the number of meetings held by the differentc ~ ommittees
of the board of directors during the financial year

Number of meetings of the audit committee 4

Number of meetings of the appointments and remunera  tion 4
committee

Number of meetings of the Corporate Social Responsi  bility 4
committee

State the number of meetings that the board of directors has
held during the financial year with the attendance of all of its
members. Proxies granted with specific instructions shall be
counted as attendance:

Attendance of all the directors 5

% in attendance of total votes during the financial year 93.75

NOTE: the % above results from the absence of three proprietary
directors in the Board of Director’s meeting held on 5 May 2016,
who had expressed their intention to tender their resignation in
view of the imminent divestment of the shareholder that they were
representing. Except for this fact, director’s attendance is of 100%

State whether the annual individual account s and the annual
consolidated accounts that are submitted to the boa rd for
approval are previously certified:

Yes |:| No

Identify, if applicable, the person/persons that ha  s/have
certified the annual individual and consolidated ac counts of
the company for preparation by the board:

N/A

Explain the mechanisms, if any, adopted by  the board of
directors to avoid any qualifications in the audit report
on the annual individual and consolidated accounts
prepared by the board of directors and submitted to the
shareholders at the general shareholders' meeting.

Article 13.3 of the Regulations of the Board of Directors establishes
that: “The Board of Directors shall attempt to formulate definitive
financial information so that there is no scope for qualifications or
reservations on the part of the auditor. However, when the Board of
Directors is of the view that it must sustain its criteria, the Chairman
of the Audit Committee (and the auditors) shall explain to the
shareholders the content and scope of said reservations and
qualifications".

In accordance with article 39 of the Regulations of the Board of
Directors, the Audit Committee is in charge of, amongst others,
ensuring the efficiency of the internal audit and reviewing the
internal control and risk management systems, as well as discussing
with external auditors any significant weak points in the internal
control system.

Is the secretary of the board a director?

Yes |:| No

In case the Secretary is not a member of the Board, please
complete the following section:
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C.134

C.1.35

C.1.36

C.1.37

Name of the Secretary Representative

Mr. Vicente Conde Vifiuelas N/A

Deleted section

State the mechanisms, if any, established b y the company to
preserve the independence of external auditors, fin ancial
analysts, investment banks and rating agencies.

Article 39.7(c) (iii) of the Regulations of the Board of Directors
provides that the Audit Committee, will “monitor the independence of
the external auditor, to which end, the company shall:

- Notify any change of auditor to the CNMV as a relevant fact,
accompanied by a statement of any disagreements arising
with the outgoing auditor and, should this be the case, their
content.

- Ensure that the company and the auditor comply with current
regulations on the provision of non-audit services, the limits on
the auditor's business concentration, the regulations referring
to the requirement to rotate the auditor issuing the audit report,
and in general, any other provisions established in order to
ensure the independence of the auditors.

- The Audit Committee shall issue a report annually, in which it
shall express its opinion on the auditors' independence. This
report shall refer in any case to the provision of additional
services provided by the auditors to the company or to any
entity associated with the company, whether directly or
indirectly.

- To this end, the Audit Committee shall receive the auditors'
written confirmation of their independence in respect of the
company, and any of its associated entities, whether directly
or indirectly, as well as any information on additional services
of any kind that they have provided to the company or any of
its associated entities, whether directly or indirectly.

- In the event that the external auditor withdraws, the
circumstances motivating this withdrawal shall be examined.”

State whether the company has changed the e  xternal auditor
during the financial year. If so, identify the inco ming and the
outgoing auditor:

Yes |:| No

If there has been any disagreement with the outgoin g auditor,
provide a description thereof:

N/A

State whether the audit firm performs other non-audit work
for the company and/or its group. If so, state the amount of
the fees paid for such work and the percentage they
represent of the aggregate fees charged to the comp any
and/or its group:

Yes No |:|
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C.1.38

C.1.39

C.1.40

Company Group Total

Amount of other non -audit work
(thousands of euros) 83 270 353

Amount of non -audit work /

Aggregate amount billed by the 36.22 12.68 14.97
audit firm (%)

State whether the audit report on the annua | accounts for the

prior financial year has observations or qualificat ions. If so,
state the reasons given by the chair of the auditc  ommittee to
explain the content and scope of such observations or
qualifications.

Yes |:| No

State the consecutive number of years for wh ich the current
audit firm has been auditing the annual accounts of the company
and/or its group. In addition, state the percentage represented by
such number of financial years audited by the curre nt audit firm
with respect to the total number of financial years in which the
annual accounts have been audited:

Company Group

Number of continuous financial years 10 10

Number of years audited by the current
audit firm/ Number of years in which the 100 100
company has been audited (%)

State whether there is any procedure for di rectors to hire
external advisory services, and if so, describe it:

Yes No |:|

Describe the procedure

Article 24 of the Regulations of the Board of Directors expressly
states that “for the purpose of assisting the Directors in the
performance of their duties, the external Directors may request the
company to hire legal, accounting or financial advisers or any
other experts, whose services shall be paid by the Company.

Such engagement shall necessarily address specific problems of
certain significance and complexity, arising in the context of the
performance of their duties.

The request for contracting advisers or external experts should be
addressed to the Chairman of the Board of Directors and shall be
authorized by the Board of Directors if, in its opinion:

(a) itis necessary to ensure the effective performance of the
duties entrusted to the independent Directors;

(b) the cost of this assistance is reasonable, in view of the
importance of the issue and given the assets and income
of the Company; and

(c) the technical assistance sought cannot be provided
adequately by Company experts and specialists.

In the event that the request for expert assistance were made by
any of the Committees of the Board of Directors, it may not be

refused, unless the majority of Directors considers that the
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circumstances established in paragraph 2 of this article do not

apply.”

C.1.41 State whether there is any procedure for dir ectors to obtain
sufficiently in advance the information required to prepare for
meetings of governing bodies and, if so, describe i t:

Yes No [ ]

Describe the procedure

Article 30.3 of the Regulations of the Board of Directors provides
that “As the Chairman of the Board of Directors is responsible for
the effective operation and functioning of the Board of Directors, it
shall be required to ensure that the Directors are provided with
sufficient information beforehand; (...)". In practice, this means
that the information required for a particular session is available at
least at the moment of its call and, sometimes, according with the
complexity of the matter, with enough anticipation. Likewise, the
Board of Directors has set up an intranet so, amongst others, the
information is available by electronic means and confidentiality is
safeguarded, as well to enhance the previous accessibility of the
information.

In addition, article 23 of the Regulations of the Board of Directors
provides that each director is entitled to ask for additional
information, and the article regulates this requests.

C.1.42 State whether the company has established any rules requiring
directors to inform the company —and, if applicable , resign from
their position— in cases in which the credit and re putation of the
company may be damaged, and if so provide a detaille d
description:

Yes No [ ]

Describe the rules

Article 17.2 of the Regulations of the Board of Directors provides
that:

“Directors must tend their resignation to the Board of Directors
and, where considered appropriate by the Board, formalize the
appropriate resignation in the following circumstances:

[.]

(c) When they are affected by any of the incompatibility
or prohibitions provisions legally established;

(d) If they are severely reprimanded by the Board of
Directors on the basis of a report by the Appointments
and Remuneration Committee as a result of having
breached their duties as Directors; or

(e) When their continued presence on the Board of
Directors may jeopardize the interests of the Company.

When a Director is removed from its office before the end of the
term of office following its resignation or for whatever other
reason, the Director shall explain the reasons for doing so in a
letter addressed to all the members of the Board of Directors.
Even if said removal is communicated as a relevant fact, the
reasons for said removal will be included in the Annual Corporate
Governance Report.”
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C.1.43

C.1.44

C.1.45

State whether any member of the board of dir ectors has
informed the company that such member has become su bject to
an order for further criminal prosecution upon indi ctment or that
an order for the commencement of a bench trial has been issued
against such member for the commission of any of th e crimes
contemplated in section 213 of the Companies Act:

Yes [ ] No
State whether the board of directors has analysed th e case. If
so, provide a duly substantiated explanation of the decision

adopted regarding whether or not the director shoul d remain
in office or, if applicable, describe the actions t aken by the
board of directors through the date of this report or that it
plans to take.

N/A

Describe the significant agreements entered into by the company

that go into effect, are amended, or terminate int he event of a
change in control at the company as a result of at  akeover bid,
and effects thereof.

The Multicurrency Facilities Agreement signed by the company on 7
May 2014, with certain financial institutions, as amended and restated
on 26 June 2015, includes early maturity clauses in the event of a
change in control, in standard terms for contracts of this kind.

Further information on significant agreements entered into by the
company in the last few years can be found in the prospectus dated
25 April 2014, published within the framework of the company’'s
shares listing in the Barcelona, Bilbao, Madrid y Valencia stock
exchanges. The prospectus can be found at the “Investor Relations /
Financial Reports” section of the company's web page
(http://www.applus.com/en/InvestorRelations/Financial-reports).

Identify on an aggregate basis and provide  a detailed description
of the agreements between the company and its gover ning
bodies, management or employees that provide for i ndemnities,
guarantee or "golden parachute” clauses upon resign ation or
termination without cause, or if the labour relatio nship is
terminated as a result of a takeover bid or other t ype of
transaction.

Number of beneficiaries: 10
Type of beneficiary

Chief Executive Officer and members of the management
committee

Description of agreement

The company has entered into severance payment arrangements
(“blindajes”) with the Chief Executive officer and nine (9)
members of the senior management team who are part of the
management committee. The amounts payable to senior
management pursuant to the severance payment arrangements
may be determined by reference to one of the three following
parameters, as applicable: (i) a compensation equal to twice the
gross annual compensation received by the relevant senior
manager in the year immediately preceding termination of
employment; (ii) a compensation (net of tax) equal to twice the
net annual monetary compensation received by the relevant
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senior manager in the year immediately preceding termination of
employment after withholding taxes; (iii) a compensation (net of
tax) equal to the greater of (a) twice the net annual monetary
compensation received by the relevant senior manager in the
year immediately preceding termination of employment and (b)
compensation resulting from calculating 45 days of salary per
year of service, with a maximum amount of 42 monthly
payments; (iv) a compensation equal to the greater of following
amounts: (a ) the aggregate of two years of the fixed salary paid
at the moment of termination plus twice the annual bonus
received 12 months before the contract termination; (b) the legal
compensation which might correspond for the contract
termination; (v) a compensation equal to the aggregate of the
following amounts: the aggregate of two years of the fixed salary
paid at the moment of termination plus twice the annual bonus
received 12 months before the contract termination (vi) a
compensation equal to the greater of following amounts (a) twice
the gross monetary compensation received in the last twelve
months and (b) the compensation that results from calculation 33
days of salary per year of services with a maximum 24 monthly
payments.

Pursuant to the arrangements entered into by the group, certain
senior managers (including the CEO) are entitled to severance
payments in case described in preceding paragraph in the
following cases: (i) their employment is terminated by the
company, except in case of fair disciplinary dismissal (“despido
disciplinario procedente”) declared by a final judgment and (ii) in
some of the cases (not including the CEO) in the event they
decide to early terminate their employment with the group
(whatever form and cause), except in case of resignation
(“dimision™).

In addition to these 10 managers, there are others in the
company, who do not report directly to the CEO and have
severance payment arrangements (“blindaje”).

State whether such agreements must be reported to a  nd/or
approved by the decision-making bodies of the compa ny or
its group:

General
Board of directors shareholders

‘meeting

Decision- making body approving
the provisions YES NO

YES | NO
Is information about these provisions provided to t he shareholders X
at the general shareholders' meeting?

NOTE: The severance arrangements (“blindajes”) of the CEO will
be informed in 2017 General Shareholders Meeting, as they were
in 2016 General Shareholders meeting.

Cc.2 Committees of the board of directors

cz21

Describe all of the committees of the board of directors, the
members thereof, and the proportion of proprietary and
independent directors of which they are comprised:

AUDIT COMMITTEE

Name | Position | Class
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MR. ERNESTO GERARDO
MATA LOPEZ CHAIRMAN INDEPENDENT
MR. NICOLAS VILLEN MEMBER INDEPENDENT
MS. MARIA CRISTINA
HENRIQUEZ DE LUNA MEMBER INDEPENDENT
% proprietary directors 0
% independent directors 100
% other external 0
Explain the functions of the committee; describe the procedures
and organization rules and its functioning, as well as the main

performance of the year.

The members of the Audit Committee are appointed by the Board of
Directors. The Audit Committee consists of three to five members of
the Board of Directors, based on their knowledge and experience in
accounting, auditing and risk management matters.

Audit Committee’s functions are listed in article 29 of the Regulations
of the Board of Directors and mainly consist of:

- Informing the General Shareholders meeting on the matters
amongst it competence that shareholders may bring up.

- Supervising the preparation of annual accounts and
management reports, both individual and consolidated, in
order to be drawn up by the Board of Directors according to
law.

- To monitor the effectiveness of the internal control of the
company, the internal audit, and the risk management,
including tax risks, as well as to discuss with the auditor
any significant weaknesses in the internal control system
detected during the course of the audit, without altering its
independence.

- Informing, beforehand, the Board of Directors, in order to
be drawn up according to law, about the accuracy and
reliability of the annual accounts and management reports,
both individual and consolidated, including any periodic
financial data forwarded to the markets, the creation or
acquisition of holdings in special vehicle purpose entities or
those established in countries or territories which are
considered tax havens, as well as any other transactions or
operations of an analogous nature, which, due to their
complexity, might diminish the transparency of the Applus+
group.

- Issuing any reports and proposals requested by the Board
of Directors or its Chairman, and others deemed pertinent
for the adequate performance of its tasks.

- Supervising compliance with all internal codes of conduct
and corporate governance rules, particularly the
Regulations of the Board of Directors, in the terms provided
therein.

- Ensuring that the company and auditor uphold current rules
on the provision of non-audit services, limits on the
auditor's workload, rules regarding the need for a turnover
in the signatory auditor of the auditing report and, in
general, all other provisions established to guarantee the
auditors’ impatrtiality.

- The Audit Committee will issue a report each year, giving
its opinion about the auditors’ impartiality. This report, in
any case, will refer to the provision of additional services by
the auditors to the company or to any other entity directly or
indirectly related thereto.

The main actions of the Audit Committee during 2016 were:

- Monitoring and supervision of actions related to the risk
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management map;

- Review and supervision of the SCIIF internal model;

- Monitoring of the results of the group on a quarterly basis,
as well as periodic supervision of the most relevant
accounting estimates.

- Review and approval of external audit fees.

- Issuing reports for amendment of the Board of Directors

Regulations.
Identify the member of the audit committee who has been
appointed considering its knowledge and experience in

accounting, audit or both and detail the number of years that the
chairman of the committee has been in office.

Name of the experienced director Mr. ERNESTO GERARDO MATA

Number of years of the chairman 3

NOTE: All three members of the Audit Committee (as described in
their profiles in section C.1.3 above) are experts in the subject and
have been appointed considering their knowledge and experience in
accounting and audit.

APPOINTMENTS AND REMUNERATION COMMITTEE

Name Position Class
MR. JOHN DANIEL
HOFMEISTER CHAIRMAN INDEPENDENT
MR. RICHARD CAMPBELL MEMBER
NELSON INDEPENDENT
MR. CLAUDI SANTIAGO MEMBER
PONSA INDEPENDENT
% proprietary directors 0
% independent directors 100
% other external 0
Explain the functions of the committee; describe the procedures
and organization rules and its functioning, as well as the main

performance of the year.

It consists of at least three and a maximum of five Directors,
appointed by the Board of Directors for a period not exceeding their
term as Directors and without prejudice to being re-elected, insofar as
they are also Directors. The Board of Directors designate the
members of the Appointments and Compensation Committee, based
on the knowledge, skills and experience of the Directors and the tasks
entrusted to the Appointments and Remuneration Committee.

Appointments and Compensation Committee’s functions are:

- Reporting any proposed appointments and re-elections of
Executive and Proprietary Directors, making proposals to
appoint Independent Directors.

- Reporting any proposed removals of members of the Board
of Directors.

- Verifying the nature of each Director, checking that
requirements are met to be classified as executive,
independent or proprietary.

- Evaluating the competences, knowledge and necessary
experience on the Board of Directors, consequently
defining the necessary candidate tasks and skills to cover
each vacancy, evaluating the necessary time and
dedication in order to adequately perform their task.

- Examining or arranging, as deemed adequate, the
succession of the Chairman and top executive and, if
necessary, making proposals to the Board of Directors in
order for this succession to take place in an orderly and
well planned manner.
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Annually reporting on performance of tasks by the
Chairman of the Board of Directors and top executive of the
company.

Reporting any appointments and removals of the Secretary
of the Board of Directors and senior executives proposed
by the top executive to the Board of Directors.

Providing information to the Board of Directors about any
gender diversity matters, ensuring that when new
vacancies arise, selection procedures have no implicit
biases that hinder the selection of female Directors;
ensuring that the company deliberately searches for, and
includes amongst potential candidates, women who meet
the professional profile sought.

Preparing and keeping a record of situations involving
Directors and senior executives of the company, receiving
and safeguarding in this register any personal details
provided by Directors, as provided in article 29 of the
Regulations of the Board of Directors.

Receiving any information provided by Directors.

Proposing to the Board of Directors a remuneration policy
for Directors and senior executives.

Proposing to the Board of Directors the individual
remuneration of executive Directors and other contractual
conditions.

Proposing to the Board of Directors the basic conditions of
senior executive contracts.

Ensuring that the remuneration policy established by the
company is followed.

Main 2016 actions of the Appointments and Compensation
Committee were:

Approval of executive Director’'s remuneration and bonus
payment;

Design of the new Long Term Incentive Plan (“LTI") for
executive Director, approved by the general shareholders’
meeting;

Salary review, bonus payment, LTI award approval and
change in contract terms, when applicable, of senior
management.

LTI approval for certain non-senior management and its
conditions:

Approval of appointment of senior managers undertaken in
2016 and related arrangements;

Board, Committee, Chairman and Executive evaluation;
Annual Report on Remuneration approval;

Report on roles, responsibilities, and necessary approvals
by Committee, Board and shareholders meetings in the
matters of its competence;

Approval of Board’s remuneration policy;

Selection, proposal and reports for appointment of new
Board member;

Directors’ Selection Policy;

Assistance in preparing and attending meetings held with
investors and proxy advisors in matters of its competence.

CORPORATE SOCIAL RESPONSIBILITY COMMITTEE

Name Position Class
Mr. CHRISTOPHER COLE CHAIRMAN INDEPENDENT
Mr. RICHARD CAMPBELL
NELSON MEMBER INDEPENDENT
Mr. FERNANDO BASABE MEMBER EXECUTIVE

ARMIJO
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% executive directors 33.33
% proprietary directors 0
% independent directors 6