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Strategy and analysis

A Word from the President

G4-1

Dear readers,

tis with pleasure that | introduce the Gonvarri Steel Services 2016 Sustainability Report,

setting out the key features of our performance model as a responsible and sustainable
company, in accordance with the guidelines established by the Global Reporting Initiative
(G4 version) and the principles of the United Nations Global Compact, regarding which we
have renewed our support and adhesion.

The contents of this Report focus essentially on an analysis of the demands of stakeholders,
and hence those aspects that are material for Gonvarri. Said information has been externally
reviewed by an accredited, independent body.

Gonvarri Steel Services once again last year registered sustainable growth, as reflected in
our economic results, with turnover amounting to 2,345 million euros, an EBITDA of 155 mi-
llion and a net consilidated result of 94 million euros, allowing us to address new challenges.

Our aim is to be a leading company in the flat steel transformation business worldwide. In
accordance with this objective, in 2016 we increased our presence in Central Europe and
embarked on our venture in Ching, together with our partner \Vama.

Another major milestone was the launch of the new "Drive” Management Model, with a
route map based on four strands: Innovation, Efficiency, People and Sustainability, so as to
contribute to the development of the company and the well-being of all our professionals.

"lnnovation” is a fundamental strand of our Management Model. Our aim is to foster the
creation of a culture of innovation as a lever for growth and value creation at the company. In
order to meet this challenge, the “Innovation Area” was set up, defining the innovation flow
that will allow us to ramp up potential innovative and business-focused ideas,

Through the "People” strand, we help create stable, quality employment. Our Human Resour-
ces Department develops numerous initiatives in the field of diversity, work-life balance, heal-
th and sport, etc,, all covered by our "Growing Together” programme.

Safety and occupational risk prevention are key aspects at the Company. Particular mention
should be made in this sphere of the increase in the number of training hours by 19.3% com-
pared with the previous year, and the promotion of various projects, including "Safety Tips”
and "Top 5" intended to improve awareness as regards safety.

Meanuwhile, our values and culture are tied to value creation beyond financial returns. As a re-
sult, following the approval in 2015 of the Sustainable Development Goals (SDGs) and the

m Gonvarri Steel Services
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Climate Agreement (Paris-COP 21), we developed numerous initiati-
ves focused essentially on the strands of “Efficiency” and "Sustai-
nability” to help achieve these aims.

As regards the Sustainable Development Goals (SDGs),
our commitment focuses essentially on:

* Active contribution to reducing deaths and injuries
through traffic accidents (SDG 3.6) and the provision
of safer transport (SDG 11.2), from two perspecti-
ves.

Firstly, innovation, design, manufacturing and ins-
tallation of products for roadway equipment,
intended to improve the protection of highways

and to minimise possible harm in the event of im-

pact, and the development of safer vehicles using

new materials.

Meanwhile, through the development of nume-
rous initiatives connected with the "Emotional
Driving” project, including in particular; publication
of the book "Emotional Driving: reflections to un-
derstand road safety with optimism”, and the creation
of a web series of four motivational chapters for safer
driving: "Experience”, “Life", "Attitude”, "Help”.

Meanwhile, our "Emotional Driving Book Challenge” extends
the project internationally, spreading the word through social me-
dia and the involvement of our employees as regards the programme
content. We likewise staged two new roadshows with employees at the Gon-
vauto Thuringen (Germany) and Gonvarri Portugal factories.

To allow all the content to be accessed, we improved the mobile app and updated the website,
wwuw.emotionaldriving.com, which houses all the information regarding this programme,

¢ Progress towards the goal of doubling the global energy efficiency improvement rate (SDG 7.3)
and the various initiatives to address climate change (SDG 13.2).

At Gonvarri we believe that our factories should play an active role in dealing with climate change,
and we have therefore implemented a range of initiatives in the sphere of Energy Efficiency, along
with innovation projects to develop lighter products that help reduce CO, emissions, as well as highly
efficient solar structures, thereby indirectly avoiding such emissions, through our contribution to the
generation of renewable energu.

I lastly wish to thank all the professionals who make up Gonvarri Steel Services for their commitment,
optimism and hard work in achieving and surpassing our expectations day by day,

Jon Riberas
President

Gonvarri Steel Services
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A Word from
the CEO

G4-1

Dear friend,

t is once again a pleasure for me to introdu-
ce the Gonvarri Steel Services Sustainability
Report 2016, summarising the progress made

and the challenges overcome.

2016 was a key year for the Gonvvama project in
China. Gonvvama has been created through a 50% stake
held alongside our partner VAMA, a Chinese steelmaker
whichisin turn 50% owned by Hunan Valin Steele and ArcelorMi-

ttal. It is with great satisfaction that we have opened the first of four fac-

tories in Loudi, in the province of Hunan. This plant will soon be joined by those in Shenyang,
Changshu and Chongquing, while the Changshu and Loudi factories may well be expanded in
2017. The aim is that they should all be operating at full capacity by 2018,

During the year, we likewise expanded our presence in Europe, focusing on 3D laser cut-
ting operations at Brandenburg, with substantial growth at Gonvarri Czech and the launch
at Gonvauto Thuringen of two new blanking presses. The first allows us to strengthen the
production of silhouettes for hot stamping, while the second is a hybrid model offering greater
versatility by adding exposed part and aluminium silhouette cutting solutions to our portfolio.

At Gonvarri Poland, meanwhile, following the investments made we expect to increase our
output volume by more than 70% from 2017 onwards. We have meanwhile strengthened
management at the plants in Turkey and Colombia, and implemented a substantial adjust-
ment plan in Brazil. All of which allows us to look ahead to 2017 with tempered optimism.

Although 2013-2015 was a difficult period because of the global crisis, the low price of steel
and surplus supply, in the second half of 2016 steel registered a very significant upturn as @
result of the rise in the main raw materials, above all iron ore and coke, and a reduction of
some of the overcapacity installed in China, along with anti-dumping measures imposed by
the EU, Mexico and Canada on Chinese and Russian steel,

These macro factors, together with the consolidation of certain internal measures to impro-
ve our efficiency and management, and the notable recovery in Spain/Portugal and Turkey,
resulted in fulfilment of the financial forecast set for 2016 in terms of revenue, profitability
and net financial debt. This allows us to continue progressing, with a portfolio of stable invest-
ments and projects focused on value generation for our different stakeholders.

Gonvarri Steel Services
Sustainability Report 2016
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In 2016 we also defined the company’s scalable and sustainable "Drive” management
model. The model is structured around profitable growth with four operational strands: In-
novation, Efficiency, People and Sustainability. In turn, each strand has various develo-
pmental initiatives defined, as described throughout the report.

At Gonvarri we are committed to innovation, with the aim of responding to the new challen-
ges imposed by the market as regards reduced emissions, increased competitiveness, digiti-
sation and the development of new su stainable mobility solutions.

Our focus on the sphere of strategic innovation targets five priorities, including the enhan-
cement of our products in terms of materials and functionalities, the optimisation and de-
velopment of processes, incorporating new digital solutions at our production centres, in
accordance with the 4.0 paradigm, while aiming to extend the product and service portfolio
within our value chain, all supported by the development of a culture of innovation that
permeates the whole company.

One of the most prominent Innovative Initiatives is the Gonvarri 4.0 project, developing tech-
nological solutions that deliver productivity, quality and safety (key aspects for the group),
and facilitate the working method of GSS professionals, for example through mobility solu-
tions for employees.

In 2016 we sow a slight upturn in accident figures, making it all the more necessary to im-
plement new measures and give renewed momentum to risk prevention at Gonvarri, both our
internal personnel and subcontractors. To this end, numerous initiatives are being developed
and subcontractor supervisory systems improved, so as to provide safe working environments.

To guarantee our requlatory compliance and prevent potential incidents regarding ethics and
corruption, we are reviewing and reinforcing the current “control mechanisms” through the
new Internal Audit area. Implementation is scheduled for 2017,

Meanwhile, we continue to progress in our commitment to collaborate with the Sustainable
Development Goals (SDGs), through the following initiatives:

e Qur "Emotional Driving” project, by means of which we encourage more reliable driving
and the development of safer vehicles, along with measures to improve road safety. All
of which makes an active contribution to reducing deaths and injuries through traffic acci-
dents (SDG 3.6), and the provision of safer transport (SDG 11.2).

e (Qur commitment to address “climate change” through a range of initiatives and Energy
Efficiency plans, and the development of more lightweight products that help to reduce
CO2 emissions. Both contribute to the goal of doubling the global energy efficiency impro-
vement rate (SDG 7.3) and the various initiatives to address climate change (SDG 13.2).

Lastly, all that remains is for me to thank the entire team of Gonvarri Steel Services for their
inestimable contribution, commitment and effort, in helping to ensure that this company con-
tinues to achieve sustainable and solid growth.

Josu Calvo
CEO Gonvarri Steel Services

Gonvarri Steel Services
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Strategic plan 2016-2018 Driv

- °
G4-1 Gonvarri ..0..'.::
N
G onvarri Steel Services is a company founded in 1958, and leads the

market in the transformation of flat steel and aluminium, with more R/VPOQC
than 50 years of experience.

Doing well by doing Good
We manufacture various products grouped into three business lines: Au- Doing well by doing GSS
tomotive, Industry and Metal Structures, including such lines as Road Steel,
Solar Structures, Almaceno (Logistics) and Mecano.

Miggion
Ever since it was founded, the company has registered considerable grow-
th. It currently comprises 35 plants in operation and 6 under construction, Our Mission is to improve the
spread across 16 countries. Performance of our Customers

. . , providing Innovative and
The 2016 financial year marked the end of the 201 3-2015 Strategic Plan, Sustainable

and the launch of the new 2016-2018 Strategic Plan, in line with our Metal Solutions based on @
purpose and mission. World Wide highly Collaborative

The Strategic Plan establishes the priorities through a new management Organization.
model, known as "Drive’, which will power Gonvarri towards fulfilment of
its profitability and growth goals over the coming years,

The management modelis based on people, on the efficiency of continuous
process improvement, in particular efforts as regards innovation, while at all
times maintaining a focus on sustainability,

The main strands of Drive are described below:

Culture & Climate
HR Internal Communication
Training
Compensation & Benefits
Organisation & Change Management
Healthy company
Growing together

Governance
Code of ethics
Materiality
Sustainability
Climate Change
Social Action
Projects Emotional Driving

Key processes
Safety
SPG
Quality
Environment
Efficiency model

Industry
Innovation model
Process
Product
Venture capital
Value chain
Innovation culture

Gonvarri Steel Services
Sustainability Report 2016
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Main effects, risks and opportunities

G4-2

G onvarri Steel Services continues to progress through sustainable
growth in numerous countries. It is therefore subject to various risks
inherent to its operations as a result of the cultural and legal obligations in

those countries where it operates.

In 2016 the "Internal Audit” area was formally esta-
blished, along with the launch of a project intended to
develop the new "Compliance Model’, with the aim of
improving mechanisms for monitoring, measurement
and control of risks stop The application of this model
is initially planned for Spain, while it will subsequently
be rolled out across the other countries.

The development involves a diagnosis of the baseline
situation for the design of the operational framework,
taking into account the regulations in force in Spain,
with the 2015 reform of the penal code being particu-
larly significant, along with regulations regarding com-
pliance, and specifically anti-bribery, in both the USA
and the United Kingdom.

Completion of the model and implementation in Spain
are scheduled next year. This will, among other as-
pects, and tail the underpinning of internal controls,
the modification and adaptations of the current instru-
ments and the development of new control and oversi-
ght mechanisms.

In this regard, work beganin 2016 to draw up a general
"Risk Map” for the whole group, focused essentially on
the identification of the risks associated with our acti-
vity. In 2017, in collaboration with the areas involved,
new controls were adapted for design so as properly to
manage and minimise the risks identified.

Gonvarri Steel Services
Sustainability Report 2016



The main risks identified in 2016 are summarised below:

» Business risks

For the viability and development analysis in the
different countries in which we operate or plan to ope-
rate, the business model establishes the methodology
to be followed so as to have access to the required in-
formation as to potential investment risks. It likewise
includes an evaluation of the possible requlatory risks
derived from changes in the regulations established by
the various governments (environmental and tax legis-
lation, local procurement, etc.).

The Business Development Department, in collabo-
ration with the departments involved (finance, legal,
technical, environmental, etc) analyses the possible
risks and contingencies, with the aim of establishing a
complete overview of the situation. If the operation is
viable, collaboration is requested from an external com-
pany specialising in Due Diligence, to perform a more
in-depth viability analysis.

With all this information and the possible scenarios in
place, the potential risks and means of mitigation are
analysed. Our CEQ and Chairman present this informa-
tion befare the Board of Directors, which reaches the
relevant decisions in this regard.

To minimise this risk, the Group has arranged insurance
policies with leading companies to cover the risks deri-
ved from its activities, protecting its assets, and also its
sales of products and services to clients.

Any problems that might give rise to damages suffered
by said clients are duly covered by Civil Liability policies,
along with potential environmental damage, likewise
covered by specific policies for this type of risk.

Opportunities

Qur factories have a local economic impact, above
all those located in developing countries. They allow
US to generate new business opportunities for local
suppliers and services; we create jobs in the region,
helping to improve the local economy; and we pro-
vide economic resources for public authorities by
paying our taxes.

Gonvarri Steel Services
Sustainability Report 2016

» Financial risks

Our activities are exposed to various financial risks.
The risk management programme focuses on miti-
gating the uncertainty of financial markets and aims
to minimise the potential adverse effects on financial
returns.

Risk management is handled by the Finance Depart-
ment, which identifies, evaluates and arranges co-
ver for financial risks in accordance with the policies
approved by the Board of Directors. The Board provi-
des policies for global risk management, and also for
specific areas.

Below we summarise the most significant financial
risks:

Market risks

Defined as the exposure of results and assets to a
possible loss caused by variations in the fair value or
future cash flows of financial instruments as a result
of changes in market prices, interest rates or exchange
rates.

Exchange rate risk: the company operates interna-
tionally, and so is exposed to exchange rate risk throu-
gh operations in currencies other than the Euro in the
various countries where it operates,

In order to mitigate this impact, the company has in
place an exchange rate risk management policy, which
takes the form of periodic reports detailing all flows
receivable/payable in non-euro currencies over a spe-
cific period and in accordance with results. On occa-
sion, financial hedging instruments are incorporated to
allow for greater flexibility.

The different plants achieve natural hedging against
this exchange rate risk, by aiming to perform both pur-
chases and sales in a strong currency (€ or S), while
the cash management department also frequently
arranges exchange rate insurance serving to minimise
the impact of foreign exchange fluctuations on our fi-
nancial statements.



Exchange rate risk from cash flows and Fair value:
as the companies do not have any major remunerated
assets, revenue and cash flow from operating activi-
ties are fairly independent of variations in market inte-
rest rates. This risk is derived from long-term external
resources, and is mitigated through the simulation of
various scenarios, taking into account re-financing, re-
newal of current positions, alternative financing and
hedging.

The Group, in its relationship with certain OEM clients,
maintains agreements to peg the prices of the servi-
ces it provides to the Euro currency, as in the case of
Argentina, Russia and the United Kingdom. The aim in
such situations is to neutralise the effect of exchange
rate variations that could apply to the local currencies.

Meanwhile, it maintains interest rate hedges to co-
ver variations in the Euribor. These hedges are arran-
ged at the Group level, the aim thereby being to hedge
a substantial proportion of all Loan and Credit facilities
arranged with financial entities and which have the
Euribor as a component of the cost of finance.

Meanuwhile, intra-group financing operations are typi-
cally formalised in euros from the parent company,
GCF Matrix, with the borrowing subsidiary bearing
the exchange rate risk if its local currency is not the
Euro.

Individual cases, such as finance from Poland for its
subsidiary in Arizona, have been formalised in dollars,
and implemented by taking the bank finance in dollars
as the counterpart, with natural hedging being applied.

Commercial purchase/sale operations are hedged to
avoid fluctuations in the exchange rates in which or-
ders are placed, the reference being the US dollar.
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Credit risks

Credit risk is handled by groups. This arises out of cash
and cash equivalents, derivative financial instruments
and deposits with banks and financial institutions, and
above all accounts receivable,

The risk is mitigated by means of the consideration of
internal and external ratings in accordance with the limits
set by the Board, and the constant review of credit limits,
Insurance is likewise arranged for collection from certain
clients where the Risk Department deems this advisable.

Liquidity risks

The risk entails holding sufficient cash and tradable se-
curities, along with the availability of finance and the
capacity to liquidate market positions.

The Group'’s Cash Management Department has the mis-
sion of maintaining flexibility in terms of finance through
the availability of committed credit facilities, while Senior
Management monitors the companies' forecast liquidity
reserves.

Opportunities

At Gonvarri Steel Services we view operations in diffe-
rent countries as representing a competitive opportu-
nity, as well as proximity to our customers that allows
Us to "offset” those risks or incidents that could arise
in certain countries, through others that enjoy greater
solidity, and through profitable and sustainable growth.

Gonvarri Steel Services
Sustainability Report 2016



» Operational risks

Risks derived from activities

This section includes the possible risks derived from te-
chnological or quality failures, management problems,
etc.

In order to minimise these risks, we develop numerous
improvement , monitoring, measurement and effi-
ciency initiatives, such as, for example: the Gonvarri
Production System ('SPG'), as part of the Integrated
Management System (IMS), obligations derived from

Opportunities

quality standards (ISO 9000) and automotive standards
(ISO-TS 16949).

We also have contingency plans in place so as to be
able to react to serious faults in our critical machinery,
as well as extensive insurance cover, allowing us to ad-
dress this type of eventuality,

Given their significance in 2016, the next two pages
detail the analysis, design and implementation of the
Integrated Management System (IMS) at Gonvarri,

Through the project to improve monitoring and control mechanisms, and the generation of the “Process Map’,
an in-depth review of the company is being undertaken so as to detect potential risks and opportunities for
improvement, as developed in the IMS (Integrated Management System) project.

Meanwhile, through our Road Steel operations we are hard at work researching and engineering to deliver the
very best solutions in our product, and thereby contribute to minimising harm on the highway in the event of

accident,

Gonvarri Steel Services
Sustainability Report 2016
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Project: Integrated Management System 2016/2018

G4-2

» Risk identification

The position that Gonvarri Steel Services now enjoys is the result of a cor-
porate vision that has successfully anticipated trends and adapted to diffe-
rent market situations, responsible and sustainable management, achieving
substantial growth and presence worldwide.

Nonetheless, along the way the risk connected with the retention of the
company’'s know-how and experience was identified, as well as the altera-
tions that can occur upon transfer to other cultures and ways of working far
from the firm'’s origins.

All those who comprise Gonvarri build up over the course of their working
lives both theoretical and practical know-how that cannot be allowed to
vanish, as it is essential for the proper progress of the company.

Through this, we manage to prevent the experience acquired from being
lost in many cases as a result of inadequate organisation, registration and
transfer, so as to maintain forever the standards that have made Gonvarri
what it is today.

In order to minimise this risk, in line with our Strategic Plan, in 2016 the
IMS (Integrated Management System) area was set up. It has a two-fold
purpose: (1) establish robust working systems that prevent this culture and
know-how from being dispersed or lost, and make it available to the com-
pany as a whole, so that it can be passed on free of risk, and (2) guaran-
tee continuous improvement in the future.

1955 :-r-r'f' "
lgfaﬁ“:ﬂ )
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» Definition of measures

The IMS (Integrated Management System) project is presented as a set of
Key Processes that comprise our basic knowledge of the business, com-
pliance being mandatory throughout the organisation, documented and
with self-checking mechanisms by means of the relevant controls and re-
commendations, within the context of the continuous improvement of 4
subsystems focused on continuous improvement, which are integrated
and fully consistent; Health and Safety, Environment, Quality and SPG
(Lean Manufacturing).

» Key Processes

The 16 Key Processes were selec-
ted by the entire Senior (Manage-
ment team of GSS from a Process
Map of the organisation, by means
of a detailed analysis of the po-
tential risks that could give rise to
economic, operational or reputatio-
nal harm to the company.

These processes are summarised
below:

Commercial Risk Management

Once the 16 Key Processes were
established, in 2016 the project en-
tered the phase of setting up the 16
specific working parties, establish-
ment of the working methodology,
gathering of information and the
review of the scope of each of the
Processes.

This projectinvolved painstaking se-
lection of some 150 professionals
at Gonvarri who are most familiar
with the business, representing all
the countries, companies and func-
tions of the organisation.

The project is being coordinated
by a new function (BTM, or Busi-
ness Technology Management),
made up of personnel with in-depth
knowledge of both the business and
the Information Systems that under-
lie it. As the owners of the 16 Key
Processes, BTM will lead the align-
ment of our IT efforts with this new
structure.

Gonvarri Steel Services
Sustainability Report 2016
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» Continuous
improvement system

Historically, the Health and Safety, Environment and
Quality management systems have been structured in
accordance with reference standards (at present, OH-
SAS 18001, ISO 14001 and ISO/TS or IATF 16949). To
supplement this, in 2008 the SPG Gonvarri Production
System was deployed, with the aim of improving efficien-
cy in all our activities and providing a set of reliable tools
for continuous improvement.

The 4 systems have been comprehensively rolled out at
each and every one of the Group's factories.

Over recent years, multiple convergences have been
found to exist among all the management systems
identified, along with the synergies which were ultima-
tely to become the Key Processes.

As a result, in 2016 an in-depth review was per-
formed of the content and methodology of all the 4
subsystems, which will allow us to design and integra-
te unified and global processes, based on rigour and
efficiency, within a framework of safety, quality, and
respect for a sustainable environment.

All individuals at Gonvarri must be fully familiar with
the key processes of our business, and must de-
ploy them efficiently, in o safe and sustainable

environment, fulfilling the quality standards of our
customers.

Gonvarri Steel Services
Sustainability Report 2016

» Roll-out

In order to guarantee the proper functioning of the IMS
project, the figure of “IMS Regional Manager’ has
been established, responsible for linking the local teams
up with corporate IMS initiatives, providing feedback on
the whole system through their proximity to the busi-
ness, as well as the horizontal distribution of both re-
sources and good practices within each of the Regions
into which the company is organised.

In parallel, the profiles of both local and corporate coor-
dinators of the four subsystems are being redefined to
facilitate the exploitation of any synergies detected.

The ultimate aim is to have in place a uniform IMS
focused on Key Processes, properly implemented

all our operational sites prior to the conclusion of
the current 2016-2018 Strategic Plan.

Corporate SGI Staff

Key Processes  Safety SPG Quality Environment
BTM

SGlI Regional Manager

Managers Safety SPG Quality Environment

Local Staff



» Social and
environmental risks

Growth forecasts indicate that over the coming deca-
des the world's population will shoot above 10 billion,
reaching 8.5 billion by 2030, and 9.7 billion by 2050,
according to calculations by the United Nations (UN),
mainly as a result of demographic growth in developing
countries, above all in Africa,

This growth means more intensive use of the available
natural resources, products and services, and hence a
greater environmental impact and increasing atmos-
pheric emissions, because of the growing number of
vehicles,

To minimise this impact, GSS has in place Environmental
Management Systems in accordance with standard 1SO
14001 and its Environmental Performance Index ('ICA’)
at all its facilities, thereby helping to mitigate these risks
and comply with environmental legislation. It further-
more incorporates the principle of precaution and conti-
nuous improvement to the Code of Ethics and Conduct,
the Environmental Policies of the different factories, and
the Sustainability Policy,

Opportunities

Within this context, the forecasts indicate that over
the coming years there will be a substantial increa-
se in the world's stock of vehicles. We therefore
incorporate improvements that contribute to more
efficient production, by developing our products
with a reduced impact.

At GSS we see this as a challenge and a business
opportunity, through innovation and new tech-
nologies. One clear example may be seen in the
Automotive division and the activities of Solar Steel
which, among others, through the Gonvvama )V are
manufacturing welded silhouettes that help redu-
ce the weight of components and allow more light
weight and stronger materials to be used, thereby
assisting in the production of lighter, safer and less
polluting vehicles, along with lighter solar structu-
res, that improve the profitability and efficiency of
solar farms.
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» Health and safety risks

Health and safety is a priority objective for the companu.
The model is based on Integrated Prevention in accor-
dance with the Health and Safety Policy, which must be
fulfilled on @ mandatory basis and applies to all professio-
nals at the company’s facilities, as well as the achieve-
ment of the requirements and obligations established in
the health and safety management system in accordance
with standard OHSAS 18001, for which most facilities
have certification or are in the process of obtaining this.

» Reputational, ethical
and human rights risks

Derived from possible behaviour in violation of the quide-
lines established in policies and codes as regards human
rights, ethics and anti-corruption.

In order to minimise this risk, Gonvarri Steel Services de-
velops a range of policies and initiatives such as, for
example, the Code of Ethics and Conduct, the Behaviou-
ral Code for the Offering of Incentives, Gifts and Invites,
the Harassment Prevention Guide, the Integrated Envi-
ronment, Quality and Health and Safety Policy, and the
Sustainability Policy. Meanwhile, whistleblowing mecha-
nisms are in place to resolve any conflicts that might ari-
se in this sphere,

Information is available at: wwuw.gonvarristeelservi-
ces.com/codigo-etico

No risks were identified in 2016 connected with child la-
bour, threats to freedom of association or forced labour
(G4-HR4, G4-HR5, G4-HRB).

Opportunities

By monitoring and measuring all aspects connected with
occupational health and safety, along with initiatives
proposed by employees, numerous opportunities for
improvement have been detected, as summarised in
the Social Dimension chapter, and the section on Health
and Safety.

Gonvarri Steel Services
Sustainability Report 2016



» Risks connected with

confidentiality and privacy

Information Security

At GSS we are convinced that information has become
0 strategic asset for businesses and for people.

As a result, we establish the mechanisms required to
safequard privacy of information and to protect client
and supplier data, and also to manage and properly to
process documentation in accordance with its level of
relevance, and so as to underpin security, the infor-
mation security procedures are periodically reviewed,
and the system is continuously tested to guarantee
robustness.

In 2016, the following initiatives were conducted,
among others, to improve the security policies:

e Periodic scanning of the systems to identify exter-
nal and internal vulnerabilities and to correct these
in accordance with their level of criticality,

* Diagnosis of information security and risks, based
on standard ISO 27000,

During 2017 we will develop the relevant measures
to adapt to the new Spanish Data Protection Act,
which will probably take effect in May 2018. This will
entail the appointment of a data protection represen-
tative and a more horizontal supervisory level to ad-
dress information protection.

To reinforce awareness and training among group
employees, training initiatives and campaigns were
staged. Of particular note was the "Anti-Phishing”
campaign conducted in November 2016, with the aim
of detecting the degree of vulnerability, and raising
employee awareness about this type of attack. Trai-
ning sessions were subsequently held to address pre-
vention and protection techniques at corporate offices
and at the plants, given the risk that this new type of
criminality represents for people and assets.

Gonvarri Steel Services
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Business Process Support

Systems are a fundamental element in executing bu-
siness processes. To this end, the IT Department cen-
tralises the Group's infrastructure and communications
services, while conducting transformation projects in
parallel to align systems with the company’s growth
and new processes, placing the focus on business su-
pport, efficiency, and profitable and sustainable growth.

These services are managed with third parties, in accor-
dance with an impartial process to publish the specifi-
cations dossier, followed by the receipt and evaluation
of bids, and finally selection in accordance with quality
criteria for business support and IT systems efficiency.

In this regard, the Systems area has played a role both
in the incorporation of new companies within the
group, GSS Gonvvama, GVS Dongguan-Sumitomo and
GSS (Czech Republic, along with the new challenges
faced by the organisation in its strategy of innovation
and improved productivity and efficiency:

 Energy Efficiency improvement programme

* Development of the strategy and launch of a plan fo-
cused on the new “Industry 4.0" paradigm.

Opportunities

By means of diagnosis and the established monito-
ring and control mechanisms, NuMerous opportuni-
ties for improvement have been detected, and these
are now being gradually implemented, underpinned
by training and communication. All of which will
allow us to adapt to the new requirements of the
Data Protection Act.




Most significant risks in 2016

|n 2016, Gonvarri Steel Servi-
ces faced different risks deri-
ved from the market situation in
the countries where it operates,
which have at the global level
had no significant impact on the
results for the financial year,
thanks to diversification across
different markets.

Below are summarised the most
significant risks identified:

The volatility of the price of raw
materials, directly influenced by
the sudden upturn in iron ore, and
to a lesser extent zinc, with an im-
pact on the rise in steel prices, and
hence the valuation of the stock
available at the plants, above all
in the second half of the financial
year.

The scarcity of supply throughout
the supply chain. Although there is
still installed capacity for steel pro-
duction, essentially in China, the
anti-dumping measures imposed in

such jurisdictions as the European
Union, Mexico and Argenting, along
with price rises, have had a negati-
ve impact on steel supply and avai-
lability.

Increasing pressure from custo-
mers as regards price requires that
margins be tightened at every
step of the supply chain.

The situation in Turkey, both be-
cause of the staging of various
electoral processes that have led
to a suspension of public works
procurement, and the conflicts in
neighbouring countries and the
consequent migration crisis, with
millions of refugees attempting to
reach Europe, Turkey being one of
the main routes of access, thereby
limiting its natural export markets.

Similarly, the variability of the cu-
rrencies of some countries where
we have significant operations
could have a negative impact on
the balance sheet.
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The successive scandals in the
automotive sector connected with
(O, emissions and the impact on
diesel vehicles.

The reform of the steelmaking
sector in China, leading to the
merger of various steel companies,
along with the closure and con-
version of others, could have an
impact in the future, as partners of
the company Hunan Valin Steel.

The "Brexit" referendum in the Uni-
ted Kingdom and its departure from
the European Union (EU) suggest
that, among other impacts, there
will be a significant increase in ex-
port prices, and a probable sterling
devaluation. Meanwhile, as the ou-
tput from our plants in the UK (Four
in operation and one under cons-
truction) is intended almost entire-
ly for the local market, the impact is
not expected to be significant.

Gonvarri Steel Services
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Organizational profile

Name, headquarters, brands, most
significant services and products

G4-3 and G4-5

onvarri Corporaciéon Financiera, S.L. (hereinafter Gonvarri, or GSS) was
founded in 1958, performing its operations in the manufacture, transfor-
mation and sale of steel products and metals connected with steelmaking.

At its service centres, steel and aluminium are subjected to a series of hi-
gh-tech processes allowing the product to comply precisely with client needs,
fulfilling at all times the most rigorous standards.

The main headquarters is located at:
Prolongacion de Embajadores, s/n

28053 Madrid - Spain

In terms of activity and geographical position, the company is grouped into:

LatAm

It includes fadilities of MAG
Resende, AMG Campinas and
AMG Parand in Brazil and Gonva-
rri Argentina.

Gonvarri Metal
Structures

|t includes facilities of
Hiasa and Gonvauto Asturias
(Spain), GMS Arizona (USA),
Gonvarri Turkey, Gonvarri
Colombia and Bilbao office
(Spain).

Misceldneos

It includes the offices of: Finan-
cial Corporation, Italy, Morocco
and GonvaSolar

Gonvarri Steel Services
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NAFTA

It includes facilities of Gonvauto
in Puebla (Mexico) and South
Carolina (USA).

Gonvauto Iberia

|t includes facilities of Gon-
vauto Navarra, Barcelona and
Galicia (Spain).

Western Europe

It includes the Spanish
facilities of Ferrodisa, Laser
Automotive Barcelona and

Gonvarri in Barcelona, Burgos

and Tarragona and facilities of

Gonvarri Portugal and Steel &
Alloy UK.

Central Europe

Itincludes the German
facilities of Laser Automoative
Brandenburg and Gonvauto
Thuringen, Laser Automoti-
ve Thuringen and Gonvarri
Aluminum and facilities of
Gonvarri Poland, SG Kaluga
(Russia), Gonvarri Czech
(Czech Republic) and AMG
Senica (Slovakia).

Asia

|t includes the facilities of GAI-
PL Pune (India) and the China
facilities of GVS Dongguan
and Gonvvama Loudi since
31.12.16 and the factories of
Shenyang and Changshu are
under construction,




Our brands and products
G4-4

onvarri Corporacion Financiera, S.L. operates under one single brand,

"Gonvarri Steel Services”, adapted to the various plants and busi-
ness lines. They all have in common the use of the same logo as the com-
pany's corporate hallmark.

The various plants maintain this logo and include the name of the facility
accompanied by the main brand "Gonvarri Steel Services”, or for those that
are mainly engaged in the automotive sector, the main brand “Gonvauto”,

The company also shares its brand with its partners at the following
plants: SG Kaluga (Russia) with Severstal, in Brazil, (AMG Parana and AMG
Campinas) and Slovakia (AMG Senica) with ArcelorMittal, at MAG Resende
in Brazil with Mitsui and ArcelorMittal, and in China, with our partner VVama.

Gonvarri produces various formats grouped into three business lines: Au-
tomotive, Industry and Metal Structures, including such lines as Road Stee|,
Solar Structures, Almaceno (Logistics) and Mecano. They all have their co-
rresponding trademark brands, as set out under indicator G4-8.
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Worldwide Presence in 2016

G4-4 and G4-6

Steel & Alloy
Oldbury
Steel & Alloy
Aycliffe

Steel & Alloy
Bridge Street

Steel & Alloy
Darlostone 1

Steel & Alloy
West Bromwich

e

Gonvarri

Gonvarri
Portugal

Arizona
Gonvauto

South Carolina

Gonvarri
Baja California

?g?n%inas Headquarters

Gonvauto
Puebla

Gonvarri
Burgos

Gonvarri
Colombia

Gonvarri
Barcelona

Gonvarri
Tarragona

Ferrodisa

Gonvauto
Barcelona

Gonvauto
Galicia

Gonvauto
Navarra

MAG
AMG Resende*

Parana Hiasa
Gonvauto Asturias |

Gonvarri
Argentina

Laser Automotive
Barcelona

Laser Automotive
Valencia

Il Facilities under operation
I Facilities under construction (In 2016, 6 new facilities begins to be built)

Information updated on February, 2017
*Not included in the scope of the report
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Laser Automotive
Brandenburg

Gonvarri AmG”
Gonvauto Polska Senica
Thiringen

| Laser Thiringen
| Gonvarri Aluminium

~ Gonvarri
Czech

Gonvvama
Shenyang

Gonvvama
Changshu

GVs*
Dangguan

Gonvvama*

Gonvarri Loudi

Turquia Gonvvama

Chonggqing
GRIPL*
Pune

= i o
& o i
Countries Operational

- Professionals
fFacilities

GSS GLOBAL

PERIMETER 1 6 3 5 4, 2 O O

PERIMETER OF THE

SUSTAINABILITY REPORT 3 / O 2 6
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Ownership structure

and legal form
G4-7

he corporate structure of Gonvarri Corporacion Fi-
nanciera is 100% owned by HOLDING GONVARRI,
SR.L

The subscribed capital stock at 31 December 2016
amounts to “two hundred and one million five hundred
and thirty-eight thousand one hundred and seven euros
and ninety-five eurocents” (€201,538,107.95), repre-
sented by six million seven hundred and six thousand
seven hundred and fifty-nine shares of a par value of
30.05 euros each, all subscribed and paid up.

The company is not listed on the Stock Market.

Gonvarri Steel Services
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Main figures
G4-9

The main consolidated figures are summarised below:

° ?jl Number of direct employees
t*- 3,026

Net sales
2,308,386 thousand €

- Number of operating plants
ﬂ 30*

Capitalisation (debt + assets)
974,150 thousand €

The products and services offered by the company are sum-
marised under indicators G4-4 and (4-6.

* The facllities corresponding to the perimeter of the Report are considered.




Markets

G4-8
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he company is present in 16 countries, allowing us to cover the entire global market. We likewise continue
to invest in our service centres, with new production lines as demand increases.

Sections G4-4 and G4-6 provide further information on the divisions and countries where GSS has a presence.

The main initiatives in 2016 are summarised below:

The new hybrid lines and 3D lo-
ser cutting lines installed in Cen-
tral Europe (Laser Automotive
Brandenburg, Gonvauto Thurin-
gen and Gonvarri Czech) are now
fully operational. This investment
allows us to increase product and
service quantity and quality, abo-
ve allin Europe.

A new steel press was installed
in South Caroling, and another
hot stamping press at Gonvarri
Burgos.

Gonvvama Changshu

As for the new Gonvvama
plants in Ching, the situation is
as follows:

- Gonvvama Loudi now has @
manual cutter, welding and abla-
tion laser, allowing us to improve
welding conditions, and already
in operation;

- Gonvvama Shenyang and
Changshu have a press at each
plant for hot stamping, welding
equipment and an ablation laser

Gonvvama Shenyang

machine. The canopy and floo-
ring will be practically finished |
December 2017.

- Gonvvama Chongging is only at
the earthmoving phase.

Construction of 3 new facilities
is planned: Gonvarri Baja Cali-
fornia (Tijuana), Steel&Alloy
Oldbury (UK) and Laser Auto-
motive Valencia (Sagunto).

Gonvarri Baja California

Gonvarri Steel Services
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» Business lines

Automotive

It accounts for 69% of sales. We supply flat, tube and 3D
loser cut steel to the main Tier 1 OEMs in the automoti-
ve sector, and major stamping producers,

Hutomotive activity is the most significant, and is un-
dertaken at all GSS facilities, except in Colombia, Arizona
and Turkey. Over recent years we have also been su-
pplying aluminium from our facilities in South Caroling,
Barcelona and Senica.

Industry

We develop a range of formats and products, such as:
storage tanks for fuels and chemical products, ad hoc
structures, and a wide range of steel products, tailored
to the demands of our industrial customers. Our main
customers are connected with the electricity, oil and
chemicals sectors, household appliances, etc.

Industrial operations are performed mainly in Spain/
Portugal, Brazil and Colombia, and to a lesser extent in
Poland and Germany.

Gonvarri Steel Services
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Metal Structures
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The Metal Structures business line includes various operations and products, as summarised below:

Road Steel

This develops practically all vehicle
containment systems for highways,
along with anti-noise screens and
sound-absorbent cladding for tun-
nels, rigorously complying with all
standards and with a great many
patents in place, and as a result the
main customers are connected with
major construction companies and
public authorities.

These Road Steel operations are
performed mainly at Hiasa (Spain),
Turkey and Colombia

Solar Steel

It designs and develops fixed and
mabile solar structures, as well as
lampposts and electricity pylons.

Our main customers are companies
involved in solar farm development
and construction (EPC), electricity
companies and public authorities,
through the Solar Steel operation.

Solar Steel operations are mainly
performed at Hiasa (Spain), Arizona,
Turkey and Colombia.

Others

At our facilities in Colombia we de-
velop other products through the
Mecano and AImaceno (logistics)
business lines,

Mecano: develops cable tray, bus
bar trunking and profile systems,
with appropriate accessories in
accordance with customer require-
ments, for use both in industry and
households, mainly for such sectors
as mining, oil and energy, although
products are also available for the
industrial and commercial sector.

Almaceno (Logistics): designs, ma-
nufactures and assembles integra-
ted storage systems, intended for
companies that as part of their pro-
cesses require storage of raw mate-
rials, products being processed, and
finished products, as well as com-
panies in the logistics sector and/
or major retailers. In other words, all
companies that require storage at
some stage of their management
process.

Gonvarri Steel Services
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Employee workforce

G4-10

Direct and indirect employment

In 2016, the workforce was made up of 3,026 professionals (87.3% men
and 12.7% women), distributed across 13 countries, the number being 3.3%
higher than the previous year. A total of 608 external professionals likewise

collaborated with us.

The enclosed graph indicates the distribution of direct employees by region

and gender.
COUNTRY Direct employment External Professionals
2015 2016
Men Women Men Women Men Women Men Women

Germany 84 18 158 27 19 0 55 0
Argentina 47 6 47 7 0 0 0 0
Brazil 184 52 200 50 0 5 0
Colombia 262 55 257 42 93 6 119 4
Spain 1,215 126 1,226 131 271 4 289 9
USA 103 22 90 14 6 0 3 0
México 97 11 68 10 24 3 27 3
Poland 58 15 71 20 0 0 0 0
Portugal 59 18 62 16 12 0 15 1
UKk 171 23 162 21 23 1 16 0
(zech Republic 24 12 36 20 5 2 1
Russia 53 12 49 11 4 1 6 0
Turkey 195 13 222 14 33 0 48 0
TOTAL 2,547 383 2,643 383 494 20 585 23

Stability in employment is a priority. In the 2016 financial year, S0.7% of
the workforce had a permanent contract, and 96.3% a full-time contract.

N° of employees

| 2015 2016
Men = Women Men ‘ Women
Type of employment
Full-time 2,518 343 2,565 347
Part-time 46 23 78 36
Permanent 2,330 330 2,402 343
Temporary 226 44 241 40

Gonvarri Steel Services
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Employees covered by collective agreements

G4-11

| n most cases, the rights and obligations of GSS profes-
sionals are set out in collective agreements. However,
matters related with inherent corporate organisation,
the legislation of each country, or even local practices
and customs mean that certain groups are expressly
excluded from the scope of such agreements.

638% of GSS employees in Brazil, Germany, Argenting,
Mexico, Portugal, UK and Spain are covered by a collec-
tive agreement (in some cases, senior management
is excluded from these agreements). Meanwhile, some
countries have other supplementary agreements setting
out specific working conditions, such as for example the
Union Pay Negotiation in the UK, the Company Agree-
ment in Spain, etc.

In the USA this formula is replaced with a "Handbook”
covering 100% of employees. This is a guide setting out

employment conditions, indicating behavioural stan-
dards in accordance with the context and local legal re-
quirements, stating the rights and duties of employees in
aspects connected with recruitment processes, Working
hours, absence, salaries, social benefits, leave, etc. The
employees covered by the handbook in the USA repre-
sent 5% of the total GSS workforce.

For employees not covered by either of these two mo-
des, their conditions are set out contractual terms in ac-
cordance with the internal employment legislation of
the country in question.

In Poland, for example, they comply with what are known
as the Work Regulations and Payroll Regulations, which
all employees must sign. This accounts for the remaining
26%.
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Supply chain

G4-12 and G4-EC9

t Gonvarri Steel Services, the process of purchasing, the procurement of external services, and the correspon-
ding approval and administration of suppliers makes a distinction in accordance with the type and volume
of the purchase:

» Steelmaking
purchases

Steel is the raw material most used
at the facilities, followed by alumi-
nium, usage of which is gradually
increasing.

In both cases, these purchases

are centralised via the Corporate
Purchasing Department, which
coordinates with the factories

in accordance with the forecast
orders, customer requirements and
the available stock. All steelmaking
purchase suppliers are evaluated
annually,

Gonvarri Steel Services
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» Non-steel
purchases

Covering major purchases of other
commodities, materials and servi-
ces needed for the various plants,
requiring substantial negotiation
given the volume they represent.

These purchases are mainly

conducted via the Supplier Portal.

These suppliers currently do not
undergo standardised approval.

» Local purchases

Minor, non-steel purchases are
performed independently at

each Facility. Although the same
approval criterion is not applied, the
supplier and contractor selection
and evaluation process is always
conducted on an impartial, rigorous
and objective basis. As for the
availability of environmental, social,
human rights and employment
criteria, they are handled differently
at the various factories.

In all cases the payment terms
with suppliers and subcontractors
are properly defined and set out in
writing on the basis of pre-establi-
shed criteria that are periodically
monitored and revised.



» Local suppliers

In 2016, the total expenditure on suppliers amounted to 2,384,934.2
thousands of euros, 70% of which corresponded to suppliers local.

Below is set out the percentage distribution by country:

COUNTRY Thousand euros 2016
Germany 2304785 85%
Argentina 158310 39%
Spain 12251793 78%
USA 30,2645 81%
Mexico 569351 31%
Poland 55454 5%

Portugal 64,073.7 56%
(Czech Republic 6,578.2 85%
Russia 36,930.2 70%
TOTAL 1,671,8159 70%

*Information about Brazil, Turkey, Colombia and UK not included.

Part |

General Standard
BIN[NV{ES

Significant
changes
G4-13

|n 2016, Gonvarri Steel Services ex-
panded its presence in Central Euro-
pe with the lines already in operation
at Laser Automotive Thuringen, Laser
Automotive Brandenburg and Gonva-
rri Czech, as well as the new presses in
South Carolina and at Gonvarri Burgos.

In Ching, the Gonvvoma Loudi and
Dongguan plants are already ope-
rational, while Gonvvama Shenyang
and Changshu scheduled to start up
in 2017. The Gonvvama Chongging is
only at the earthmoving phase.

A new plant is also under construction
in Tijuana, another at Steel & Alloy in
Oldbury, UK, and another at Laser Au-
tomotive in Valencia.

Principle of

precaution
G4-14

he company incorporates the prin-

ciple of precaution through the
Code of Ethics and Conduct, the Envi-
ronmental Policy and the Sustainabili-
ty Policy, including the commitment to
protect the environment and achieve
continuous improvement.

It furthermore mitigates its environ-
mental impact by monitoring and mea-
suring the aspects and impacts derived
from its operations by means of the
Environmental Management Systems
and the Environmental Performance
Index ('ICA).
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Collaboration with external initiatives

G4-15

G onvarri Steel Services aims to participate in social action initiatives and projects aligned with its business
and corporate culture, and that make an effective contribution to the well-being of Society. These include,

among others, the following:

‘_bﬂi'. Al {-”’
L AANE
= i

o
APYAMOS
FACTO MUNDTAL

\"ff
S Pt

= Tl

&

United Nations Global Compact

In January 2014, GSS signed up to the United Nations Global Compact, fulfilling all the requirements neces-
sary in order to renew its commitment in 2016.

Lo Que De Verdad Importa (LODVI) Foundation

In 2013, we signed our first ever agreement with the LODVI Foundation, whose purpose is to promote the
development and dissemination of universal human, ethical and moral values among the general public, by
staging congresses intended for young people, along with other cultural initiatives,

Associations and organizations

G4-16

CORPORATE LEVEL

» Fundacion Consejo Espafia - China

EUROPE

» European Steel Association (EURO-
FER)

SPAIN

» Confederacion Espafiola de Organi-
zaciones Empresariales del Metal
(CONFEMETAL)

» Unién de Empresas SiderUrgicas
(UNESID)

» Asociacion Espafiola de Contabilidad
y Administracion de Empresas

» AMCHAMSPAIN

» Asociacion Innovacion en Prevencion

» Rsociacién Espafiola para la Calidad
(REC)

Gonvarri Steel Services
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» (Casino de Madrid
» Instituto empresa familiar

GONVAUTO BARCELONA AND GONVARRI BARCELONA

» Foment del Treball

» Patronal multisectorial de Empresas Catalanas
(CECQT)

» ClUster de Rutomocion de Catalufia

» Unién Patronal MetalUrgica Associacid D'empre-
saris de Castellbisbal

» Unié de Magatzemistes de Ferros de Catalunya
i Balears

» Asociacion de Empresarios de Castellbisbal

» Unié Empresarial Metallurgica Consell dUsuaris
del Transport de Catalunya

» FERRODISA

» Cluster de Automocion de Valenciana- Asociacion
Valenciana de la Industria de Automavil (RVIA)

The company's aim is to promote and implement the 10 universally accepted principles in the fields of hu-
man rights, labour regulations, the environment and the business strategy of companies.

AESLEME (Association for the Study of Spine Injuries)

We have worked in collaboration with AESLEME since 2014, The association’s purpose is the prevention of
accidents and their consequences, social awareness raising as regards the problems faced by people after
an accident, and improvements to their quality of life, by offering them psychological and legal support.

» Asociacién Empresarios Camp de
Morvedre (ASECAM)

» Federacion del Metal de Valencia
(FEMEVAL)

» Unidn de almacenistas del hierro de
Espafia (UAHE)

GONVAUTO GALICIA

» Asociacidn de Industriales Metalurgi-
cos de Galicia (ASIME)

» ClUster del Automovil de Galicia
(CERGR)

GONVAUTO NAVARRA

» Asociacién de Empresarios del Metal
(RNEM)

» Asociacién de la Industria Navarra
(RIN)
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John XXIII Foundation for mental disability

We have since 2007 been collaborating with this foundation, which was set up to improve the quality of life
of adults with learning disabilities, helping to promote their social integration.

Its main actions focus on organising activities allowing them to learn to achieve self-development and form
relationships where they live, the management of an adapted occupational training centre, and job searches
for people with disability.

World Central Kitchen (WCK)

We have since 2013 been supporting the activities of World Central Kitchen WCK is a charity with the
mission of pursuing sustainable solutions to eliminate food insecurity and malnutrition through sustainable
food and local enrichment, focusing on regions suffering humanitarian disasters.

Spanish Alzheimer’s Foundation

We began our commitment to the Foundation in 2010, with the aim of providing information and guidance
for people suffering the symptoms of the condition, along with their family and loved ones, obtaining te-
chnical and health care support for those affected, promating research into the illness and undertaking all
manner of initiatives helping to develop the treatment available for degenerative brain conditions.

Seres

We began to collaborate with the Seres Foundation in 2010. Seres is an entirely private foundation the
purpose of which is to assist companies that play a more significant role in improving society. To this end,
it undertakes initiatives to encourage companies to help create value and play their role as key agents in
resolving social problems.

GONVARRI BURGOS

» Asociacién Espafiola para la Calidad
(REC)

» RAsociacién de empresarios propieta-
rios del Poligono Industrial Gamo-
nal-Villimar (ASPIGAVI)

» Asociacién Plan Estratégico Ciudad
de Burgos

» Fundacion Universidad de Burgos

» Federacién Empresarial del Metal
(FEMEBUR)

» Federacién de asociaciones empresa-
riales de Burgos (FAE)

HIASA/GONVAUTO ASTURIAS

» Federacion de Empresarios del Metal

y Afines del Principado de Asturias
(FEMETAL)

GONVARRI TARRAGONA
» Asociacion Provincial de Empresas del
Metal de Tarragona (APEMTA)

GONVARRI PORTUGAL
» Associacdo Nacional das Empresas Me-
taltrgicas e Eletromecanicas (ANEME)

GONVARRI COLOMBIA

» Asociacién Nacional de Industriales
de Colombia (ANDI)

» Instituto Nacional de Normalizacion
Técnica (ICONTEC)

GONVARRI GERMANY
» Initiative Erfurter Kreuz

STEELEALLOY
» Confederation of British Metal Forming

GONVARRI TURKEY

» TOD GALVADER

» KASIAD

GONVAUTO PUEBLA

» CANACINTRA (Camara Nacional de la
Industria de Transformacion)

» RIPTAC (Relaciones Industriales De
Puebla y Tlaxcala A.C)

GONVAUTO SOUTH CAROLINA

» HR Association Chamber of Commerce

Gonvarri Steel Services
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|dentified material

aspects and boundaries

Coverage
G4-17

he scope of the Report contains

the information and data corres-
ponding to the 2016 financial year
(running from 1 January to 31 De-
cember). Where reference is made
to information beyond this financial
year, it will be clearly indicated in the
corresponding section.

Compared with the previous finan-
cial year, we have not extended the
scope of the report. With regard to
the new factories under construc-
tion in China, qualitative information
and financial information are inclu-
ded. The remaining information will
be included next financial year.

Likewise excluded are the AMG
Seneca, MAG Resende (Brazil) and
GAIPL Pune facilities, as they are
managed by the corresponding
partners.

As for limitations on the information,
this is reported for those indicators
So requiring as “unavailable”

Gonvarri Steel Services
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Content, scope and principles
(4-18

he Sustainability Report and the Materiality Study have been drawn up in
accordance with principles established in the Guide for the generation of
sustainability reports produced by Global Reporting Initiative, in version G4.

For the definition of the content and scope, consideration was given to all Gon-
varri Steel Services activities,

The 2016 Materiality Study allowed us to identify the most significant as-
pects for our stakeholders. The second part of the Report provides extended
information on the material topics.

The Materiality Study, as well as the GSS “Drive” Management Model, will be
annually reviewed and adjusted and considered applicable during the period
2016-2018,

The Report has been drawn up in accordance with the “Principles” to determine
the content of the report established by GRI, as summarised below:

e Participation of stakeholders: over the course of this section, the
stakeholders are identified and the company’s response indicated.

e Sustainability context: the Report presents the performance of the
organisation within the broader sustainability context.

e [Materiality: the Report sets out and develops in Part 2 the mate-
rial aspects reflecting significant economic, environmental and social
effects.

e Comprehensiveness: the Report addresses the organisation’s perfor-
mance in all material aspects and their coverage.

Reformulations and significant

changes
G4-22 and G4-23

No significant changes occurred in comparison with the previous year. The
minor changes are indicated in the corresponding subsections.
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Scope and coverage of material aspects

(4-19,04-20,04-21 and G4-27

» Process of execution of the materiality study

A penTiFicATION ) B PRIORIZATION C vauDATION D Rreview

A Identification of relevant aspects

The internal and external context of the company was
analysed. For the external context, a benchmark ba-
sed on companies in the sector was in place, so as to
detect trends in terms of sustainability, along with the
section regarding “Automobiles and components” from
the document "Sustainability Topics for Sectors: What
do stakeholders want to know?" (GRI, 2013) which
takes into account the opinions of sectoral associations,
the third sector, international agencies and authorities,
major companies and analysts, along with the result of
the 2015 Materiality Study. No external feedback was
received on the Sustainability Report. The identification
was applied to 32 topics, and following this initial analy-
Sis, the 25 most relevant ones were selected.

B Prioritisation

These 25 topics were weighted on the basis of their
importance and impact on sustainability, by means of
an analysis that evaluated their importance through a
twofold focus, including the internal and external pers-
pective of the company. Prioritisation took into account
relevantinformation and the main stakeholders, as sum-
marised below:

Within the companu:
* Analysis of the content and objectives of Gonvarri
Steel Services in its Management Plan.

Importace for GSS

e Contractual commitments entered into by the com-
pany and internal management tools and policies

e |nternal prioritisation of the different issues conduc-
ted by Senior Management (heads of the main de-
partments, and CSR supervisors and managers at
each plant),

Outside the company:

* Evaluation survey of material topics for employees (on-
line and on paper), involving a significant percentage of
the workforce.

* (Most relevant topics for associations and companies in
the sector, in the main regions where it operates.

* Presence of the identified issues in the press.

e Analysis of information and requirements of the main
customers and suppliers as regards sustainability.

C Validation

The topics identified were ultimately reviewed and
approved by the CEO,

D Review

Furthermore, following publication of the Report appro-
priate mechanisms will be established in order to be
able to obtain feedback.

Following this process, 16 material issues were defi-
ned, as summarised below:

ECONOMIC DIMENSION

o Ethics, integrity, anticorruption
and regulatory compliance

e Risk management
9 Development and financial soundness

SOCIAL bIMENsIon

@ Talent attraction and retention
@ Communication

@ Health and safety at work
@ Human rights

9 Responsible supply chain @ Road safety

e Client management and satisfaction
G Technology and innovation

e Quality

@ Product: environmental
impact and security

ENVIRONMENTAL DIMENSION

@ Use of raw materials
and dangerous products

90% —
80% —
©
70% — o
(7] (5]

60% — PS ®e d'g@

® o "0
o | | | | |

50% 60% 70% 80% 90% 100%

Importance for the stackeholders

@ Climate change and CO,

The table on the next page details the material topics identified, and their impact for the stakeholders.

Gonvarri Steel Services
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MATERIAL ASPECTS

(G4-20, G4-21 AND G4-27)

GOVERNMENT-ETHICS

Ethics, integrity, anticorruption
and requlatory compliance

IMPORTANCE

Companies are currently required to comply with standards of ethics and integrity in their management. A failure to
do so involves exposure to significant risks as regards competitiveness, reputation and possible penalties.

Risk management

ECONOMIC MANAGEMENT

The companies are exposed to different tupes of risk (financial, environmental, reputational, etc)). It is particularly
significant to identify and manage these to ensure control, mitigation and appropriate response.

Development and financial
soundness

Maintaining a relevant position in the markets, with proven solvency, along with diversification in terms of products
and locations, as well as experience and know-how, all help towards financial soundness, growth and sustainable
development.

Responsible supply chain

The proper management of the supply chain, maintaining lasting and stable relationships with suppliers, promotes

quality and good performance on the part of the company. Meanwhile, customers increasingly demand compliance

with environmental, ethical, safety and human rights requirements throughout their supply chain, allowing the
economic development of the regions where operations are performed.

Client management and
satisfaction

ENVIRONMENTAL

Use of raw materials and
dangerous products

Customer satisfactionis akey factorin corporate survival, Elements such as quality, prompt delivery, communication
and the efficient handling of grievances help to develop and guarantee client satisfaction, by forging strong and
lasting relationships.

More efficient usage of resources provides both an ecological benefit, bu reducing the negative impact on the
environment, and at the same time an economic benefit, by reducing the costs associated with purchasing,
transportation, storage and management of waste, in the increasingly significant "Circular Economy’”.

Energy: consumption and efficiency

At companies, energy efficiency measures are undergoing substantial development given their benefits from both
the economic perspective (cost reduction), and in environmental terms (reduced emissions).

Climate change and CO2

PEOPLE AND EMPLOYMENT

Talent attraction and retention

Climate change is a fundamental aspect of the future, hence the growing need to establish strategies and
objectives that will help arrest global warming in all spheres, including the business world.

So as to maintain and improve their competitive position, companies need to attract new specialist talent and personnel,
allowing them to innovate and improve their operability, while they furthermore need to develop measures to maintain
teams and retain know-how. Talent attraction and retention are a strategic goal.

Communication

Internal and external communication is essential for the functioning of companies. The positive effects are clear: it
improves competitiveness and adaptation to change, increases the mativation of employees, and their commitment and
dedication to their tasks, generating an inclusive working climate.

Health and safety at work

Given their huge importance, occupational risks are a strategic aspect for companies. Addressing these challenges
requires: identification and mitigation of any possible risks that could arise, awareness-raising among all personnel, and
the strengthening of accident prevention and health promotion measures.

Human rights

LOCAL COMMUNITY

Respect for human rights is a risk factor various countries. Companies therefore use their human resource policies and
the demands they place on suppliers to play a decisive role in protecting human rights and improving working conditions.

Road safety

PRODUCT

Technology and innovation

Traffic accidents are one of the greatest causes of mortality. Travel by employees to their places of work or during working
hours therefore constitutes a potential risk that companies can help to mitigate through awareness-raising, education and
road safety plans.

There is growing demand for new products with enhanced characteristics that will comply with new legal and market
requirements. Innovation is a strategic tool in addressing this aspect.

Quality

Product quality is of critical importance, since it quarantees customer satisfaction and improves brand perception,
representing a significant competitive advantage.

Product: environmental impact
and security

The marketplace increasingly demands more efficient, safer and greener products. This aspect is therefore increasingly
important companies.

Gonvarri Steel Services
Sustainability Report 2016
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Which stakeholders consider this matter to be the important? RESPONSE

Management, Contractual Undertakings, Policies and Strategies Part 1 - General standard disclosures
Sector, Media, Employees, Clients and Suppliers. Part 2 - Economic Dimension

Management, Contractual Undertakings, Policies and Strategies Part 1 - General standard disclosures
Sector, Media, Employees, Clients and Suppliers. Part 2 - Economic Dimension

Management, Contractual Undertakings, Policies and Strategies ‘
) : Part 2 - Economic Dimension
Sector, Employees, Clients and Suppliers.

Management Part 1 - General standard disclosures

Sector, Media, Employees, Clients and Suppliers. Part 2- Economic Dimension

Management, Contractual Undertakings, Policies and Strategies o )
. . Part 2 - Economic Dimension
Sector, Employees, Clients and Suppliers.

Management, Contractual Undertakings, Policies and Strategies

Sector, Media, Employees, Clients and Suppliers. Port 2= Environmental Dimension

Management, Contractual Undertakings, Policies and Strategies

Sector, Media, Employees, Clients and Suppliers. Part 2 - Environmental Dimension

Management, Contractual Undertakings, Policies and Strategies

Sector, Media, Employees, Clients and Suppliers. Part 2 - Environmental Dimension

Management, Contractual Undertakings, Policies and Strategies o )
Part 2 - Social Dimension: People
Sector, Employees, Clients and Suppliers

Management, Contractual Undertakings, Policies and Strategies. o )
Part 2 - Social Dimension: People
Sector, Media, Employees

Management, Contractual Undertakings, Policies and Strategies.
) ) ) Part 2 - Social Dimension: Health&Safety
Sector, Media, Employees, Clients and Suppliers

Management, Contractual Undertakings, Policies and Strategies o )
) ) Part 2 - Social Dimension: People
Sector, Employees, Clients and Suppliers

Management, Contractual Undertakings, Policies and Strategies - ) ‘
} } } Part 2- Social Dimension: Society
Sector, Media, Employees, Clients and Suppliers

Management, Contractual Undertakings, Policies and Strategies
Part 2 - Economic Dimension
Sector, Media, Employees, Clients and Suppliers

Management, Contractual Undertakings, Policies and Strategies o )
) ) Part 2 - Economic Dimension
Sector, Employees, Clients and Suppliers

Management, Contractual Undertakings, Policies and Strategies. o )
‘ ‘ Part 2 - Economic Dimension
Sector, Employees, Clients and Suppliers

Gonvarri Steel Services
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Stakeholders

engagement

Collaboration between stakeholders

and the company
(4-24,04-25 and G4-26

he identification and selection of the company's stakeholders was performed by means of an internal

reflection process at the Sustainability Department, supervised by the directorial team, identifying as stake-
holders all groups and organisations that could influence or be influenced by the company to a significant degree.
The process began with the first Sustainability Report in the year 2013, and is reviewed annually,

At Gonvarri, our relationship with our stakeholders takes into account two aspects: from the perspective of social
responsibility, responding to their expectations and needs, and from the perspective of reputation, managing stake-
holders’ perceptions of the companu.

As aresult, for each stakeholder group identified, specific mechanisms are established to facilitate active dialogue,
allowing us to respond more swiftly and efficiently to trends and needs, as summarised below:

» The General Managers of each area pe- » Satisfaction surveys and global wor- » (Catalogues and stands at trade fairs.
el gt o e R0 kmg dlialts » "B2B Platforms" of certain clients, as a
» Each quarter, the company's most signi- » Corporate intranet (Leading The Chan- tool for communication with their su-
ficant results and aspects are included ge) with daily news about the company ppliers.
on the order of business of the Board of and discussion forums. . .
Directors, » Annual satisfaction survey,

» Interdepartmental meetings with ma-
nagement at each operational site.

» Works Committee and Health and
Uppli i
» Annual supplier evaluation surveys.
» Periodic “delivery planning and comp-
laints management” meetings.
» Visits to their facilities so as to plan im-
provement actions.

» Regular visits and meetings with clients.

» » All relevant international and national
Local Communities news ftems regarding the sector and

and Authorities Gonvarri are compiled and analysed
daily,

» Relationships with local authorities,
sectoral associations and other organi-

sations are typically organised by Ma- » Nine social media channels and a

» Press releases,

nagement at each plant. website.

» [Neeting with third-sector organisations
supported at the global level by the
company.

Gonvarri Steel Services
Sustainability Report 2016
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In this section we emphasise internal communication, conducted through our “Leading the Change” intranet, the wor-
king parties, blogs and visits; and within the context of external communication, the substantial increase in activity via our
social media channels.

The main results are highlighted below:

v" Increase in visits to the GSS website of around 35%, and an increase of
around 19% in page views, compared with the previous year.

Gonvarri Steel Services website

Number of visits to Gonvarri Steel Services website 98,251 149,652
Number of pages visited 277050 340,078
% of new visitors to the website 768 525
Number of web users 76,585 79917

v" Increase in visits to the LtC intranet of around 33%, and an increase of
around 8.6% in page views, compared with the previous year.

Intranet Leading the Change

Number of visits to LtC intranet 1,010 1517

Number of pages visited 681,972 746,129

v Increase in visits and followers on social media channels such as Twitter, with an increase in
followers of around 23%, and around 26% on LinkedIn, compared with the previous year.

Gonvarri Steel Services’ Social Media 2015 2016
Number of Twitter followers 917 1,183
Number of profiles' s visits 8,719 11242
Number of Linkedin followers 4390 5953
Number of visitors to Linkedin 3613 5570

The key issues arising as a result of the participation of stakeholders are developed on in indicators G4-18 to G4-
21,andin G4-27,and also in Part 2 of the Report.

Gonvarri Steel Services
Sustainability Report 2016
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Report profile

Period covered
by the report

G4-28

Period from 1 January 2016 to 31
December 2016.

Date of the previous

report
G4-29

Sustainability Report for the 2015
financial year.

Report presentation
Cycle

G4-30

Annual.

Contact

G4-31

For general issues regarding this
report, information is available at:

@ rsc@gonvarri.com

;

o

o ke

" 434913791900

ﬁ % Street Ombu 3, planta 6
n I]]] 28045 Madrid. Spain
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GRI conformity and external verification
G4-32 and G4-33

he Sustainability Report is drawn up “in conformity” with the GRI 4 Guide, Comprehensive option. The GRI
Table of Contents can be found in Annex.

Gonvarri Steel Services has for the fourth year running conducted external and independent verification through the
company PwC. Meanwhile, the Report on the Individual Annual Accounts and the Consolidated Report are audited
by PwC. The external verification report is included in Annex.

Gonvarri Steel Services
Sustainability Report 2016



Governance
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Structure of governance
G4-34

he governing bodies of the company are the General Shareholders'

Meeting and Board of Directors, the highest body of governance, su-
pervision, decision-making and control of Gonvarri. The Articles of Asso-
ciation of Gonvarri set out the functioning of the Board of Directors, the
requirements and the deadlines established for the calling of the General
Shareholders’ Meeting.

They likewise establish various methods for the organisation of adminis-
tration, vesting in the General Shareholders' Meeting the entitlement to opt
for any of them, without the need for a modification to the Articles. Any
resolution to modify the mode of organisation of the executive manage-
ment of the company, whether or not this comprises a modification to the
articles of association, will be recorded in a public deed and registered with
the Companies Register.

At 31 December 2016, the Board of Directors of the Company comprised:

President
Mr. Juan Maria Riberas Mera

Vice president
Mr. Vijoy Krishna Goyal

Secretary
Mr. Francisco José Riberas Mera
Board Members

Mr. Alain Le Grix de la Salle

Mr. Jose Manuel Arias Garcia

Mr. Jesus Calvo Moreira

Acek Desarrollo y Gestion Industrial, S.L.
Gonvauto S.A.

Agricola La Vegquillg, S.A.

The company ACEK DESARROLLO Y GESTION INDUSTRIAL, SL. represen-
ted by Mr Juan Maria Riberas Mera held the position of Managing Director
at 31 December 2016, vested with each and every one of the powers at-
tributed to the Board itself, except those that according to the Law or the
Articles of Association may not be delegated.



Delegation of the highest

body of governance
G4-35

he Board of Directors reaches relevant decisions at its plenary ses-

sions, and where relevant, delegates execution of the decisions.
Meanuwhile, the Board of Directors may agree special powers of attor-
ney to be vested in company employees to address individual aspects
of operations previously approved by the body.

Economic, environmental
and social responsibilities

G4-36

he responsibilities of the Managing Director include the approval of

and commitment to comply with the Code of Ethics and Conduct, and
the Sustainability Policy. The Managing Director may likewise expressly
vest powers of attorney in company employees to perform one-off as-
pects in those operations previously approved by said bodu.

The members of the Governing Body will perform their duties with the
diligence of a responsible business owner and loyal representative, and
must maintain secrecy as to confidential information, even after leaving
their posts.

GSS furthermore integrates economic, social and environmental respon-
sibilities at the various departments, the heads of which refer any deci-
sions to be taken to the Managing Director and, where appropriate, the
Board of Directors.
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Processes for
consultation
between
stakeholders
and the
senior body of

governance
G4-37

he various departments organi-

se the mechanisms for the ex-
change of information between
the Board of Directors and the di-
fferent stakeholders.

Emphasis should furthermore be
placed on the biannual meetings at
which the Managing Director (CEO)
meets up with all central office em-
ployees to address their queries di-
rectly,

Gonvarri Steel Services
Sustainability Report 2016



Composition of
the senior body
of governance
and its

committees
G4-38

he members of the Board of Di-

rectors are involved in the dis-
cussion and adoption of decisions
regarding economic, social and en-
vironmental matters, and are res-
ponsible for approving the Code of
Ethics and the Sustainability Policy.
Indicator G4-34 summarises the
composition of the Board of Direc-
tors.

GSS is a non-listed company, the
members of the Board of Directors
representing all the shareholders
and there are no representatives of
other stakeholders.

Gonvarri Steel Services
Sustainability Report 2016

Executive function of the President
Processes of appointment and selection to

the senior body of governance
G4-39 and G4-40

he President of GSS does not hold an executive position. Powers for

the appointment of Directors lie solely with the General Shareholders'
Meeting, which represents the interests of all the company's shareholders
(see G4-34).

Shareholder status is not required in order to be appointed as a Director, and
the position may be held by both natural and legal persons. Similarly, the
Articles of Association establish the conditions prohibiting the performance
of said functions,

The Management Body appointed shall perform its functions for an unlimi-
ted period, notwithstanding the powers of the General Meeting of Share-
holders to proceed at any time to exclude and/or dismiss individuals, pur-
suant to the terms of the Act and these Articles of Association.

GSS is a non-listed company, at which the members of the Board of Direc-
tors are appointed by the company shareholders, and so consideration is
not given to other aspects regarding diversity, minorities, etc.



Conflict

of interest
G4-41

hareholders may not exercise

the voting rights corresponding
to their stakes if they are subject to
any case of conflict of interest as
established in Article 190 of Royal
Legislative Decree 1/2010, of 2
July 2010, approving the Consoli-
dated Text of the Capital Compa-
nies Act,

On a supplementary basis, the pos-
sibility that different local cultures
and customs could condition the un-
derstanding of certain subsections
of the Code of Ethics and Conduct
has been detected (including con-
flicts of interest). In order to avoid
conflicts in the interpretation and
application of the Code, the "Guide
governing behaviour in the event of
the offering of incentives, gifts or
invites" has been drawn up, setting
out a more detailed and practical
operational framework. The distri-
bution of these quides is performed
via the corporate university, and
they are available in English and
Spanish.

Communication with other stake-
holders is conducted directly via the
various company departments.
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Functions and knowledge of the
body of governance regarding
sustainability

G4-42 and 04-43

U_J e have in place, through the parent company, a global corporate
culture that has maintained the same values and principles since
the outset, while adapting to the local needs in each country, current
market conditions and the demands of our stakeholders.

Furthermore, the functions of the Board of Directors include the approval
of and commitment to comply with the standards of the Code of Ethics
and Conduct, including the Corporate Principles governing the company,
and covering economic, environmental and social aspects and the Sus-
tainability Policy.

The members of the Board are kept permanently informed as to econo-
mic, social and environmental issues, via the various internal communi-
cation mechanisms, such as: periodic meetings with the directors of the
different areas, generation and approval of the Sustainability Report, and
the various actions and initiatives of the company, together with such
communication mechanisms as the Leading the Change Intranet.

Gonvarri Steel Services
Sustainability Report 2016



Performance of
the senior body

of governance
G4-44

he performance of the Board
of Directors is not evaluated,
as the members are, through their
stakes, the owners the company,
and represent all the shareholders.

In accordance with the applicable
legislation, the Board of Directors
meets during the first quarter to
drow up the annual accounts for the
previous financial year. In addition to
this meeting, the body meets in ac-
cordance with operational, business
and project approval needs.

At the General Shareholders' Mee-
ting, corporate resolutions are pas-
sed by a majority of the votes validly
cast, provided that they represent at
least a third the votes corresponding
to the shares into which the capital
stock is divided, with blank votes not
been calculated.

There have been no changes to the
members or organisational practi-
ces.

Gonvarri Steel Services
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Functions of the senior body of

governance in risk management
(4-45,G4-46 and G4-47

’:or the development and execution of new projects a detailed
study is conducted, to evaluate and analyse all quantitative and
qualitative aspects of the project, along with the potential risks, with
the various departments of the company and the Management Com-
mittee making their contributions, prior to presentation before the
Board of Directors.

In the initial project definition and analysis phase, information is gathe-
red as to potential clients, the potential turnover associated with each
of them, costs and associated investments, and the inherent country
aspects (regulatory, repatriation of capital, etc.). Following analysis of
these aspects in depth, a decision is taken as to whether to refer the
project to be Board so as to move onto the next phase, or to suspend
the process.

Where necessary, the Managing Director and the various company de-
partments provide the Board of Directors with periodic information. The
Board of Directors has responsibility for approving the development of
new plants and the measures established to mitigate any kind of risk.

The project, if it is continued, is tied to aspects prior to the implementa-
tion and financing of projects. Firstly, the issues connected with the engi-
neering and construction project are set in motion for manufacturing set-
up, along with the processing and issuance of all permits, licences and
authorisations that will allow the plant to be constructed. Meanwhile,
the purchasing of the productive assets and required machinery begins.

Subsequently, the company commissioned to perform the construction
is selected and assigned. In parallel, the personnel required to operate
the plant are selected.

Once the plant is built and the required machinery installed, the start-
up teams are launched. These are experienced teams from other group
plants who, together with the locally hired teams, are responsible for the
start-up and fine-tuning of the production assets, along with the training
of the local operatives during periods that normally range between 3 6
months,

All these actions and the possible risks derived from them are conti-
nuously analysed by GSS's management and teams, serving to detect
risks and to implement the required corrective measures in a swift and
agile manner.



Review and approval of
the Sustainability Report

G4-48

Sustoinobilitg Report organisation is coordinated by
the sustainability team, including the Corporate
Communication, Marketing and Sustainability Depart-
ment. The function is transversal within the organisa-
tion, and so covers all the different companies of the
Group.

The Report and the materiality analysis are produced
annually by this team, in collaboration with the different
areas and departments involved at the company. Once
the report has been authored, it undergoes a supervi-
sion and review process on the part of the managers of
the different areas and the Communication Department,
before finally being approved by the CEO.

Furthermore, in order to guarantee the reliability of the
information, the Report is externally verified by an in-
dependent body,
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Communication with
the senior body of
governance

G4-49

he General Meeting of Shareholders will be called

by the Directors and, where applicable, the Liqui-
dators of the Companuy. It will be called within the first
six months of each financial year in order to scrutinise
corporate management, approve the accounts for the
previous financial year, if so decided, and rule as to the
application of the result.

The directors will likewise call a General Meeting whe-
never deemed necessary or desirable, and in all cases
when so requested by one or more shareholders repre-
senting at least five percent of the capital stock.

Those responsible for the various managerial depart-
ments maintain permanent and fluid communication
with the company'’s Managing Director. Any major con-
cern is passed on immediately by the managers of the
various areas to the Managing Director, who will, if ne-
cessary, immediately refer it to the Board of Directors.

Meanwhile, periodic meetings are staged, attended by
all corporate professionals. These meetings are two-
way, with the CEO informing all personnel of relevant
aspects connected with the management and situation
of the company, and in turn receiving feedback from the
professionals as to these issues and other aspects of
interest.

Gonvarri Steel Services
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Nature and number of issues raised

at the Board of Directors

G4-50

f management and representation of the company is
entrusted to a Board of Directors, the guidelines esta-
blished in this regard will be followed.

It will meet at least Four times per year, and whenever
deemed appropriate by the Chairman or Vice-Chairman.
Notification of meetings will at all times be served in
writing and in person on each Director, with a minimum
of five days’ notice being given prior to the date of the
meeting.

The Board of Directors may appoint from amongst its
members an Executive Committee and one or more (Ma-
naging Directors, determining who will hold these posts
and the tasks entrusted. Said individuals may be assig-

Gonvarri Steel Services
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ned, in whole or in part, on a temporary or permanent
basis, all powers that may be delegated by law.

Al discussions and resolutions of the Board will be re-
corded in a Register of Minutes, with the minutes being
signed by the Chairman and the Secretary, or, where
relevant, by the Vice-Chairman and the Vice-Secretary.

With regards to the most relevant topics addressed,
the annual accounts for the previous financial year were
formulated, and monitoring performed at all meetings
with regard to projects, investments, economic fore-
casts, sales and market situation, along with the most
significant matters considered by each department.



Remuneration of the Board
of Directors

G4-51, G4-52 and (4-53

Remunerotion of the Board of Directors will comprise a fixed allotment
in cash, to be decided at the General Meeting held at any time prior
to conclusion of the financial year. This will be compatible with all other
professional or occupational earnings to which directors might be entitled
as a result of any executive or consultative functions performed at the
company, with the corresponding payment rules being established

In the event that the governing body takes the form of a Board of Directors,
it will determine the amount to be received by each of the members, in ac-
cordance with their dedication to the management of the company. If the
governing body takes some other form, then the General Meeting will deci-
de, in accordance with these parameters, whether the remuneration paid to
each director will be the same or will vary.

For the calculation of remuneration there is no consideration of or consulta-
tion with stakeholder groups.
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Remuneration
and increase in
remuneration

G4-54 and G4-55

|ndicotors G4-54 and G4-55 are
not reported on this financial year,
We do not have a uniform metho-
dology to obtain a result that would
comply with the requirements of
the indicator, and in some cases the
information is deemed confidential.

Gonvarri Steel Services
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Ethics and inteqrity

Values, principles, code of ethics and whistleblowing

mechanisms
G4-56, G4-57 and G4-58

G onvarri Steel Services strives to grow as a sound and responsible company, through sustainable action in
all countries where it has a presence, while also expanding its activities in all countries where appropriate

conditions are met.

Qur global corporate culture preserves the same values
of Honesty, Humility, Tenacity and Work, and the prin-
ciples that have since the outset acted as the guaran-
tor of these objectives, adapting to local needs in each
country, current market conditions and the demands of
stakeholders. Alongside this, sustainability has become
another key element at the company, since sustainable
development is believed to be the best way to achieve
its Mission and the expectations of its stakeholders. The
formally established Policies and guides are summarised
below:

The Sustainability Policy, approved by the Board of
Directors in early 2016, for the purpose of underpinning
the main commitments in every country where we ope-
rate.

The Code of Ethics and Conduct, approved by the
Board of Directors in January 2014, as the reference
point for all decisions taken by all its members.

Harassment Prevention Guide and Protocol, inclu-
ding measures for prevention and reporting of possible
situations of harassment, with the basic aspects for
mandatory compliance in order to be able to act honest-

lows, standards and regulations governing bribery and
corruption in every country where we operate, such
practices being deemed illegal throughout the world.

The Ethics Committee, as the internal consultative
body responsible for promoting the company's values
and conduct, along with the monitoring, communica-
tion, dissemination and oversight of the Code of Ethics,
processing and support in the resolution of queries, and
the response to any possible incidents or grievances
that might arise, via the three available whistleblowing
channels: by email, telephone or post.

During 2016, the company did not receive notification
of any grievance of any third party
(G4-LA1B), nor any regarding

discrimination or other
human  rights  (G4- V ’
) alved

Honesty, Humility,

The "Economic Di- .
Tenacity and Work

mension”  chapter
develops on these
issues in depth.

Princ/iplag

Clients, People, Leadership
and Sustainability

ly and responsibly in all the countries where we operate.

Rules of Behaviour in respect of Incentives, Gifts or
Invitations, gifts or invitations, so as to comply with all

Gonvarri Steel Services
Sustainability Report 2016
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» Gonvarri Steel Services Sustainability Policy

DMA

Gonvarri Steel Services (GSS) aims to be the leading com-
pany in the flat steel transformation markets, in a profi-
table and sustainable way, and at the forefront in imple-
menting new technologies. It works to grow as a solid
and responsible company, aligned with its stakeholders'
objectives and expectations and in compliance with the
highest quality, environmental and safety standards.

GSS Mission is to improve the Performance of our Cus-
tomers providing Innovative and Sustainable Metal So-
lutions based on a World Wide highly Collaborative Or-

Gonvarri Steel Services is aware that its actions have a
direct impact on the environment, thus Sustainability is
positioned as a key element, as it is reflected on its cor-
porate culture and on the development of mechanisms
able to create value for all its stakeholders.

Furthermore, it strongly supports the compliance with
the ten principles of the United Nations Global Compact.

This Policy aims to establish a global framework for GSS
Industries in order to reinforce the actions, initiatives and
behaviors in all the countries in which it operates, as it is

ganization.

 (Contribute to the creation of long-
term value for saciety, customers,
suppliers, employees and commu-
nities in which it operates, as well
as for any other stakeholder parti-
cularly relevant to the Companu.

e Promote Corporate Governance
best practices, prioritizing transpa-
rency, risk management and fight
against corruption, through the
Ethics Code dissemination and the
management and denunciation
channels hold by the Ethics Com-
mittee,

e Comply with applicable local le-
gislation adopting, where needed,
additional commitments and stan-
dards recognized to act with inte-
grity in all countries.

¢ Protect, respect and promote the
human rights in all its activities and
anywhere in the world, as well as
to establish, where circumstances
warrant it, mechanisms strengthe-
ning this commitment and ensu-
ring compliance.

summarized in the following commitments:

e (Tlaintain a smooth communication
with stakeholders being able to
listen and to respond to their ex-
pectations through the available
channels.

e Achieve excellence through in-
novation and continuous impro-
vement in its processes and pro-
ducts, maintaining high quality
and safety standards, minimizing
its environmental impact, reducing
greenhouse gas emissions and im-
proving its contribution to Society.

e (Collaborate with its clients to
adapt our products to their needs,
always offering a quality service.

e Work closely with its suppliers,
promoting ethics and respect for
human rights in the supply chain.

e Promote the health and safety
care of all professionals working
directly or indirectly in its facilities,
and contribute to the improvement
of their quality of life.

e Develop measures for promotion
and retention of talent, framed by

favorable labor relations based on
equal opportunities, remuneration
based on responsibilities and per-
sonal and professional develop-
ment support through training and
employment generation.

e Take partin social action initiatives
and projects aligned with its busi-
ness and corporate culture to con-
tribute effectively to the welfare
of Societu.

This Policy must be dynamic and
adapted to the changing situations
of the environment and the markets
where GSS operates. Thus, the Sus-
tainability Master Plan is periodically
elaborated, reviewed and updated
and the different improvement ob-
jectives are gathered in its different
action axis.

Gonvarri Steel Services is commit-
ted to offer transparent, reliable and
accurate information about its per-
formance through its Sustainability
Report, as well as any other channel
deemed suitable to fulfill this com-
mitment.

Gonvarri Steel Services
Sustainability Report 2016
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MATERIAL ISSUES CconTenT

Development and financial
soundness

Ethics, anti-corruption,
integrity and compliance
Risk management

Technology and innovation
Quality Product

Responsible supply chain

Management and clients
satisfaction
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Economic Dimension

Development and financial soundness
» Current context
» Development and growth
» Balance sheet: 2016 results

Ethics, anti-corruption and risk management
» Ethical code and complaint channels
» Anti-corruption and anti-harassment mechanisms
» Project funding
» Risk management

Products and processes: technology,
quality and innovation

» Our product and quality

» Process efficiency

» Technology and innovation

Supply chain
» Purchasing management
» Relationship with suppliers and subcontractors
» Expenditure on local suppliers

Client
» (lient monogement
» Initiatives and customer satisfaction

Development
and financial

soundness
DMA

» Current context

Following the economic crisis of
recent years, in 2016 an upturn in
activity was noted, although ins-
tability continues on the financial
markets. This is the case in Euro-
pe, affected by various factors,
including the Brexit result and the
uncertainty of the future nego-
tiations, the substantial increase
in opinions adopting a nationalist
and Eurosceptic position, and on-
going attacks by ISIS. In the USA,
the change of government and
new policies, in particular as re-
gards tax trade, along with the
situation in Chinag, where growth
is lower. All of which results in a
global outlook with a degree of
uncertainty.



Meanwhile, there are numerous
factors that have helped improve
our results, including in particular:
the upturn in commodities pri-
ces (mainly energy and metals),
the establishment of new an-
ti-dumping policies and the mo-
derate reduction in output capa-
city in China.

Meanwhile, there was an increase
in demand for steel in Europe in
2016 of around 1.9% compared
with the previous year, mainly in
the automotive sector. It should be
emphasised that the automotive
sector has registered a slight ex-
pansion worldwide, mainly becau-
se of the growth in Ching, and to
a lesser extent Europe and MNorth
America.

The European Commission propo-
sed measures in March to preserve
jobs and sustainable growth in the
steelindustry, with short-term me-
asures to combat unfair commer-
cial practices, while in the longer
term aiming to guarantee lasting
competitiveness and sustainabili-
ty, so as to address the causes of
excessive global capacity, through
technology, competitiveness, mo-
dernisation and specific policies in
fields such as competition, energy,
emissions rights trading and the
circular economy.
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Development and growth

n 2016, GSS continued its growth by diversifying worldwide. It currently has
35 steel transformation centres, and has a presence in 16 countries.

The investments made during the financial year reveal a total of 75,389
thousand euros, which will help underpin our global presence, further ex-
panding the product portfolio.

Of particular note are the investment in Gonvvama, where the first four
factories have been opened in Loudi (Centre), while work is being comple-
ted on the plants in Shenyang (MNorth-east) and Changshu (East) and the
Chongqing (West) facility is at the earthmoving stage. All of them will be
working with new AHSS and VHSS steels,

In Central Europe, we have expanded the Gonvauto Poland plant, with
construction of the new building having been completed, along with the
installation of the new tilting line; we have increased output at Gonvauto
Thoringen with two new presses, providing greater versatility by adding
exposed and aluminium silhouette cutting solutions to our portfolio; and
we have also concentrated 3D laser cutting operations at Laser Automoti-
ve Brandenburg, while expanding our lines at Gonvarri Czech.

Steel & Alloy has plans to expand its operations at a new site in Oldbury
(UK) and to ramp up production by means of a new hot stamp blanking
press and a cutting line.

In Spain, the start-up of the new hot stamping press at the Gonvarri Burgos
factory has been successfully completed,

Meanwhile, we have strengthened the management of the Gonvarri Tur-
key and Gonvarri Colombia plants, and implemented a strong adjustment
plan at AMG Brazil.

Below we set out the distribution of investments at the various divisions:

Metal
Structures

GSS
Corporate

Central
Europe

Iberia
Gonvauto

Western

Asia NAFTA LATAM

Europe

15890 8353 1,723 21,400 14,626 9377 3194 826

Gonvarri Steel Services
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Balance sheet:
2016 results

G4-EC1 and G4-EC4

Gonvarri Steel Services conti-
nues to progress towards the
goal of increasing its international
presence in creating value in the
communities where it takes root.
This is possible thanks to a positi-
ve balance sheet and appropriate
financing.

Given the current economic cycle
in the sector, after several years
of tension in terms of sales and
margins, steel registered a very
significant upturn as a result
of an increase in the price of the
main raw materials, above all iron
ore and coke, as well as the eli-
mination of some overcapacity
installed in Ching, and also the
anti-dumping measures imposed
by the EU, Mexico and Canada
on Chinese and Russian steel.

At the close of the financial year
our EBITDA stood at 155,001
thousand euros, with a net
consolidated result of 94,367
thousand euros, representing a
net improvement of 10% com-
pared with the previous financial
year.

Results are nonetheless une-
ven across the different regions,
with a particularly positive in-
crease of 37% (€20 M) in Wes-
tern Europe, 42% (€5 M) from
Metal Structures, and 16% (€3
M) in LatAm, while the result in
the NAFTA region declined by
75% (€-6 M).

Gonvarri Steel Services
Sustainability Report 2016

Below are summarised the key consolidated economic figures of GSS:

Economic Value Generated (EVG) with a total of 2,375,442 thou-
sand euros, distributed as follows:

ECONOMIC VALUE CREATED

(THOUSAND €) Al
Turnover 2,305,544 2,345,426
Financial income 6,609 4,158
Other revenue 28,294 25858

TOTAL EVC

2,340,847

2,375,442

Economic Value Distributed (VED) with a total of 2,371,338 thou-
sand euros, distributed as follows:

ECONOMIC VALUE DISTRIBUTED

(THOUSAND €) O o8
Payment to capital providers 2075421 2,087,869
Taxes 33,778 75,038
Personnel Costs 25,508 48118
Operational costs 42,419 58,237
CAPEX 94,528 101173
Investments in the Community 716 903
TOTAL EVD 2,272,370 2,371,338

*Itis included the material purchase and auxiliary services.

The Economic Value Retained (VER) with a total of 4,104 thousand euros



Those municipalities or regions
where Gonvarri has a presence
received a total of 58,329 thou-
sand euros by way of business
rates, charges and taxes, helping
to improve the quality of life and
services of the local population.
The distribution by country is sum-
marised in the enclosed table;

TAXES BY THOUSAND OF

COUNTRY EUROS
Germany 799

Argentina 4,143
Brazil 2,741
Colombia 1191
Spain 34,904
USA 1,105
Mexico 1,584
Poland 3,030
Portugal 2191
UK. 3403
(zech Republic 1,594
Russia 272

Turkey 1,047
Others 325

TOTAL 58,329
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Meanwhile, the company received economic grants and subsidies
equivalent to an amount of 1,919 thousand euros, corresponding in
the main to Hiasa (4.3%), Arizona (17.9%), Gonvarri Aluminium (56.3%)
and Laser Brandenburg (21.5%) (G4-EC4).

As for other accounting obligations, the companies that make up the
GSS Group are, in the main, required to draw up annual audit reports on
their individual annual accounts given the total volume of their assets,
their turnover and their average number of employees.

Following approval by the corresponding body, these reports are filed in
due time and form at the Companies Register for each of the financial ac-
counting years with legalisation of official records and the filing of annual
accounts. In addition, the Group companies have no outstanding Social
Security or taxation payments,

Lastly, as set out in the Code of Ethics and Conduct, GSS does not provi-
de any economic support to Governments.

Gonvarri Steel Services
Sustainability Report 2016



Ethics, anti-corruption and risk management

DMA

» Ethical code and complaint channels
(4-S04 ond G4-S05

In the current climate, tvhe company is expected to be an ethical stan-
dard-bearer in all its decisions by all its members, and as a result in 2014
the Board of Directors approved the Gonvarri Steel Services Code of
Ethics and Conduct. The Code was translated into all the local languages
to ensureit is properly understood by employees in the different countries.
It is likewise available on the website in the online English and Spanish
versions,

Following the entry into force of the Code of Ethics, on 20 January 2014,
the company proceeded to deliver training in this regard to 100% of the
workforce. We likewise have in place a mandatory training plan for all
newly recruited employees (the "Welcome Pack”), which includes, among
other aspects, training as regards the Code of Ethics and the reference
guides setting out anti-corruption practices.

In 2016, training in the Code of Ethics and Conduct (G4-504) was delive-
red to 199 employees (191 in-person, 8 online), distributed across Brazil
(30%), Colombia (12 %), Spain (4%), USA (22%), Mexico (14%), Polond
(6%) and the Czech Republic (12%). Meanwhile, in the USA 11 executives
received training in the Code of Ethics and Conduct, comprising a total of
64 hours of instruction.

As regards training and familiarity among the governing bodies as to policies
ond procedures in the sphere of ethics, anti-corruption and sustainability,
they are responsible for formally approving the Code of Ethics and Conduct,
which sets out anti-corruption practices, and also the Sustainability Policy
and those quides affecting the organisation in this sphere. (G4-504)

The Code of Ethics establishes the guidelines and channels for whistle-
blowing to be employed in the event of any conduct that could represent
a violation of the legal standards or of the company’s principles. The avai-
loble whistleblowing channels are: by email, by telephone, or in writing, by
using the whistleblower form. All matters are analysed, managed and re-
solved by the Ethics Committee. In 2016, the Ethics Committee received
two grievances. (G4-S05),

» Project funding
G4-HR1

In 2016 the projects developed and financed at
Gonvarri Steel Services did not require any clau-
se or undertaking as regards human rights and
anti-corruption practices.

We support
Global Compact

Gonvarri Steel Services
Sustainability Report 2016

» Anti-corruption and
anti-harassment
mechanisms
G4-S04

Issues connected with corruption,
transparency, good governance and
conflict of interest are of concern to
all stakeholders. As a result, the fight
against corruption forms a part of its
principles, and is based on “zero tole-
rance” with regard to this type of mal-
practice.

In 2014 the "Guide to behaviour in
response to the offering of incenti-
ves, gifts or invites” was developed
with the aim of guiding company em-
ployees in the event of possible con-
flicts that could emerge in their profes-
sional operations.

Gonvarri believes that personal dignity
and inherent and inviolable personal
rights, the free development of perso-
nality, equal treatment, non-discrimi-
nation and physical and moral integrity
are fundamental rights, irrespective of
the country and culture within which it
operates.

However, harassment and violence
are an issue that could affect us. To
inform staff and minimise this type of
behaviour, in 2014 the "Harassment
Prevention Guide and Response
Protocol” was published.

It should lastly be emphasised that
Gonvarri Steel Services is a signa-
tory to the UN Global Compact, and
is therefore committed to promoting
and implementing the 10 universa-
lly accepted principles in the fields of
human rights, employment standards,
the environment and anti-corruption,
and we comply with all requirements
necessary in order to renew this com-
mitment in 2016.



» Risk management
(G4-S03,G4-EN34, G4-LALG,
(G4-HR12,G4-S07,G4-PRS,
(G4-S08 and G4-ENZ9

Qver recent years we have registered
substantial growth, giving us a pre-
sence in various countries, This means
that the company is exposed to new
potential risks, both because of their
considerable scale, and the cultural,
operational and legal differences be-
tween the different countries.

This revealed the need to reinforce
the mechanisms for monitoring, con-
trol and auditing. In 2016 the “Inter-
nal Audit” area was formally created,
along with the commencement of @
project focused on developing the
new "Compliance Model" and a "Risk
Map’, with the aim of improving the
mechanisms for monitoring, measu-
ring and controlling risk. Completion
and implementation in Spain is expec-
ted to be fully operational in 2017, in
order subsequently to be rolled out to
the remaining countries (G4-S03).

All risk information is summarised un-
der the indicator "G4-2 Main effects,
risks and opportunities”,

In 2016, no significant fines or claims
were received with regard to social,
environmental, working practice and/
or human rights aspects in excess of
€100,000, nor any that given their
nature would have a particular impact
on the company. Likewise, no claims
or penalties were received with regard
to aspects connected with unfair com-
petition practices, monopolistic practi-
ces or leakage of customer data (G4-
ENZS, G4-EN34, G4-LA16, G4-HR1?,
(4-S07 and G4-PR8). The number of
penalties, and fines as a result of brea-
ches in 2016, were insignificant (G4-
S08),
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Products and processes:

technology, quality and innovation
DMA, G4-PR1, G4-PRZ, G4-PR3, (G4-PR4, G4-PR6, G4-PR7/ and G4-PR8

» Our product and quality

Gonvarri Steel Services manufactures various products grouped into three
business lines; Automotive, Industry and Metal Structures (see indicator
G4-4). For all of them the main raw material is steel, and to a lesser ex-
tent (and solely for the automotive sector), aluminium. As regards sales,
the Automotive division is of particular importance. The enclosed graphic
indicates distribution in accordance with the turnover of each business line;

Metal

Industry Structures

25% 6%
Road
Steel
1%
Mecano and
Almaceno

Quality is a key aspect in our products, and as a result all our plants have
in place a specific quality management system certified in accordance with
standard I1SO 9001, while all our facilities providing an automotive service
also hold certification under standard ISO-TS 16949,

As regards product labelling (steel and aluminium formats), our obligations
focus on being in a position to provide the data required for proper traceabi-
lity and correct definition of characteristics (thickness, coating, etc.).

In any event, given their characteristics our products do not entail any che-
mical or environmental risk (G4-PR3). Likewise, no incidents were registe-
red with regard to health and safety as a result of the impact of products
and services (G4-PR2), nor any incidents derived from information and la-
belling (G4-PR4), nor as a result of the sale or marketing of prohibited or
legally disputed products (G4-PRE), nor breaches resulting from marketing
regulations (G4-PR7), nor any breaches connected with the supply and
usage of products (G4-PRS).

Our parts and profiles are an intermediate part of the end product, affecting
both logistics (distribution), and packaging. The packaging employed is of
little relevance, since for both incoming and outgoing dispatch of the ma-
terials, steel banding is used to secure the various parts (L00% recyclable),
while wooden pallets are used to position them, most of which are retur-
ned, while any that suffer breakage are recycled.

Gonvarri Steel Services
Sustainability Report 2016
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Steel



» Process efficiency: Gonvarri
Production System (SPG)

Risk and
Opportunities
Management

One of the fundamental tools for internal communication at Gonvarri is the
Gonvarri Production System (or 'SPG’).

Continuous
improvement

Established in 2008 as a development of the TPS (Toyota Production Sys-
tem), the SPG is not simply a suite of tools or structured method to achieve
our objectives, but a philosophy, a culture of continuous improvement, based
on the dedication of all our teams, and fluid communication among them.
Within this context, it is the operatives themselves, organised into GAPs (Au-
tonomous Groups) who reach most operational decisions in a proactive and
autonomous manner, while likewise maintaining harmony with the rest of
the organisation.

Commitment
and
Awareness

Performance

Training and
Development

As with any other Lean Manufacturing
(cources Rctiop system, the SP.G. cpvers all processes,
% products, activities and people at
ﬁ Gonvarri. The methodology to achie-
ve operational excellence is based
on the integrated elimination of any
type of wastage (= inefficiency, loss):
defects, overproduction, transporta-
tion, waiting times, stock levels, unne-
cessary movements of people,
unnecessary processes and
unexploited creativity.

The SPG is made up of some 30 tools (SMED, Stan-
dard Work, 5S, Value Stream Mapping, Communi-
cation Boards, GAPs, Top to all level meetings,
etc.) organised as 4 modules; Staff Dedica-

tion, Resource Efficiency, Flow Efficiency and

Lean Office (adaptation to the administrati-

ve environment).

Targe, v
&
<W4’

5,0506036

Employee
Empowerment

The working method is that each indivi- Efficiency excellence Lean
dual at Gonvarri should internalise how of Flows GCDP Office
they do their job in the most efficient man-
ner possible, improving day by day, within
0 context of absolute communication with

colleagues.
This means that trainers (a specialist techni- Efficiency of
cian at each plant, plus a corporate team) work Machines

directly with all the staff: operatives, administra-
tive workers, technicians and managers.

Gonvarri Steel Services
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Activities undertaken during 2016:
— Hpprox. 2,800 employees took part in SPG actions
22,982 man-hours of SPG training

700 workshops conducted (5, LO, STDW, SMED, VSM, TPM)

300 cRrs (Problem Resolution Groups) initiated

4,781 Improvement Ideas issued (68% applied)

368 cAps working to SPG standards

A WHO WHEN — WHAT
e 6. Daily Meeting Site Steering Commitee Daily Department coordination
g Y 5. Top Kaizen Supervisors and Operational Managers Weekly Review KPIs: targets & actions
w
g § 4. Production Dpt Manager with his/her Supervisor Daily Review KPlIs, incidents, ideas
—J
é é 3. Supervision Supervisor with his/her GAP leaders Shift Review KPlIs, incidents, ideas
8 e 2. Shift Change Incoming & leaving GAP leaders Shift Check incidents
(o
E % 1.Top5 GAP (line) Shift Review GAP (line) KPIs Safety
o & Enviroment issues
Lo
Em
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Of all the SPG tools, the most im-
portant focus on improving dedica-
tion by reinforcing communication
channels within the organisation.

In the case of the 6 types of Top
meetings that comprise the sys-
tem, covering every level of the
organisation, there is a clear and
standardised information  flow
throughout Gonvarri;

Meanwhile, each GAP has specific communication areas managed by the
operatives themselves, that maintain and periodically review the indicators
and the information affecting their performance.

In 2016, SPG became, alongside Health and Safety, Environment and
Quality, one of the 4 continuous improvement subsystems that make up the
IMS (Integrated Management System).

It was at this point that the decision was taken, after 8 years of experience,
to subject the SPG to a far-reaching review, so as to give it greater flexibility,
further align it with the business, and better exploit synergies with the other
systems. SPG Evolution is the result of this process, achieved through the
contributions of dozens of specialists from every area of the company, with
deployment now fully under way at each and every Gonvarri site.

The aim is to finalise deployment of the new SPG Evolution by the close of
2017.

Gonvarri

Steel Services

Gonvarri Steel Services
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» Technology and innovation

Alongside quality, we are committed to innovation as a strategic element in our competitiveness, in order to adapt
to our customers' needs and expectations.

The Gonvarri Steel Services team works to improve the characteristics of products and the efficiency of processes
through a range of research, development and innovation projects. As a result, our objectives in the field of strategic
innovation focus both on improvements to materials for components, and the optimisation and development of
our processes and technologies, incorporating new digital solutions within our product portfolio, so as to achieve
progress in a highly competitive and increasingly technical environment, through enhanced products at lower prices
and with a reduced environmental impact.

Our innovation model

In order successfully to address these challenges, the
company undertook organisational changes, creating
the Innovation Area as part of the General Manage-
ment structure for Strategy, Management Systems and
Innovation, with the task of defining the innovation pro-
cess that will serve to increase potentially innovative
ideas and the portfolio of disruptive, business-focused
initiatives.

According to this model, inputs come from different

stakeholders (customers, suppliers of raw materials and
technologies, competitors, technology centres and em-
ployees), to be analysed by the corporate Innovation bo-
dies, that ultimately decide whether or not a particular
project should be developed.

These initiatives are, in accordance with their characte-
ristics, classified in one of the five categories defined for
the outputs (product, process, value chain, company cul-
ture, and Industry 4.0).

GSS Innovation Model

INFUTS

Customers
Competitors
Raw material suppliers
Technological suppliers

—

Technical centers

Gonvarri Steel Services
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—= £COVOSS - Ferrodisa

This project focuses on the deve-
lopment of new “Multi-material
Eco-structure” solutions, to build safer
and more sustainable vehicles, using a
composite demonstrator for a part of
the vehicle chassis.

3R-COMPO - Gonvauto Galicia
The project focuses on offering new
compound materials for the auto-
motive and aeronautical industry,
combining the properties of ceramics,
plastics and metals, while furthermore
offering the possibility of preproces-
sing, recycling and/or repair.

Below we summarise the most significant actions in 2016:

o Product Innovation

At the Automotive division, products are mainly intended for the vehicle
chassis and bodywork. This accounts for 65% of the total vehicle weight,

We are therefore involved in a number of R&D projects connected with new
materials with the twofold objective of developing automated processes
to reduce the manufacturing costs, and to position the company within the
supply chain for these materials.

One clear example would be the "ECOVOSS” and “3R-COMPO" projects,
as the processes most commonly used in compound materials production,
such as RTM (Resin Transfer Moulding) and thermoforming.

At the Metal Structures division, we develop other projects that range from
the optimisation of the single-axis "SOLAR TRACKER 2.0" (Solar Steel) to
the development of impact attenuators equipped with sensors and came-
ras to detect the vehicle involved in the accident, its speed of impact, and to
send an automatic alert to the health services, "ABECATIM” (Road Steel),

o HP-RTM Process Chain
\
L Rt

T

These composites can be selected in
order to achieve unusual combinations
of rigidity, strength, weight, high-tem-
perature performance, corrosion resis-
tance, hardness or conductivity.
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e Value Chain

Our vision, and the new organisational structure of the Strateqy Depart-
ment, help to underpin the current positioning of GSS, extending the value
chain through new businesses, services, and technological start-ups.

The projects undertaken are focused on the study of new processes for
steel to supplement those currently in our portfolio, potential new uses of
steel tubes and an analysis of new applications of aluminium, focused
mainly on the automotive sector, while remaining open to new contexts.

Gonvarri Steel Services
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e Industry 4.0

“Industry 4.0" refers to the fourth industrial revolution. It is characterised
by technological disruption, the digitisation of all physical assets, and their
integration within digital ecosystems.

This will not only have an impact on cost reduction, but will also increa-
se revenue by digitising processes, products and services, and developing
new digital service offerings.

The launch of the "Gonvarri 4.0" project is expected to lay the strategic
foundations for the digital era.

In 2016 we were hard at work aligning prior technological trends with GSS
business objectives, to achieve excellence, to improve productivity, increa-
se efficiency and enhance the safety conditions of our workers.

Q Processes

Focused on the optimisation of processes through the improvement of our
techniques, efficiency, competitiveness and the incorporation of new dis-
ruptive technologies, allowing us to grow by providing new services.

The efficiency project began in 2016 focused on improving the durabili-
ty of tools, since the processing of new high-elastic-limit steels (UHSS) in-
volves considerable tool wear, essentially in the longitudinal and silhouette
cutting lines. Projects have also been developed with a focus on improving
the galvanisation process line, improvements in the 3D laser cutting lines,
and the induction welding line.

Replacement processes have also been developed for the current me-
thods, using new cutting technologies at a number of group plants (3D
laser cutting), along with surface treatment processes, adapting them in
accordonce with new market demands,

\

Cortenace

The Cortenace (Tension Straps for Longitudinal Steel Cutting) project develo-
ped at the Burgos plant has since the outset focused on improving the com-
petitiveness of our longitudinal cutting lines.

It involved optimising and increasing the duration of the tension straps, by
developing materials with a higher mechanical strength. This entailed calla-
boration with a strap manufacturer, and a technology centre.

We produced a prototype simulating the movement of the tension device for
mechanical fatigue tests with the new straps, before subsequently trialling
this on the Longitudinal Line itselF.

Fatigue tests are currently being conducted with new versions of the straps,
to determine which offers the best durability conditions. Lastly, a cost reduc-
tion study will be conducted, with the results being transferred to the group's
various lines.

m Gonvarri Steel Services
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Gonvarri 4.0

DentAs part of the Gonvarri 4.0
project, a pilot scheme is being
developed at Gonvauto Gali-
cia. Among the different usage
cases, one initiative being de-
veloped is to promote the use of
digital devices integrated within
working clothes and accessories
(wearables).

One of the proofs of concept that
has been implemented compri-
ses the use of smartglasses for
remote expert support. This su-
pport will allow for online and
remote consultancy between
one operational site and another
for the execution of certain ope-
rations in the fine-tuning of key
machinery elements.

The plans for this development
are to deliver tutorials in these
operations using augmented
reality, which can then be incor-
porated in the digitised docu-
mentation, providing technicians
with remote support when they
require expert assistance.

e Company Culture

The growing trend towards digiti-
sation within the context of Indus-
try 4.0 raises a number of impor-
tant challenges in identifying the
needs for staff to adapt the way
they work.

As a result, the Innovation Com-
munication Plan and the roll-out
of Governance, will allow us to
identify innovative talent within
the group, along with the develo-
pment of multidisciplinary initiati-
ves at every level of GSS.

Among others, explanatory initia-
tives and a range of workshops are
being developed in various sphe-
res to identify innovative ideas.



Supply chain
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DMA, G4-EN3¢e, G4-EN33, G4-LA14, G4-LA15, G4-HR10, G4-HR11, G4-509, G4-5010 and G4-EC9

» Purchasing management

At Gonvarri Steel Services the process of Purchasing, hiring outside services, the corresponding approval and ma-
nagement of suppliers is performed on a centralised basis for large volumes, through the Steelmaking Purchasing

and Non-Steelmaking Purchasing Departments.

The remaining minor purchases and procurement processes are conducted in accordance with non-uniform criteria

in terms of local level requirements at each facility.

Steelmaking purchases

Focused on steel and aluminium purchasing, and cen-
tralised at the Corporate Steelmaking Purchasing
Department, where large volumes are negotiated in
coordination with the needs of the different divisions,
depending on the forecast orders, client requirements
and the available stock,

Profitability, quality, service, supply capacity and
reliability have the utmost priority for us. We place our
trust in our suppliers, and expect loyal collaboration
from them over the long term, with performance and
consideration in balanced proportion.

With regard to purchases for the Auto division, they are
pre-defined in the contract by the client, which appro-
ves theminternally in accordance with its requirements,

In these cases the objective, in accordance with stan-
dard ISO TS 16949, is vigilance and monitoring, eva-
luation of performance and closure of any incidents
and deviations that might arise.

For all other purchases, 100% of suppliers are required
to provide information regarding the availability of 1ISO
14001, ISO 9001 and OHSAS 18001 certification.

Although aspects connected with human rights are
not expressly included (G4-ENg, G4-LA14 and G4-
HR10), we reserve the right not to maintain a com-
mercial relationship with companies where there are
significant and demonstrable infringements of the poli-
cy. Specifically, our list of suppliers will not include any
companies proven to engage in child labour practices,
slavery, forced, or prison or indentured labour; or whe-
re the supplier's workers are subjected to employment
conditions that would endanger their lives, or if they
suffer cruel or inhumane treatment,

Non-steel purchases

Focused on purchases of other auxiliary raw ma-
terials (oils, lubricants, etc.), other materials (pac-
kaging, spare parts, etc) and services (cleaning,
transportation, travel, etc) requiring a structured
negotiation process and the application of specific
methodology in accordance with the volume they
represent.

Such negotiations are, in the main, conducted by the
Supplier Portal, with the aim of guaranteeing com-
plete transparency and traceability in the process. Al
suppliers register on the portal, which includes basic
information.

As a part of the negotiation process, one obligation
established is to read and accept a series of policies
and procedures, which include the Code of Ethics
and Conduct, so as to convey our values and prin-
ciples to our suppliers, including our respect for Hu-
man Rights.

Work is also currently progressing on a new defini-
tion of the methods and systems for non-steel su-
pplier approval. This process is expected to be com-
pleted and implemented during 2017,
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Local purchases

Minor purchases of non-steel materials are performed
independently at each facility, typically from local su-
ppliers.

For local purchases, there is no one single approval
criterion applied, although the supplier selection and
evaluation process is always performed on the basis of
impartiality, rigour and objectivity.

As regards the availability of environmental, social and
human rights and employment criteria (G4-EN32, G4-
LA14 and G4-HR10), these are evaluated separately
at the different plants, as summarised below.

e These criteria are employed to evaluate 100% of
new suppliers of the Ferrodisa, Gonvauto Gadlicig,
and Gonvarri Barcelona plants, and also apply at
Gonvarri Argentina.

e (On a partial basis, including health and safety and/
or environment criteria, the suppliers of the Gonvarri
plants in Germany, Gonvarri Kaluga, Gonvarri Colom-
bia and Cepas are also included. Gonvauto Puebla
does not include social impact in the evaluation.

e Suppliers were not evaluated in accordance with so-
cialimpact criteria in 2016. (G4-S09).

e (Gonvarri has not evaluated impact on the environ-
ment (G4-EN33), on employment practices (G4-
LALS), nor human rights (G4-HR11), nor significant,
real or potential negative social impacts (G4-S010)
within the supply chain.
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Subcontractor management

However, subcontractors follow a standard procedure
prior to any activities being undertaken on our premi-
ses. The new "CTRIMA" platform is used for coordina-
tion and document exchange with external companies,
so as to comply with the corresponding information and
supervision requirements. Prior to the commencement
of any job, the established requirements must be fulfi-
lled. These requirements include the Code of Ethics and
Conduct, setting out the aspects regarding ethics and
human rights, that all subcontractors must undertake to
FUIFil,

CTAIMA is currently implemented at facilities in Spain
and Portugal, and will gradually be extended to other
plants.

For both suppliers and subcontractors, the payment
terms with supplier entities are properly defined and
set out in writing on the basis of pre-established criteria
that are periodically inspected and reviewed.



> Relationship with
suppliers and
subcontractors

At Gonvarri Steel Services we belie-
ve that contact and proximity with
our suppliers are essential in order to
offer an appropriate service. We the-
refore take part at joint discussion
days and meetings, allowing us to
understand the different perspecti-
ves, and improve our relationship.

Ferrodisa attended the "Su-
pplier Day” organised by its
customer BSH Europe. The
event is held every two years,
and gathered together the key
suppliers that work with the
company.

The day featured different pre-
sentations and talks addressing
a range of topics, challenges
and issues that companies in
the sector face in their daily
operations.

It proved a huge networking
success, allowing experiences
to be shared with the manage-
ment team of BSH Europe.
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» Expenditure on local suppliers

G4-eC9

In 2016, the total expenditure on suppliers amounted to 2,384,934
thousand euros, 70% of which corresponded to local suppliers. Below is
set out the percentage distribution by country;

COUNTRY LOCAL SUPPLIERS EXPENSES LOCAL (%)
Germany 2304785 85%
Argentina 158310 39%
USA 30,2645 81%
Spain 12251793 78%
Mexico 569351 31%
Poland 55454 5%
Portugal 64,0737 56%
(zech Republic 6,578.2 85%
Russia 36,930.2 70%
TOTAL GENERAL 1,671,815.9 70%

Information about Brazil, Turkey, Colombia and UK not included.

To calculate the percentage expenditure on local suppliers, consideration
is given to all those suppliers that have their corporate headquarters or
commercial office in the country in question.

Gonvarri Tarragona in accordance with its ZERO ACCIDENT target,
staged its first Occupational Risk Prevention training day for suppliers
and technical staff, with the collaboration and involvement of the
CTAIMA platform.

The event brought together a total of 50 attendees from a range of
different areas (boiler and refrigeration installers, carriers, etc.) with
the aim of raising awareness among suppliers and their employees as
to the importance of prevention and safe working, not only for their
own workers but also the group of external employees, which is whe-
re the highest rate of accidents occurred last year.
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Clients
DMA

» Client management

The company is of the opinion that its success depends
to a great extent on its ability to place the client at the
heart of its business, establishing a culture centred on
a commitment to the client, and focused on creating va-
lue-added.

The current scenario is characterised by substantial
competition, with new information technologies pro-
viding clients with greater knowledge of potential su-
ppliers, and hence competition.

Within this context, Gonvarri Steel Services understands
that its approach to its clients must be personal, antici-
pating their needs, with a real-time response capacity,
detecting new opportunities and collaborating in the de-

velopment of joint solutions to foster lasting, long-term
relationships.

Meanwhile, the quality of our products and services
is fundamental, and all our factories therefore have in
place a quality management system certified in accor-
dance with standard ISO 9001, while those providing
gutomotive services are also certified under standard
ISO-TS 16949,

Qur customer profile is directly linked to the business li-
nes (Hutomotive, Metal Structures and Industry). In order
to customise and improve this service, specialist com-
mercial teams are in place, specific to each type of bu-
siness and product, so as to offer more tailored coverage.

INTEGRATED POLICY OF MANAGEMENT

G

Steel Services is committed to:

» comply with laws, regulations, corparate require-
ments and the requirements considered above
these, in the areas of customer safety and health,
energy and environment,

* [0 involve employees and partners in the knowle-
dge and content of this Policy, encouraging their
commitment and involvement,

e ensure awareness and skills of its employees
through continuous training,

* achieve overall customer satisfaction, providing
the resources that are needed to carry it out,

e seek process efficiency above and beyond effecti-
veness,

e promote the prevention of injury and deterioration
of employee health and that of other parties who
access the installations,

onvarri Steel Services based on our values HONESTY, HUMILITY, PERSEVERANCE AND WORK con-
siders that its PRIORITY is to work with; HEALTH AND SAFETY, QUALITY AND RESPECT FOR THE
ENVIROCNMENT AROUND US, all of which from a socially responsible business approach.

Gonvarri

e promote pollution prevention and improvement of
environmental and energy performance, suppor-
ting the use of energy efficient products and servi-
ces from the design stage,

e deploy this Policy commitment integrating preven-
tive management in the work of supervisory staff
and workers during the execution of the activities
they carried out or supervise, as well as in all deci-
sions taken,

e evaluate and continuously monitor its processes
and activities, both internally and externally, as
well as the risks they entail,

e allocate resources and responsibilities to comply
with the objectives of the organization.

with the firm intention to advance in

THE CONTINUOUS IMPROVEMENT OF ALL ITS FIELDS
pursuing SUSTAINABLE DEVELOPMENT

Gonvarri Steel Services
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» Initiatives and relationships
with customers

The various actions undertaken with customers include, among
others, periodic meetings and visits staged by each business
line, along with participation at trade fairs and events connected
with our products, as summarised below:

Automotive

This is the part of the business with the highest turnover, whe-
re the main customers are traditional automotive OEMs and the
leading steel stamping producers. We are currently negotiating
with OEMs for electric cars, such as for example Tesla (USA) and
Next-EV (China).

In our business, customer proximity is fundamental. We work
together on the development of joint solutions, focused above
all on the use of new materials (aluminium and high-strength
steel), that are lighter, generate lower COZ2 emissions, and are
safer,

Within this context, particular mention should be made of the
increase in the use of aluminium on vehicles, mainly in the
mid-market and top-end segments. Likewise, high-strength ste-
els have succeeded in considerably reducing their weight while
maintaining the performance and safety specifications for which
they stand out.

Over recent years we have seen major launches at the leading
lamination firms in France and Germany, demonstrating the
upward trend in aluminium. Meanwhile, we have negotiated
substantial contracts to supply leading OEMs in Italy and Turkey
from Spain (Gonvauto Barcelona). We are likewise negotiating
new contracts with OEMs in France, to be supplied from our fac-
tories in Germanu.

In order to adapt to these new requirements, we have since
2014 made major investments in mare versatile facilities and
processes, so as to fulfil our customers' demands. One clear
example would be the new Gonvauto Thuringen hybrid line,
which successfully began operations in 2016.

Regarding steel, during the year we made substantial invest-
ments at Gonvarri Poland, as well as the new 3D laser cutting li-
nes at Brandenburg and Gonvarri Czech, and installed three new
hot stamping presses, at Gonvarri Burgos, Gonvauto Thuringen
and Gonvauto South Caroling, the last of which will begin opera-
tionsin 2017,

These new facilities, together with those in China, will allow us
to continue growing in the European and American markets, as
well as new markets such as Asia.
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SGK Kaluga visit the
Volkswagen factory

The production supervisors at Severs-
tal Gonvarri Kaluga (SCK) visited the
Volkswagen factory in Kaluga. The pur-
pose of the visit was to learn about the
company’s production processes, and
how our steel products take shape as cars
once they are assembled.

This offered a good opportunity to ce-
ment the relationship with our customer,
and for SGK employees to see first-hand
how the formats they produce are direct-
ly applied to vehicles, as well as their va-
lue-added in the automotive sector,
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Industry

Most of our industrial business
is performed in Spain and Portu-
gal, and to a lesser extent in Ger-
manu.

In 2016, the Industry line registe-
red considerable growth, thanks
in part to the development of
such various initiatives as:

e The development of a major
action plan, that helped in-
crease our market share in the
distribution sector.

e The increase of spot (rather
than programmed) sales, ba-
lancing the global sales mix.

e [ notableincrease in overseas
trade, around 26% higher than
the economic forecast.

The initiatives undertaken inclu-
de in particular the training day in
Burgos with our main customer,
addressing “Steel Products”, to
analyse and present the various
processes and the main quality
tests that are applied. The event
was attended by 20 professio-
nals from the sector, while 18
staff members from Burgos then
travelled to their premises to sta-
ge a similar day,

Mention should also made of the
periodic meetings and visits con-
ducted by Ferrodisa, in particular
in Morocco and at La Cartuja,
where they met major clients to
look at their needs and new de-
velopments, so as to be able to
offer an appropriate service in
line with their requirements.

Gonvarri Steel Services
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Metal Structures

The Metal Structures line groups together a range of products and formats
for different types of customer, as summarised below:

Road Steel

The main Road Steel customers
are connected with leading cons-
truction, signage and maintenance
companies, and public authorities.
We perform this service mainly
from our Hiasa, Turkey and Colom-
bia plants.

o

There are notable initiatives in the
sphere of innovation to minimise
damage in the event of accident, as
summarised in the Innovation sec-
tion. Meanwhile, Road Steel was
present at the Intertraffic trade fair
in Amsterdam, Netherlonds, where
as well as showcasing its road safe-
ty solutions, it presented the book
"Emotional Driving: Reflections to
understand road safety with opti-
mism’, marking the culmination of
the project which had already been
presented at the various GSS facto-
ries in Spain.

Adopting a similar approach, Gon-
varri Colombia undertook numerous
initiatives to strengthen its relations-
hip with customers and potential
customers.  OF particular note was
its involvement at @ number of wor-
kshops and conventions, such as:
the International Road Federation,
Expovial 2016, the First Road Safe-
ty Symposium, CISEV (the 5th Latin
American Road Safety Convention)
and Intertraffic Mexico 2016,

Solar Steel

Solar Steel's main customers are
companies connected with the de-
velopment and construction of solar
farms (EPC). We mainly provide this
service from the factories at Hiasa,
Gonvarri Arizona, Gonvarri Turkey
and Gonvarri Colombia.

It likewise took part as an exhibitor
at the following trade fairs: Interso-
lar Europe (Germany), MIREC Week
(Mexico), CIREC Week (Chile), Solarex
(Turkey), where it proceeded to pre-
sent the company, in particular the
Solar Steel line, while also holding
specific themed meetings with cus-
tomers and potential customers.

In addition to the above, the initiati-
ves undertaken by the various plants
included participation at such con-
ventions and trade fairs os; World
Future Energy Summit (Abu Dhabi),
Intersolar North America (USA), Solar
Power International Las Vegas (USA),
Mirec Week (Mexico), at RecamUeek,
Clean Energy Central America & Ca-
ribbean and the Energyear Forum
(Panama), and at the ANDREC week
(Bogota).
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Almaceno and Mecano
The Almaceno and Mecano lines are centralised at Gonvarri Colombig,
and are managed jointly, although their needs might be different.

Almaceno’s customers are of the industrial type, companies in the logis-
tics sector and major retailers, with substantial storage needs. Meanwhile,
Mecano clients are linked to the mining, oil and energy sectors, and require

energy and data ducting systems,

In any event, the customer strateqy is divided into 4 different focuses, grou-
ped into:

e Documentation: technical articles, updating of technical data sheets, etc.
e Communication: online marketing, websites, emailing, etc.

e Technical support material for sales.

e Spedcific client events.

A number of examples are summarised below:
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Mecano, presented, among other Almaceno, mong other aspects,
aspects, its new catalogue, staged redesigned and updated its catalo-

training talks for international dis-
tributors and skills development for
customers in various countries (Boli-
vig, Peru, Chile, etc.), practical works-
hops, involvement at the 2016 Expo
Eléctrica trade fair, and collaboration
at seminars. Internally, meanwhile, in-
centive bonuses were handed out to
distributors for achieving objectives.

gues, made publications in the Zona
Logistica magazine and online, took
part at Logismaster (Ecuador) and
at Espacio Innovacién, with presen-
tations and advertising material.
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» Customer satisfFaction

(4-PR5

At Gonvarri, we believe that customer satisfaction surveys are an important tool assisting us in identifying points
for improvement, and in building loyalty and market share.

Meanwhile, we have a diverse product offering, and factories are in some cases focused on a particular service line
(such as: Gonvauto focuses on Automotive products), or they might produce the different lines (e.q.. Hiasa develops
profiles, formats and parts for Automotive, Solar Steel and Road Steel). As a result, Customer Satisfaction Surveys
are not always uniform. A number of examples are summarised below.

Hiasa and Gonvauto Asturias
jointly sent out /3 questionnai-
res to their main cutting line and
tube customers,

The response rate was 82.20%.
The result of this year revealed a
slight improvement compared with
the previous financial year, althou-
gh it was in both cases highly sa-
tisfactory. For 2017, the aim is to
maintain an Overall Customer Sa-
tisfaction Index above 85%.

Meanwhile, Hiosa conducted @
specific survey among its Road
Safety customers. 19 customers
were selected (8 construction
firms, 5 maintenance companies,
and 6 signage companies). The
response rate was 100%, and
the average satisfaction level
80.68%.
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Gonvarri Burgos conducted a
survey of 323 customers, based
on those with the highest con-
sumption levels, as well as po-
tential customers. The response
rate was 51% of those surveyed,
with a satisfactory result,

Ferrodisa conducted a survey
among the 160 clients accoun-
ting for 90% of consumption,
with a response rate of 47%.
The result gave the company a
positive ranking compared with
the competition.

Gonvarri Portugal performed
a survey of its 32 main custo-
mers, achieving a response rate
of 81%. The end results were li-
kewise satisfactory.

Gonvarri Barcelona surveyed
its 137 main customers, achie-
ving a response rate of 57.6%.
The result was likewise satisfac-
tory, with improvements being
noted in comparison with the
previous year in terms of turna-
round times.



Partnership
agreement with
SEAT or dudl
professional
training

Steel Services and SEAT sig-
ned a Partnership Agree-
ment to offer youngsters
beginning their professional
career at Gonvarri the chan-
ce to receive training free of
charge at the SEAT Appren-
tice School.

The course lasts 3 years, and
involves 60 new students,
30 from the Machining mo-
dule and 30 from the Elec-
tromechanical Maintenance
module, selected from more
than 800 candidates. The
students also sign a paid
training and apprenticeship
employment contract
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Gonvarri Barcelona meets with
the steel distribution centre

Gonvarri Barcelona was visited by a number of customers from the
steel distribution sector (warehouse operators), associated with the
Catalonia and Balearic Islands Metal Warehouse Union (UMFCB).

The visit formed a part of the efforts undertaken over recent years by
Gonvarri Barcelona to raise its profile as an “essential and needed
partner” for this type of customer, during the forums and conventions
that the UMFCB has been systematically staging each year.
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Social Dimension

People

fOCU S MATERIAL ISSUES CONTENT
DMA Talent attraction and retention. » [Management focus
Training. » Talent attraction and retention
G onvarri Steel Services is made up of Human Rights » Employment conditions and human rights
a team of professionals with shared
culture and VG!UES ID Icommom, and Communication » Communication and dialogue with employees
who together with their ideas and hard

work help to promote the company’s

sustainable growth, » Qur team

Within this context, human resource
management plays a fundamental G4-LA12
role in managing change and driving
forward processes of transformation.
Its responsibilities include hiring, de-
velopment, skills and training, salary
management, social benefits, perfor-
mance assessment as well as staff
motivation, to improve their well-be- 50 —
ing and effectiveness.

In 2016, the Gonvarri Steel Services team was made up of a professional
staff of 3,026, most of them in Spain, where the company has its head-
quarters. The enclosed figure shows their distribution by country;

Humaon resource management fo-
cuses on people in order thereby to 40
guarantee quality employment,
offering a stable working environ-
ment with opportunities for promo-
tion on the international stage. With
the aim of fulfilling these objectives,
the new “"Drive” Management Model
was approved in 2016, based on four 20 —
cornerstones, one of which is “Peo-
ple’, covering initiatives and projects
focused on our professionals, set out
over the course of the chapter.

30 |~

Colombia

Germany
Brazil
(Czech Republic
Turkey

Portugal

Argentina

Gonvarri Steel Services
Sustainability Report 2016



The workforce is, meanwhile, mainly made up of men (87.3%), the majority
being aged between 30 and 50 (62%). The enclosed table indicates the distribu-
tion of the workforce by age and gender:

Men Women
>30<50 >50 <30 Years old >30 <50 >50
Years old Yearsold = Years old Years old

COUNTRY <30 Years old

Germany 27 117 14 5 19 3
Argentina 18 23 1 3 4 0
Brazil 70 117 13 21 26 3
Colombia 23 157 77 9 28 5
Spain 37 813 376 12 106 13
UsA 15 59 16 3 9 2
Mexico 27 38 3 3 7 0
Poland 50 2l 0 3 17 0
Portugal 8 43 11 0 13 3
UK. 16 86 60 1 9 11
(zech Republic 16 16 4 8 12 0
Russia 5 44 4 7 0
Turkey 100 105 17 11 3 0
TOTAL 412 1,639 592 83 260 40

The enclosed table shows the distribution of the workforce by gender and profes-
sional category:

HOMBRES MUJERES
( Middle Plant & Office |  mananperc Middle Plant & Office
COUNTRY Managers Managers personnel Managers Managers personnel

Germany 3 23 132 0 2 25
Argentina 1 14 27 0 7 0
Brazil 3 41 156 0 4 46
Colombia 8 25 224 1 8 33
Spain 37 202 987 1 27 103
USA 3 17 70 1 5 8
Mexico 1 13 54 0 3 7
Poland 1 7 63 0 3 17
Portugal 1 16 45 1 5 10
Uk 5 7 150 0 0 21
(zech Republic 0 28 0 2 18
Russia 4 41 0 1 10
Turkey 2 11 209 0 1 13
TOTAL 69 388 2,186 4 68 311
Porcentaje 2.3% 12.9% 72.2% 0.1% 2.2% 10.3%

We have a balanced workforce in terms of experience and dynamism. Most em-
ployees (62.7%) are aged between 30 and 50 years, while the remainders are
divided between employees under 30, which represent 16.4% and the remaining
20.9%, are aged over 50.

As for executive staff, 67% are aged over 50, and the remaining 33% are between
30 and 50 years old. Meanwhile, 67% are of local nationality, and all are men
(G4-ECB).
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To improve the safety of all
employees when travelling,
and with the aim of improving
support and information
provided when they travel,
this year saw a renewal of
the "Traveller's Backpack”
application, above all the
mobile app.

The app provides relevant
information about the
different countries that staff
travel to, such as: paperwork
and documentation required,
information about risks and
actions in the event of emer-
gency, safety measures re-
quired at GSS plants, medical
and health tips, information
about customs, and points of
interest in the country,

The main new features
added to the app are;

e [euw aesthetic and
design to improve ac-
cess to information and
offer an excellent user
experience,

e Off-line function: to
consult vital informa-
tion without the need
for an Internet connec-
tion.

e Immediate respon-
se: the revamped
technology delivers
powerful performance.
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Talent attraction and retention
DMA

onvarri Steel Services is aware that the development and future of the company
depends to a great extent on the commitment and hard work of its team. This means that having trained,

qualified and motivated professionals in place, in a pleasant working environment, is a key aspect in order to grow as @
competitive, sound and sustainable company. As a result, attraction and retention strategies are fundamental in order
to increase commitment and minimise staff churn. The main initiatives are summarised below:

» Hiring and internal promotion
Internal promotion

At Gonvarri we are aware that internal promotion is o fundamental mea-
sure in order to achieve employee satisfaction, through career development
and recognition of their talent, since the company’s most important asset is
its human team.

When a specific position needs to be filled, then, the vacancy is published
internally via a Job Posting on the intranet noticeboard. Job offers are made
public only if, after a certain period, which varies depending on the level of
urgency, they cannot be filled internally.

In those posts that given their specific requirements cannot be filled inter-
nally, the process of external recruitment begins. 23 Job Posting processes
were initiated in 2016, with just 2 being filled internally, and the remaining
21 externally,

We are a constantly growing company, which entails the need to fill vacan-
cies in other countries and other plants, and overseas postings are therefore
frequently offered to fill these positions.

Meanwhile, opportunities for fixed-duration deployments are offered inter-
nally, on the so-called "Start-up Teams". The function of these positions is
to transfer corporate culture and experience to new company facilities in di-
fferent countries. The teams are deployed to the facilities for a set period, for
commissioning and the training of future workers.

Meanwhile, to underpin professional development opportunities, GSS pro-
motes dynamism and mobility among its employees. As a result, where the
market strategy so requires, they are offered the voluntary challenge of ta-
king on greater responsibility or developing new projects in other countries
and regions, serving to foster the development of their professional careers.

This mobility allows us to strengthen team bonding, guarantee a high level of
quality in our installations, and extend our corporate culture and know-how
to other countries and to local staff.

Hiring
From the outset, the selection process aims to bring in the professionals
best suited to the job requirements. This involves electronic tools, such as

employment exchanges, specific gatherings such as job fairs and, on occa-
sion, specialist consultants are engaged directly.
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» Performance
assessment
G4-LA11

In order to ensure that professionals
are kept abreast of their performan-
ce and what is expected of their
work, we are progressively imple-
menting a target-based evalua-
tion system.

At the start of each financial year,
improvement objectives are set, be-
ing defined in accordance with each
job and the corresponding skills,
including general group aspects
and those inherent to each area/
department. The system performs
a periodic qualitative and quantita-
tive evaluation, rating the degree of
efficacy with which the objectives
have been fulfilled, along with ove-
rall performance in the activities and
responsibilities assigned to each
post. In accordance with the results,
goals and improvement measure-
ments are established, impacting on
quality of work and employee satis-
faction.

During 2016, there were 463 per-
formance assessments conducted
of directors, middle managers and
technical staff at all the plants, co-
rresponding to 86 women and 377
men.

Meanwhile, some plants evaluate
100% of the workforce, including
plant personnel, with a methodolo-
gy suited to their activities, measu-
ring parameters such as on-the-job
multitasking.
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» Training
DMA, G4-HR2, G4-HR7, G4-LAY9 and G4-LA10

Qur priority is to have mechanisms in place to understand and train all our staff, aligned with the different levels of
profiles at the company.

During 2016, 136,035 hours of training were delivered (82.6% for men, and 17.4% for women), representing an
increase of 55% compared with the previous year, and an average of 44.9 hours of training per employee.

The following table details the distribution by country, gender and category:

MENs WOMENS

COUNTRY Monagers — monogers  persoonel | TN monogers | persernel
Germany 5 0 1872 0 32 6,402
Argentina 32 1,069 3,835 0 307 0
Brazil 138 1,767 6,824 0 189 1,993
Colombia 534 1,483 13,382 263 716 1670
Spain 1,484 12,772 29,844 483 1,400 2,552
USA 10,252 100 100 0 10 10
Mexico 55 719 6,486 166 553
Poland 40 1760 3,832 1,048 2,950
Portugal 0 230 1,060 11 100 116
Uk 319 1,015 10,437 0 0 2,459
(zech Republic 0 47 238 12 132
Russia 40 50 51 32 0
Turkey 45 460 NA NA 52 nA

21,472

To analyse the quality and usefulness of the training
received, the employees in attendance are given opi-
nion questionnaires to complete, to evaluate whether
the training fulfils expectations. The general conclusion
would be that the Training Plan corresponding to 2016
was satisfactory delivered.

and Conduct, with a cumulative total of 67 hours of tra-
ining (G4-HR?2).

As regards training focused on administering the end
of the teams’ professional careers, this is included
only in the training plans of Gonvauto Galicia, Gonvarri
Colombia and Steel&Alloy (G4-LA10). Meanwhile, since

As regards Human Rights, in 2016 a total of 75 hours
were delivered (67 in person and 8 online), distributed
mainly across the USA (29.3%), Colombia (18.8%), Brazil
(2.7%), Czech Republic (16%), Spain (10.6%) and Mexi-
o (18.6%), and Poland (4%). Meanwhile, 11 executives
received training in the USA about the Code of Ethics

staff safety is dependent on the subcontracted safety
companies, no information in this regard is available.
(G4-HR7)

Among the training programmes delivered in 2016,
we would emphasise the following:

Gonvarri Steel Services
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Training for start-up
teams and supervisors

The success of the “Start-up
Teams” is based on the experien-
ce of peaple, allowing them to pass
on their knowledge and know-how
to local teams at new plants, which
means that they can in turn acqui-
re complete autonomuy, making the
plant fully operational as soon as
possible. In 2016, this programme
invalved 27 employees. Training
was focused mainly on SPG, HEGS,
Quality, Production, Maintenance
and Environment. The average final
score was 4.7 out of 5.

The training of "Supervisors” li-
kewise plays a fundamental role in
this field, with the aim of achieving
operational excellence at work.
Their training objectives, in addition
to the above, are based on the de-
velopment of communication skills,
knowledge and abilities, to obtain
feedback from employees and a
360° relationship impact. This year
17 supervisors were trained at the
facilities in Barcelona, Galicia, Hiasa,
Ferrodisa, Tarragona, Portugal, Ar-
gentina and Brazil.

» Job stability

(4-10

For us, promoting stable emplo-
yment is a way of demonstrating
trust in our team, in long-term rela-
tionships, and their experience.

During 2016, 90.7% of the workfor-
ce had a permanent contract, while
the remaining 9.3% were on tempo-
rary contracts. Meanwhile, 36.3% of
the workforce is employed full-time,
and the remaining 3.7%, part-time.

The gender and country distribution
is set out below:

Gonvarri Steel Services
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Leadership
Programme

One of the key projects is the Gonvarri
Leadership Program (GLP), focused on the
development of talent, and personal and
professional growth and leadership at Gon-
varri. GLP is an internal training programme,
produced by key professionals at the com-
pany together with the corporate Human
Resources Department and the Corporate
Institute, involving 41 people from 9 diffe-
rent countries. It began in late 2014, with a
duration of 2 years.

In 2016, 3 new sessions were staged, as
summarised below:

The fifth session was held in Madrid, and
covered “Coworker Development”,

The sixth session was held in Barcelona,
and focused on the Steel Process, the
Strategic Plan, Product and Process Inno-
vation, and the Integrated Management
System.

The seventh session was held on the
premises of the IE Enterprise Institute in
Madrid. This time, the main topic addres-
sed Communication, Presentation Skills,
Positive Leadership and Decision-ma-
king.

Of the 41 participants in this first edition,
12 have already been internally promo-
ted.

CONTRACT

Permanent

-
COUNTRY ST

GONVARRI

Leadership

PROGRAM
2017/2019

Meanwhile, the HR directors at
all the plants meet up annually
in Madrid to pool their initiatives,
concerns and results, and the-
reby as a group detect opportu-
nities for improvement that will
contribute to the well-being of
our professionals.

In accordance with all the above,
our goals for 2017 focus on the
following:

» Promote online training
to cover all employees, to
be more efficient and offer a
SWift response to their needs.

» Develop the role of the “Inter-
nal Expert Trainer” to pass
on internal know-how.

» The development of corpora-
te skills.

EMPLOYMENT
Full-time

Part-time

Germany 98 18 60 9
Argentina 42 6 0 1
Brazil 194 50 6 0
Colombia 246 38 11 4
Spain 1175 122 51 9
USA 87 14 3 0
Mexico 68 10 0 0
Poland 31 8 40 1e
Portugal 48 16 14 0
Uk 119 21 43 0
(zechRepublic 23 16 13 4
Russia 49 10 0 1
Turkey 222 14 0 0
TOTAL 2,402 343 241 40

156 el 2 6
42 6 0 1
156 41 44 9
257 42 0 0
1196 121 30 10
89 14 1 0
68 10 0 0
71 20 0 0
62 16 0 0
161 11 1 10
36 20 0 0
49 11 0 0
222 14 0 0
2,565 347 78 36



Part I
Specific Standard

Disclosures

» Churn and mobility
G4-LAL

The average churn rate at Gonvarri (calculated as the number of departu-
res out of the total workforce) is 15%. The highest churn rate occurred in
the USA (as a result of the workforce reduction in Arizona), while Argentina
stands out for its low rate.

Over the course of 2016, 548 new professionals joined the company: 469
men and 79 women. Meanwhile, 445 people left the company: 370 men
and /5 women. The table shows their distribution by gender, category and
country:

Furthermore, mobility opportunities
among our employees allow us to
strengthen team bonds and to con-
vey corporate culture and know-
houw.

In 2016, there were 12 staff trans-
fers between different countries,
all of them involving men. OF these
transfers: 5 are postings (3 in Spain,
Linthe UK 1 inthe USA), while 7 are
expatriate deployments (6 in Spain
and 1 in Russia).

Hires Turnover
COUNTRY Men Women Men Women
Germany 75 11 11 2
Argentina 2 1 2 0
Brazil 51 9 36 11
Colombia 30 9 35 22
Spain 133 11 102 6
UsA 35 0 56 4
Mexico 1 1 4 2
Poland 13 12 10 6
Portugal Vi 0 4 2
UK. 24 2 16 2
(zech Republic 34 16 22 8
Russia l 1 5 3
Turkey 62 6 67 7
TOTAL 469 79 370 75
» Remuneration COUNTRY Men's Ratio
Germany 119
DMA and G4-EC5 f— 137
Brazil 113
Gonvarri is aware that remunera-  Colombia 289
tion is an important factor for our  Spgin 109
professionals. This is why our Mini-  Mexico 518
mum salary is in most cases higher  pyjgnd 1.00
than the figure established in local  pyjqq 116
Iegisllotion, or in some cases equal UK, 100
Lo this rate. Czech Republic 206
The ratio of annual starting saloryat  Turkey 1.00

the company against the minimum
salary at Gonvarri in the country in
question is shown below:

Women's Ratio Global Ratio
119 119
137 137
113 113
289 289
1.09 1.09
414 4.66
1.00 1.00
116 116
1.00 1.00
2.06 2.06
1.00 1.00

Data from Russia is not available, and the US data are available but it cannot be reported since the

minimum ratio is legally established per hour.
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Employment conditions and human rights

DMA

» Working climate

Gonvarri Steel Services takes an
interest in its employees’ opi-
nions, their level of satisfaction
and motivation, on the basis that
a satisfied employee is more effi-
cient and achieves better results.

The "Working Climate" survey
is conducted biannually for this
reason. The most recent survey
was in 2015, the scope covering
23 sites in 12 countries, with an
average participation rate of 68%.
The next survey will be conducted
in2017.

In order to improve on those as-
pects that achieve the lowest
scores inthe survey, the "Growing
Together” project was devised,
covering a range of improvement
initiatives, as set out in further de-
tail in the following subsections.

Sustainability Report 2016

» Diversity

At Gonvarri we believe that the diver-
sity of our people and their distinctive
contributions give us an unquestiona-
ble competitive advantage.

The perspective and way of thinking
of professionals from differing origins
help us achieve positive changes at
the organisation in our working me-
thods, and increases our capacity for
innovation and response to such a de-
manding market as we see today.

The workforce in 2016 was made up
of 87.3% men and 12.7% women.

97.5% of employees are of local ori-
gin, corresponding to 97.8% men and
99.5% women. The enclosed table
shows their distribution:

Men Women
G4-EC6 (%) (%)
(Managers el 75
Middle 95 99
Managers
Plant & Office 99 100
personnel

As reqgards differently able profes-
sionals, the company has a total of
36 men and 3 women. The distri-
bution by country is as follows (G4-
LR12):

e Women: Spain (66.6%) and Brazil
(33.3%).

e Men: Spain (694%), Brazil
(16.7%), and the rest of Germany
(8.3%), Colombia and the Czech
Republic (2.8% respectively).

Diversity Management represents
a commitment to the people who
make up the organisation. The "Di-
versity Programme” incorporates
and articulates this variable at the
organisation through policies, pro-
cesses and actions for dissemination

and awareness-raising, with the fo-
llowing aim:

e Attract, retain and develop people
with differing profiles, contribu-
ting innovation, new options and
perspectives, creative solutions
and an understanding of the cul-
tural and economic diversities of
marketplaces.

e Assistin the process of generatio-
nal handover, avoid obsolescence
and maintain a competitive lead
position.

e Generate an internal climate attu-
ned with the diversity of the orga-
nisation’s external context.

* |ncrease dynamism and interac-
tion among people of different cul-
tures, origins and skills.

* Create a culture that helps match
corporate preferences and values
to the priorities and needs of em-
ployees.

e Offer programme packages that
contribute to the satisfaction and
work-life balance of all emplo-
yees, allowing them fully to deve-
lop their professional, family and
personal lives.

At Gonvarri Steel Services, no sig-
nificant  risks of  discrimination,
child Labour and/or forced Labour
or breaches of human rights have
been noted at any in-house opera-
tional site or at suppliers, nor have
any grievances been raised via the
Ethics Committee in this regard
(G4-HR3, G4-HR5 and G4-HRG).
Meanwhile, no plants were exami-
ned or evaluated for human rights
2016 (G4-HR9).



» Work-life balance
G4-LA3

Maternity and paternity leave
in 2016 corresponds to 63 men,
of whom 97% have resumed their
positions, and 20 women, of whom
100% have likewise resumed work.
All of them remain at the companu.
Meanwhile, 82% of men and 77%
of women who took maternity/pa-
ternity leave in 2015 remain at the
company.

As indicated last year, our office has
in place flexible arrival times, with
departure and mealtimes adjusted
accordance. At the factories, where
work is highly dependent on custo-
mer requirements, and specific shifts
are in operation, flexibility and the
necessary adjustments are applied
individually.
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» Social benefits
G4-LA2 and G4-EC3

Gonvarri Steel Services is a diverse company where social benefits are
not uniform, but are adapted to the characteristics of the different plants
and countries. There are in any event no significant differences for wor-
kers between the benefits offered to part-time employees as opposed to
those offered to full-time employees.

The social benefits at the different facilities and countries are summari-
sed below:

Life and disability insurance

With coverage greater than the legal minimum, benefiting 100% of emplo-
yees at the facilities in Spain (except Laser Automotive Barcelona), Brazil,
Russia, Poland, Mexico, Germany and the United Kingdom. In the USA, this
applies to employees on a permanent contract and who have been the
company for more than & weeks. Meanwhile, Germany, Poland and Russia
do not include disability or invalidity within the cover.

Medical insurance

There is a medical service for employees of the factories in Germany, Brazil,
the USA, Poland, the United Kingdom, Turkey, and at some plants in Spain,
As regards the availability of medical insurance, this is not uniform.

There are policies in place with cover for practically 100% of employees in
Brazil, South Caroling, Russia, Portugal and Mexico. Availability of medical
insurance is a legal obligation for all employees in Germany.

In Spain, a private policy can be voluntarily arranged by means of the flexi-
ble remuneration plan, offering the legally established tax benefits,

Partial cover applies to employees in the United Kingdom (only white-collar
staff: executives and middle managers), in Argentina (not including mana-
gement) and in Arizona (employees on a permanent contract who have
been at the company for more than & weeks),

In Poland, the "Medicover” scheme operates, a loyalty package for emplo-
yees who have been at the company for more than a year. In Portugal, this
insurance also covers the families of employees who do not belong to se-
nior management, and in Burgos there is a specific medical examination for
executives.

Meal benefits

Canteen services are available in Argentina, Germany, Brazil, Turkey, Mexi-
o, Colombig, the Czech Republic, the United Kingdom, Russia and Portugal.
In Spain, restaurant vouchers can be arranged voluntarily under the flexible
remuneration plan.

Gonvarri Steel Services
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Transport assistance

In this case there are two modes: company bus, availa-
ble in Burgos, and a transport grant, offered in Argenti-
na, Brazil, Burgos, Turkey, Mexico, Russia and Portugal.
In Madrid, flexible remuneration covers transport season
tickets. The sales team also frequently use company ve-
hicles.

Maternity/paternity

Mexico, Tarragona, Arizona, Hiasa and Gonvauto Asturias
offer maternity/paternity leave longer than the legally
established period.

Pension funds and/or retirement plans

These are not included in the general Gonvarri policy.
They are available in some countries, either through obli-
gations derived from local legislation or because they re-
present historic commitments. These pension funds are
available in the United Kingdom and South Caroling, and
there are retirement plans in Arizona, and on a voluntary
basisinthe UK. In any event, these are very much one-off
situations that are of little significance for the company
whole. (G4-EC3).

Other

Tax benefits

In Spain, the PRF Flexible Remuneration Plan offers em-
ployees the chance to include various products within
their remuneration package (childcare vouchers, res-
taurant vouchers, transport vouchers and IT equipment
purchases), offering taxation and employment benefits,
which can be adjusted by each individual in accordance
with their personal needs. In 2016, the PRF scheme co-
vered the following applications:

edicgy,
25,

Gonvarri Steel Services
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Health and sport

Gonvarri Tarragona offers its workers the chance to make
use of the Estival Park facilities: gym, swimming pool and
spa. At Gonvarri Kaluga 50% of the cost of gym member-
ship is funded, while in the United Kingdom the Cycleplus/
cycle2work scheme is covered and funded, allowing em-
ployees to hire a bicycle and safety equipment, represen-
ting a considerable saving.

Gifts and celebrations

At the factories in Arizona, Spain, Argentina and Portugal,
gifts/presents are handed out for such reasons as: birth of
children, Christmas meal, including a draw for prizes, and
Christmas hampers. In Portugal, meanwhile, gifts are also
provided to children aged under 12, along with an Easter
present.

In Arizona, other festivities are celebrated, such as Easter,
Children’s Day, with cinema tickets and snacks for emplo-
yees' children. In Argentina, women are given a gift on “Wo-
men’'s Day’, a rose on “Spring Day’, in addition to subsidies
for external courses.

The Czech Republic has in place a system of rewards for
employees’ “Improvement Ideas”, while Gonvarri Barcelona
offers a subscription to a show ticket platform, providing
discounts for all employees wishing to buy theatre tickets,
and petrol vouchers are also offered once a year.

In Mexico, social benefits are covered by the “Employee
Social Provision Plan’, which includes benefits related with
such aspects as. food vouchers; major medical expenditu-
re insurance; savings funds; maternity/paternity benefits
in kind; bursaries; minor medical expenditure insurance;
personal accident insurance; life insurance; marrioge and
death grants.

Colombia has the "Employment Welfare Plan’, which inclu-
des numerous initiatives based on employee needs and
motivations, implemented jointly with the Family Compen-
sation Scheme. The plan stages activities focused on psy-
chological and family well-being, health and training.

In Germany there is the so-called health bonus, paid to
employees who suffer no sickness each quarter, and the
childbirth bonus for each baby born.



Next steps ...

Over the coming years we will
continue to register progress
with the "Growing Together”
project and the various impro-
vement initiatives, including in
particular:

Presentation of the Equali-
ty Plan for the Madrid offi-
ce.

Launch over the intranet of
the "Employee Benefits
Club”, providing a series of
offers based on employee
needs and requirements
linked to savings, free time
and volunteering, sports
events and a full range of
services of interest.

Self-learning culture,
combining values, practical
experience in organisatio-
nal processes for proactive
professionals, who not only
apply their own knowledge
and skills in their daily work,
but also encourage others
to take part and train up.

Implementation of a lear-
ning methodology seg-
mented into small blocks of
content/modules:  "Micro-
learning”.

“Gonvarri Executive Com-
mitte” training programme
for members of the execu-
tive committee, corporate
directors and plant mana-
gers, to excel in their cu-
rrent role,
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Communication and

dialogue with employees
DMA

» Representation and dialogue with employees

G4-11 and G4-HR4

In order to provide an appropriate structure for labour relations, the company
has in place collective agreements or equivalent specific arrangements go-
verning aspects connected with Human Resource management. They set
out the rights and obligations of professional staff in accordance with local
requirements and laws.

* 69% of all employees are covered by “sectoral collective agreements or
similar arrangements” in accordance with local practice, customs and le-
gislation. The table below indicates the local percentage of employees
covered by this type of agreement:

Country
Germany
Argentina
Brazil 100%
Spain 100%
Mexico
Portugal
uk 100%
0 20 40 60 80 100

% OFf covered employees

e Inthe USA and the Czech, this formula is replaced with a Handbook co-
vering 100% of employees, corresponding to 5% of the total workforce,

The Handbook is a quide setting out employment conditions, indicating
behavioural standards in accordance with the context and local legal re-
quirements, stating the rights and duties of employees in aspects con-
nected with recruitment processes, working hours, absence, salaries,
social benefits, leave, etc,

e Local employment regulations apply in all other countries, and corres-
pond to the remaining 26%.

Meanwhile, some factories have obligations and references in place, such as
the Internal Agreement and Company Compact in Spain, Union Pay Negotia-
tion in the UK,

No significant suppliers or centres have been identified where freedom of as-
sociation and the right to benefit from collective agreements could be infrin-
ged or threatened, at the facilities in operation. (G4-HR4).
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Communication
G4-LA4

Internal

The internal Gonvarri Steel Services communication model
corresponds to the needs of a multinational team used to
periodic deployment. Among others, we would emphasise:

Leading the Change

The corporate intranet “Leading the Change” helps to
promote dialogue between management and all emplo-
yees through a social network with applications to share/
acquire information and knowledge, along with the develo-
pment of teamuwork and pride in belonging.

During the 2016 financial year, the Internet had 1,517 visi-
tors, and 746,129 page views.

At the end of the year, the Leading the Change app was
updated and renewed for iPhone, iPad and Android sys-
tems, to be launched in January 2017. This new update
includes a full technological renewal and improved perfor-
mance offer faster browsing, and interface redesign with
a more visual and intuitive appearance, allowing for the
inclusion of more information and both public and private
capabilities,

Meetings with the CEO

Another internal communication initiative takes the form
of meetings between the CEO and all employees, so as to
respond to their concerns and communicate key aspects
of the company's strateqy,

Gonvarri Steel Services
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Gonvarri Production System (SPG)

SPG has been gradually implemented at the plants, as
it helps to achieve objectives, increase competitiveness
and the continuous improvement of processes.

SPG aims to eliminate operational inefficiencies (de-
fects, over-production, unproductive movements, unne-
cessary processes, etc.) through a series of technical
improvements leading to excellence.

Headed by a group of SPG Coordinators, all employees
are invited to participate and to contribute ideas which
will help optimise processes, facilitate work and increa-
se performance. These ideas are evaluated, and the
most significant also receive rewards.

Below are summarised the main results for 2016:

— Approx. 2,800 employees
took partin SPG actions.

22,194 man-hours of
SPG training.

—— 700 workshops conducted
(55, LO, STDW, SMED, VSM, TPM, CTP.).

364 GRP (Problem Resolution Groups)
initiated.

4,529 Improvement Ideas

Operational changes

Although there is no formal procedure in place esta-
blishing minimum prior notice period for announcing
operational changes to all employees, in the event of
any modification or major development, the CEO pro-
ceeds to inform employees by email. (G4-LA4)



*

External

Relevant issues are published via the website and me-
dia (press, radio, etc.).

The Gonvarri Steel Services website also features is-
sues connected with sustainability, such as the Report,
the Code of Ethics and Conduct, general information
about corporate culture. In 2016, the website was visi-
ted 148,652 times, with 340,078 page use and a total
of 79,917 users, including 52.5% new visitors.

In late 2015 the "Emotional Driving” website was de-
signed, to support the project and include all the initiati-
ves (web series, book, etc.). The website was fully ope-
rational by 2016, and was visited by a total of 6,229
users, with 23,065 page views.

The company also has in place various social media
channels (Twitter, LinkedIn, YouTube, etc), intended to
establish more agile and fluid dialogue with its stakehol-
ders.

4
A
AR e

149,652
Number of visits
to Gonvarri Steel
Services website

1,183
Number of
Twitter followers
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1,517

Number of visits to
LtC intranet

5,953
Number of Linkedin
followers
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Social Dimension

Health and Safety

Management

focus
DMA

The Gonvarri Steel Services model
is based on integrated prevention
in accordonce with the Health and
Safety Policy and the Code of
Ethics and Conduct, compliance
with both of which is mandatory,
and which apply to all company
professionals.

Health and safety management is
organised in accordance with gui-
delines established in the corpo-
rate policies and systems, which
in turn comply with standard OH-
SAS 18001. The Management
Systems of the plants are derived
from the transposition of these
systems and their transfer to the
Manuals, Procedures and Instruc-
tions that are mandatory for com-
plionce by all employees. They
govern all the management tools,
including: management and conti-
NUOUS improvement programmes,
worker qualifications, handling of
accidents and incidents, and the
execution of periodic inspections.

Gonvarri Steel Services
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MATERIAL ISSUES CONTENT

» [Management focus

» Health and safety organisation

» Training and awareness-raising
Health&Safety at work » Communication

» Qccupational health: healthy lifestyles

» Tracking indicators

» (Conclusions and aspects for improvement

80% of facilities in operation are certified under this standard by an accre-
dited body. Certification is pending at the Laser Automotive Barcelona and
Hiasa and Gonvauto Asturias plants, and the recently opened Laser Auto-
motive Brandenburg and Gonvarri Czech.

Gonvarri performs precise and reqular monitoring of the health and safety
conditions of its operations, so as to be able to improve its management
through the swift detection of possible incidents. A number of programmes
have been developed to this end, as summarised below:

The "One Step Forward” programme was founded in 2011, with the aim of
underpinning the culture of awareness and integrated prevention, going be-
yond compliance with legal requirements to provide safe working environ-
ments, by coordinating safety in accordance with the following principles:

Preeminence
Globality

- Integration
Proactivity

Consistency Immediacy




Meanwhile, in order to supplement these initiatives, the “10 Golden Rules”
were defined, as the basic and mandatory milestones, established under the
principle that "unsafe behaviour cannot be permitted in any way’, where it
could have consequences for an employee’s own safety or that of their co-
lleagues, requiring that the instructions set out by the company be scrupu-

lously complied with.

In 2017, Gonvarri launched the “Doing Well by Doing Safe” safety plan, with

the mission of putting in place a risk prevention culture with its own identity,
with Safety taking centre stage. Our culture will need to focus on the concept
of "Shared Safety”, by means of which we ensure that employees themselves
convey this value to their colleagues. A series of measures will be deployed to
this end, promoting the integration of safety at every level of the organisation.

Doing well by doing Good

"Doing Well by Doing Safe” aims to convey that Gonvarri can only act well if
it does so by taking into account Safety, and that the only way to operate is
by bearing in mind prevention of the risks that we face both in the activities
performed by workers, and in every decision that is taken, every project or new

job planned, supervised or undertaken.,

Control mechanisms

To evaluate compliance with all the obligations and
quidelines established as regards Health and Safety,
“Internal Audits” are conducted, to verify complian-
ce with international and corporate standards on the
part of all the Group's plants.

Reports were issued for all the plants as a result of the
audits. These reports set out Non-Conformities, and
numerous Observations and Opportunities for Impro-
vement, specified for each Management System, with
a view to continuous improvement. At those plants
that do not yet have certification under standard OH-
SAS 18001, diagnosis or system pre-audit reports
were produced. Meanwhile, at many plants reports
were issued on working conditions and possible im-
provements to the facilities.

This year saw the start of a cross-inspection process
known as the "Safety Safari’, in response to the opi-
nions by Health and Safety Supervisors at the plants
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cleanliness

Risks entailed

Observance of
the Safety
instructions

and use of PPE

Express

authorisal tion

cutting

Advance task Responsibility

during equipment.
Occurrence reset
reporting

In the field of awareness-rai-
sing, particular mention should
be made of the initigtive at
Steel & Alloy UK, which orga-
nised a successful event in the
field of Health and Safety, invol-
ving all its employees through
games, social materials and @
team test, to gauge their prior
knowledge of the "10 Golden
Rules”.

themselves as to the most objective and comprehen-
sive possible detection of possible accident and in-
cident points. The aim is to take advantage of their
knowledge and experience regarding good practice
and unsafe acts, and to pass this knowledge on to
other facilities, enriching and enhancing management
in both cases.

The first inspection was performed between the Fe-
rrodisa (Valencia) and Gonvarri Tarragona plants. Both
inspection days prove highly productive, and a real
success in detecting points for improvement.

Periodically (whenever necessary), there is an update
to the "Occupational Risk Assessment’, which iden-
tifies and quantifies the various risks to which workers
are exposed. In 2016, 11 jobs and 131 workers expo-
sed to such risks were identified at Gonvarri Colombia.
None of the risks identified caused any professional
ilness. (G4-LA7).
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Health and safety organisation

DMA

Our organisational culture does
not accept risks as an inevita-
ble circumstance of our work, and
demands exemplary performance
from each and every member. This
culture must focus on fostering
positive habits and behaviours,
consultation and participation by
all colleagues for continuous impro-
vement, ZERO tolerance of impru-
dence, recklessness or any type of
breach in general,

As a result, our management
model involves all those with
responsibility in the line of com-
mand, with planned management
bearing ultimate responsibility for
monitoring the health and safety
plans and programmes.

Responsibilities and functions
as regards health and safety are
integrated within the organisatio-
nal structure, while decision-ma-
king always takes into account
protection of the health and safe-
ty of workers.

Gonvarri Steel Services
Sustainability Report 2016

Each plant has workers designa-
ted to administer health and sa-
fety, with higher-level training in
this regard.

Depending on the size and re-
quirements of the plant, they are
either exclusively responsible for
occupational health and tasks,
or otherwise share such duties
with others in the field of Human
Resources, Quality and/or Envi-
ronment. Meanwhile, the task of
monitoring and overseeing the
health of workers in terms of their
exposure to risks at their respec-
tive workstations is outsourced
in most cases, drawing on various
medical services in accordance
with the provisions of the local
legislation in this regard.

To ensure appropriate awareness,
the “Shared Safety” concept is
established from senior mana-
gement downuwards, demanding
not only self-protection and com-
pliance with internal requlations,
but also care for the surrounding
environment and the safety of
colleagues.

Furthermore, all facilities have
defined emergency/adaptation
plans in accordance with their ac-
tivity, their size and their context.

Emergency drills are staged every
year to ensure that we are pre-
pared for any possible incidents
that could occur, such as fires or
spillages, rescues at height and
evacuations.
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CPR training

This year, Gonvauto Navarra delivered a new edition of the course in the use of the defibrillator as part of
the “Lifeqguard” Project.

We believe itis very important that any employee witnessing an emergency situation should know how to
act and play their part in the chain of survival, since the first link is almost never a member of medical staff.

The course includes both theoretical and practical training, with employees using a defibrillator in
simulations on adult, child and baby models.

Prevention and flexibility

Gonvarri Steel Services is a company that is constantly growing and im-
proving. The Health and Safety area is therefore actively involved in the
definition of safety requirements at the new production lines, and also new
factories, incorporating safety requirements from the initial conceptual
phase, in accordance with corporate Technical Specifications, and adopting
a principle of integrated and positive safety.

Gonvarri Steel Services
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Training and awareness-raising

Troining and awareness-raising are a fundamental
part of our safety culture. The organisation has iden-
tified the training needs applicable to each post to ensure
that the workers performing them can complete a full trai-
ning pathway, guaranteeing that they have comprehensi-
ve knowledge of the post. This pathway must be updated
every three years.

Before they join the company or transfer to a new job,
all workers and temp agency staff receive training in risk
prevention in accordance with their category functions,
to make them familiar with their duties and responsibili-
ties in this regard. A period of practical training is also
scheduled for them, lasting 4 months and coordinated
by a tutor, who will ultimately issue them with a certifi-
cate as to their acquisition and effective application of
the content.

Those workers performing special jobs (driving forklift
trucks, basket lifts, lifting platforms and gantry cra-
ne operation, work at height, work in confined spaces,
maintenance work within production lines, electrical

Gonvarri Tarragona

promoted the competition “What | Saw" with the aim
of fostering occupational risk prevention.

The competition is open to employees, who submit
photos taken during the summer, featuring workers
who are in breach of safety standards, placing their
lives in danger. A prize is awarded in the competition.

"The place where mummy and daddy
work safely”.

Gonvarri Steel Services
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work) require specific authorisation in accordance with
special skills and training to perform such activities,

As aresult, health and safety training is vital to promote
safe behaviour and avoid accidents. In 2016, 32,352
hours of health and safety training were delivered,
some 10.7 hours per employee.

For some years now, GSS has been involved in safety
auwareness-raising not only among employees, but also
their Families, through such initiatives as: quided tours,
drawing competitions for youngsters, a range of family
activity days, etc.

Gonvarri Colombia

staged an awareness-raising campaign in “Caring
for hands’, as a fundamental instrument in perfor-
ming daily occupational and personal activities, in-
volving 325 employees.

The company had various activities focused on em-
ployees identifying the risks associated with hand-
ling tools, establishing the reasons why accidents
occur, acknowledging the importance of hands in
their life, through practical classes, games and group
dynamics.

Upon completing the activity, the workers left mes-
sages about tool use on a board, with the aim of
making an impact on their colleagues. It should be
pointed out that 99.02% of employees obtained
excellent results in the written assessment of the
training.
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n v familia
Vena olg Jornfa»ala_ de
Puertas abiertas
para que conozed el gron trabajo que realizamos

Sabado 17 de septiembre

.....

Hiasa

staged its first “Open Day"” in Sep-
tember, attended by around 300
people.

Guests and relatives had the chan-
ce tovisit the plant on board a tou-
rist train, with groups of 45 being
taken on a tour of the facilities, to
explain the details of the industrial
operations.

The youngest visitors were also
treated to a number of fun acti-
vities (storytelling, painting, etc.)
and made drawings about safety
at Hiasa under the title “The pla-

ce where mummy and daddy work GOﬂVGI'I'I BUFQOS

safely” launched the campaign "Your Posture Matters’, with
the aim of helping to avoid muscular and skeletal disor-
ders through Ergonomic Risk Prevention, and specifica-
lly practical ergonomics.

The campaign is headed by professional physiothera-
pists and is adapted to all the different jobs (workshop
and office), with specific stretching exercises for the di-
fferent activities.




» New monitoring matrix

Standard OHSAS 18001, along with our own corporate requirements, de-
mands identification of the training needs applicable to each post at the
plant, indicating whether they are mandatory or recommended for the job
in question, and establishing the training required in the case of a change of
job, as well as the training obligations established yearly for each individual

worker,

This training is essential, among others, to minimise the risks identified in In order to underpin aware-
the Risk Assessments for the different jobs, by means of the specific appli- ness-raising in the Ffield of
cable actions. They must furthermore be linked to Safety Instructions, safety, in 2016 as part of the
In order to improve training and skills development, to standardise common ‘Safety Tips" project, S inte-
processes (forklift drivers, maintenance, etc) and to improve the monito- ractive videos were designed,
ring and measurement training activities, a new "Training baggage needs providing a straightforward
identification and monitoring matrix” has been defined. and dynamic presentation of

The matrix can automatically detect the traceability of a situation on the — |EGssielslyleiiSiS eiV(elV (e IS KelpE
part of each employee, using a colour scale (green, amber and red) indica- dards with regard to the most
ting the level of compliance, and the deadlines established for conclusion of common risks detected at our

the process. plants, adopting in all cases

This in turn allows us to fulfil the corporate requirement to recycle the infor- the behavioural guideline of

mation every three years, making it essential to have appropriate oversight "STOP-THINK-ACT",

and monitoring in place for each worker.
Distribution of the videos is

T 0 - scheduled for 2017,

e am - . Using the “Safety Tips” pro-

= - ject, a set of 9 information

videos will gradually be laun-
I".:-,:.__ _ ? game, allowing workers to take
\
4*
Q= ' ' e sy Workers will therefore have full

; ched each month, adopting
4 S . \ & - . ' the approach of an interactive
part and really feel themselves
at the heart of this initiative,
1.000 dias SPG . e access to the videos from their
000 (sacios ' e e : mobiles, using the LTC app.
By Gonvarri Steel Services
2016/ 2018.:.::
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Communication
G4-LA5

Parte Il

Contenidos bdsicos

especificos

onvarri Steel Services has established various channels of communication to facilitate a two-way flow, allowing for
direct participation and information on the part of all in-house and external staff as regards health and safety issues.

This climate of risk prevention is continuously conveyed
from top to bottom, and is led, promoted and fostered
by senior management at each company, distributed
and trickled down by Managers, and deployed and mo-
nitored at each plant by the Supervisors.

At each plant, Management meet up each month with
the Executive Committee, to monitor the System (Pro-
grammes, Plans, etc.) and to prioritise the most signi-
ficant aspects, in @ swift, transparent and integrated
manner,

In accordonce with the characteristics and culture of
each country, periodic monitoring meetings are also
staged with the workers' representatives. For example:
in Spain, they are staged each quarter with the Health
and Safety Committee, which is @ joint body comprising
equal numbers of workers and corporate appointees.

One important aspect of communication is worker in-
formation and participation in the sphere of safety.
Among the initiatives performed, we would highlight the
following:

* Before each shift begins, a daily meeting is held be-
tween the working teams on each line and the so-ca-
lled "leader”. The aim is to discuss relevant issues
for 5 minutes, the first topic always addressed being
"Safety”. These meetings have a dual focus, covering
both information (safety messages, results of inspec-
tions, incidents occurring, etc.), and also participation
and consultation (any possible on-the-job problems,
etc.).

e The Gonvarri Production System allows the emplo-
yees to contribute what are known as “ldeas Ffor
Improvement”. Some of these ideas are connected
with improvements in the field of safety. They are all
analysed, and those that will help to minimise risk are
implemented.

This information, along with the ideas for improvement
and the safety initiatives, are compiled and analysed by
the Health and Safety Supervisor, with the results of each
plant available for consultation by all workers.

Meanwhile, quarterly Health and Safety Committee
meetings are held. The constitution and number of risk
prevention officers in Spain is established in the applica-
ble legislation (Chapter \/ of Occupational Risk Prevention
Act 31/1995). In all other countries, as this is not a le-
gal requirement, their characteristics correspond to local
needs. Inany event, one of the aims is to address aspects
connected with health and safety and to mitigate poten-
tial risks or occupational accidents for 100% of emplo-
yees. (G4-LAB).

The risk prevention officers at our plants in each country
are summarised below (G4-LAS);

COUNTRY REPRESENTATIVES

Germany 11
Argentina 11
Brazil 5
Colombia 8
Spain 45
Mexico 1e
Poland 7
Portugal 8
UK. 10
(zech Republic 8
Russia 8
Turkey 12

In the USA due to changes in staff, the Committees have not been

operational in 2016.

Gonvarri Steel Services
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n addition to direct communication, there
are other communication channels to
promote consultation and participation by
workers, such as the hazard identification
processes, the factory health and safety in-
formation panels, and weekly emails reflec-
ting on any accidents/incidents occurring
(both at each site itself and the other Group
plants), along with risk prevention measures
and training days.

On the intranet, the "Gonvarri Health and
Safety” group document manager colla-
tes and standardises policies, initiatives,
systems, indicators, technical installations
specifications, incidents occurring and all
other documentation of relevance with
regard to Occupational Health and Safety
across Gonvarri Steel Services as a whole,
over the corporate level and at the plants.

At AMG Brasil,

on International “Working Accident
VictimRemembrance” Day, awareness-
raising actions were staged to address
the problems faced by workers in the
sphere of health and safety on the job,
likewise including training for travel
to and from work, so as to increase
occupational safety risk prevention.

Likewise in Brazil, “SIPATMA" (Internal
Accident Prevention and Environment
Week) was held in November, featuring
a range of activities connected with
health and safety and the environment,
under the slogan Together for Safety:
“Take care of yourself, your family, your
team and your colleagues”. A number of
activities were staged during the week,
such as:

e (Games. Q&A session connected
with the environment, manual and
learning games regarding personal
injuries, caricatures, talent contest,
etc.

e |nformation stands: presentation
of objects made with recyclable
materials, information connected
with cigarette addiction, alcohol and
AIDS, etc,

e QOthers: presentations of health
and safety results, emergency drill,
massages for employees, photocall
podium, food activity day, etc,



Gonvauto
Puebla

to mark “World Safety Day’,
a range of activities were or-
ganised, along with talks and
workshops to increase sensi-
tivity and awareness among
employees, and to continue
developing a risk prevention
culture,

The plant was visited by “Por-
tavoz” (an association made
up of disabled people), who
used different activities to
show the difficulties faced as
a result of disability caused

by occupational accidents.
The DACI card procedure was
also explained, its aim being to
detect unsafe acts and condi-
tions within each of our pro-
cesses.

Gonvarri
Argentina

staged its “Occupational Heal-
th and Safety Day" , involving
all the staff in the following is-
sues: functions and responsibili-
ties, first aid and CPR for begin-
ners, emergency and evacuation
plan, unsafe acts and conditions,
use of personal protective equi-
pment, manual load lifting and
ergonomics, and prevention of
illness, courtesy of the plant's
medical service.

A fire extinguishing drill was also
staged, using hoses and hand-
held extinguishers in order effec-
tively to put out the blaze.
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Monitoring and
measurement of
subcontractors

For GSS, the measures and
obligations established for our
employees likewise apply to
subcontractors.

In order to ensure that befo-
re any job begins, the training,
experience and qualifications
of all subcontractors are appro-
priate, a tool is in place: CTAI-
MmA.

Its aim is coordination and do-
cument exchange with external
companies, so as to guarantee
compliance with the correspon-
ding information and supervi-
sion of requirements: contrac-
tors, subcontractors, temporary
employment agencies, carriers,
etc, in order to allow them to
access the plant on the basis of
compliance by said companies
and their workers with the ter-
ms established in our corporate
policies and in local legislation.

CTARIMA has already been im-
plemented at the facilities in
Spain/Portugal, and will gra-
duadlly be rolled out at other
plants.

Gonvarri Steel Services
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OCCUDGUO[‘]GI Gonvauto Navarra funded

the purchase of the new kit for

heqlth healthg the cycling team, comprising
||fe5tg|es e ' 11 workers from different

departments.

t Gonvarri Steel Services, we
believe that our way of life
and lifestyle are also a part of the
workplace. If we don't smoke, eat which is staged in order to

better, play sport, prevent seden- - donate the money raised to
tary work-related habits and _ ADANO  (the ‘“Association
maintain appropriate posture ' L \ Y Vel oA dren: With Cancer of

duringogrwork,thenwewill Navarre”), and the Navarre
hoveammpgctomourheolth University  Clinic ~ "Children
and well-being. Against Cancer Programme”,
Meanwhile, in  order to
supplement these activities,
a healthy diet workshop was
staged, in accordance with
the new nutritional pyramid
developed by the World Health
Organisation.

Three members of the team
took partinthe"3rdVolkswagen
Navarre Charity Bike Ride’,

We are aware that "Healthy
Companies” are more compe-
titive, people feel more satisfied,
and they also generate a posi-
tive impact, which, among other
aspects, helps to reduce health
costs.

As a result, the Human Resour-
ces Department continues to
promote sports pursuits, with the
aim of achieving healthier lifes-
tyles and encouraging sporting
values. These initiatives further-
more help to underpin teamuwork, SGK Kaluga staged a day on the theme of sport
by creating stronger bonds both and teamuwork, at the MNekrasovo recreation centre
at work and outside. A number of in Russia.

these campaigns are summarised
below: The participants took part in a range of adventure

sports activities, such as quads, carts, paintball,
etc, and at the end of the event, prizes were
awarded to the first-placed teams.

SGK Kaluga also has in place a sports project
covering aone-year duration. ltbegan
with 12 employees taking part in
a volleyball tournament, and will
continue with other competitions
involving clay pigeon shooting,
chess, football, table tennis, darts
and swimming.

Gonvarri Steel Services
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At Hiasa, some twenty workers
play on a rotating team roster, and
compete every Friday in football
matches at the Avilés ground. This
initiative is open to all those wi-
shing to take part.

Gonvarri Poland has a football
team, made up of a number of wor-
kers from the pan. The team took
part in a championship against fir-
ms in the industrial and steel sec-
tor, finishing fifth in the table, with
the best goal difference.

Gonvauto Navarra contributes
to the sponsorship of the EgUés
Equesibar Valley Football Aca-
demuy, managed by ASDEFOR,

The Academy’s main aim is to en-
courage personal as much as phy-
sical development through sport,
and to combine recreational and
competitive aspects.

At Gonvauto Puebla (Mexico), the
football team won the “Juan Carlos
Cacho” league. At the end of a
demanding 30-week season, the
team proved to be the most con-
sistent and reliable in the cham-
pionship.

Once again, Madrid was

the venue for the "8" Gonva-

rri Padel Tournaoment”, in which
8 pairings from the different cor-
porate offices competed in the
final stage of the tournament, in
three categories: Gold, Silver and
Bronze.

Gonvarri Burgos staged its "2
Charity Padel Tournament”, invol-
ving a total of 32 workers from
the plant along with a number of
volunteers, and managed to raise
1,000 euros to be donated to the
"Esparta HAssociation’, dedicated
to supporting child cancer treat-
ment, organising leisure activities
for childrenin hospital, and funding
research teams.

In Madrid, the GSS Running Team,
made 62 employees from three
countries, took part for the seventh
year running in the Madrid Company
Race. This year, the runners were
given a new shirt representing GSS.

Likewise in Madrid, 18 GSS emplo-
yees took partin the Women's Race,
with the aim of contributing to the
fight against cancer, and promoting
sport as a lifestyle. The women at
GSS Madrid also received a wrist-
band bearing the insignia: Gonvarri
Steel Services “Women of Steel”

Numerous employees likewise took
place at the "EDP Rock 'n" Roll Ma-
drid & 2016" in three categories: 10
km, 21 km and 42 km, all accompa-
nied by 22 rock groups dotted along
the route.
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Gonvauto Navarra took part in the
Company Challenge race, over a 6
km course around the fortified walls
of the Citadel of Pamplona. The em-
ployees took part both in the male
individual category and in the mixed
trios.

Ferrodisa takes part in and su-
pports various races with social pur-
poses, such as: 2™ AMUHCANMA
Race (Association of Women and
Men Affected by Cancer); 4" Con
Otra Mirada Charity Race (Espiga
Group Association and AECC Sagun-
to); the 4" City of Sagunto Moun-
tain Race, and the City of Sagunto
Xiqui Pujada Climb.

Ferrodisa and Gonvauto Galicia
also support their employees by
purchasing sports equipment and
sponsoring football and skating
clubs at which a number of the em-
ployees’ children take part, through
properly justified grants.

In this regard, other campaigns are sta-
ged to incentivise positive habits, for
example at Gonvauto Galicia, where
baskets of fruit are placed in commu-
nal areas every month, allowing 65
people to benefit from this initiative,
encouraging a healthy diet.

Gonvauto Galicia also, with the os-
sistance of the Spanish Anti-Cancer
Association, stages campaigns using
email and traditional communication
channels, including tips on how to care
for health and well-being.
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Tracking indicators
G4-LA6

£ GSS we perform comprehensive monitoring of accident-related indica-

tors, both internally and at subcontractors. Particular importance is likewi-
se given to the monitoring of “incidents” at the plants, serving to establish
risk prevention measures, and thereby to continue improving safety and the
working environment of our professionals. Monitoring and measurement of
all this information is conducted using the corporate Minerva tool, which has
access to allinformation.

In 2016 there were a total of 82 accidents with absence and 319 accidents
without absence. Compared with 2015, accidents not leading to absence,
involving internal and external staff, in addition to accidents leading to the
absence of external staff, registered a significant reduction, although there
was an increase in accidents leading to absence among internal staff. The
distribution is set out below:

ACCIDENTS WITH LEARVE  ACCIDENTS WITHOUT LEAVE

MEN WOMEeN MEen WOMEN
Own Personnel 62 2 269 5
External Personnel 18 0 45 0

Gonvarri Steel Services
Sustainability Report 2016

With regard to the notification of
minor, serious and very serious ac-
cidents and deaths occurring at the
facilities, external reporting is per-
formed in accordance with the esta-
blished reporting channels and the
obligations and deadlines defined
by the competent authority
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It should be pointed out that no
fatal accidents occurred at our
facilities in 2016. In 2016, one pro-
fessional illness was registered in
Argentina, although this was ultima-
tely rejected by the insurer, and the
average rate is therefore 0.00.

Below are detailed the accident ra-
tes suffered in each of the countries
where the company has a presence:

ACCID e ACCID 0 a
D Darsg 5

S Men Women Men Women Men Women Men Women
Germany 268 0.0 00 00 750 593 106.1 0.0
Argentina 973 0.0 00 00 365 00 0.0 00
Brazil 25 00 00 00 475 00 00 00
Colombia 2.7 0.0 177 0.0 94 00 177 00
Spain 137 0.0 3.5 0.0 874 4.7 43.7 0.0
USA 00 376 00 00 289 376 0.0 00
Mexico 0.0 0.0 120 00 124 00 0.0 0.0
Poland 90 0.0 00 00 0.0 00 0.0 00
Portugal 276 0.0 00 00 368 0.0 1076 0.0
Uk 188 00 00 00 89.2 426 00 00
Czech Republic 333 26,6 00 00 333 00 00 00
Russia 00 0.0 975 00 649 0.0 0.0 00
Turkey 124 0.0 558 0.0 53 0.0 0.0 00
TOTAL 12.37 2.68 1315 0X0]0) 53.66 6.69 32.88 0.00

Frequency rate: No. of accidents with medical leave Frequency rate: No. of accidents without medical leave
in 2016 x 1,000,000/ No. of hours worked in 2016 x 1,000,000/ No. of hours worked
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» Days lost per accident » Days lost through
The accidents registered led to a loss of 1678.5 Unplqnned Gbsence

working days, 99.3% corresponding to men, and
0.7% to women. In 2016 a total of 19,699.6 days were lost through

unplanned absence, 91% corresponding to men and

Below is detailed the average rate of days lost per 9% to women.

occupational accident and employee in 2016.
The average rate of days lost per employee per coun-

try is set out in the following table:

COUNTRY OWn PERSONNEL COUNTRY OWn PERSONNEL
Men Women Women
Germany 043 0.00 Germany 4283 0.00
Argentina 046 0.00 Argentina 3,757.2 8,5236
Brazil 0.02 0.00 Brazil 2,302.2 19280
Colombia 013 0.00 Colombia 14912 4530
Spain 061 0.00 Spain 5,733.8 2,594.7
USA 0.00 0.04 USA 912.7 376
Mexico 0.00 0.00 Mexico 6569 00
Poland 016 0.00 Poland 65,7580 9,800.0
Portugal 0.25 0.00 Portugal 6,3369 4187.2
Uk 0.22 0.00 UK. 51401 3,944.2
(zech Republic 0.25 0.29 (Czech Republic 8,7189 8937.1
Russia 010 0.00 Russia 97.3 0.00
Turkey 0.08 0.00 Turkey 780 0.00
TOTAL 034 0.02 TOTAL 32411 23474

Rate: (No. of days lost due to occupational accidents x 1,000) / No. of

) Unplanned absence includes hours lost through illness or common contin-
hours worked in 2016.

gency, medical appointments, special and official leave, late arrival or early
departure, official attendance at trade union meetings and strikes.

Gonvarri Steel Services
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Conclusions and aspects for improvement

ach quarter, the Corporate Health and Safety Director conducts the situation analysis so as to detect
those aspects for improvement that would contribute to the prevention of on-the-job accidents/inci-

dents.

Below we summarise the main conclusions for the year
2016:;

Accident rates: during the year there was a slight up-
turnin both the Frequency and the Severity Index, with
the duration of absences being greater than in the pre-
Vious year.

This change in trend forces us to develop and imple-
ment new risk prevention plans and measures, so as to
improve the working environment.

Training: as regards hours of training, they were increa-
sed compared with the previous year by around 7%, al-
though distribution is uneven across the various plants.

As aresult, in 2017 greater efforts will be dedicated to
continuous training in job performance (risks, updated
safety instructions, etc) along with the reinforcement
of accident prevention measures.

As for the commitment by senior management, inte-
gration and policy compliance, although the result is
good, a slight unevenness across the different plants
may also be seen. For example:

The monthly senior management meetings to monitor
the Management System did not in some cases achie-
ve the required frequency. In order to improve on this
aspect, the meetings will need to be documentedin the
new formats established for this purpose.

The level of incident detection in the execution of pe-
riodic inspections by supervisors, managers and de-
partmental heads, could likewise be improved at some
facilities. Emphasis will therefore need to be placed on
the need to give notice of all events and the execution
of these processes.

In some cases, the resolution period for improvement
actions needs to be swifter, as this is vital so as to pre-
vent incidents/accidents.

This requires greater encouragement of use and con-
sultation of the TOP5 as information and refresher
tools, and not simply to serve notice of accidents.

Gonvarri Steel Services
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Social Dimension

Society

MATERIAL ISSUES CONTENT

Road safety » (Management focus

Management focus
DMA, G4-LAL, G4-10 and G4-EC1

onvarri Steel Services contributes to the creation of value in the local economy through various
focuses that aim to strengthen and consolidate the business fabric in the region, such as:

» Employment created and maintained, with a figure of 548 for new hirings and a total workforce
of 3,026 employees, 97.5% of whom are of local nationality, while 90.7% have a permanent
contract. Further information is given in this regard in the People section.

» Economic value distributed (EVD), with o total of 2,371,338 thousand euros. This section in-
cludes purchases from local suppliers, which accounted for 70% of all purchases, representing
0 budget of 1,671,815.9 thousand euros, and the payment of taxes and contributions, ac-
counting for a total of 58,329 thousand euros. Further information is given in this regard under
the Economic dimension.

Meanwhile, Gonvarri Steel Services uses value creation within society as an obligation to the con-
texts within which it operates, and aims through its products and services to respond to the social
challenges faced globally,

S0 as to achieve this objective, it seeks to align social collaboration with business activity, and with
the Sustainable Development Goals (SDGs), directly engaging with the communities where it
operates, among other aspects through:

Gonvarri Steel Services
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. The development of new
products that contribute to
reduced emissions and the
mitigation of climate change.

. The commitment to road
safety has two facets: the
innovative products developed
in the field of road safety by
the Road Steel division, and
the awareness raised by the
Emotional Driving project.

. Social action and collabora-
tion with various associations.

. Membership of local industrial
associations.

. The relationship with public
authorities.

Below are summarised a number
of the most relevant initiatives un-
dertakenin 2016:;

(1) New products

Highway containment

systems

The Road Steel division is dedica-
ted to the production of highway
equipment, located at the Hio-
sa, Gonvarri Turkey and Gonvarri
Colombia plants. The division re-
searches, designs, develops, ma-
nufactures, installs and markets
carriogeway equipment products,
intended to improve the protection
of highways and minimise possi-
ble harm in the event of an impact.

The products developed include

in particular an extensive range of

vehicle containment systems,
including: metal safety barriers,
metal bridge parapets, wood and
steel gesthetic barriers, impact
attenuators, barrier terminals and
motorcyclist protection systems.

They are all characterised by their

high level of safety, validated by
and consistent with the reqgula-
tions in force, thanks to the effi-

cacy of their performance, their
permanent innovation and their

painstaking quality and durability.
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More lightweight

products

Transportation is a major emitter
of greenhouse gases, accounting
for some 25% of total CO, emis-
sions in the European Union and
the USA. (Source: IDERA).

Vehicle weight is a decisive fac-
tor in this regard, since the less
the vehicle weighs, the less fuel it
consumes, resulting in a reduction
in associated emissions.

Gonvarri Steel Services therefore
works constantly with the auto-
motive sector, adapting processes
and developing more lightweight
products through the growing
usage of aluminium and third-ge-
neration steels, all of which are
recyclable, thereby furthermore
contributing to the “Circular Eco-
nomy". The chapter on the Envi-
ronmental dimension provides fur-
ther information in this regard.




Road safety policy

Gonvarri Steel Services (GSS) is aware of the importance of developing a Road Sa-
fety Management System based on standard ISO 39001, helping to improve the
working environment of its employees and other stakeholders, with a threefold focus:

e Road Safety as a part of our commitment to
society (helping save lives).

e Road Safety with a focus on prevention, as
shown by our concern for workers and their fa-
milies, through our Emotional Driving project.

e Road Safety as a part of the business model,
through technological promotion and inno-
vation in the use of new materials to develop
more lightweight, safer and less polluting vehi-
cles, and to improve protection and road safety
mechanisms on our highways.

Gonvarri Steel Services therefore establishes the
following principles that make up its Road Safety
Policy:

¢ Define, implement and communicate the Road Sa-
fety Management System, based on continuous
improvement through annual objectives and
goals, to be specified in the "Road Safety Action
Plan”,

¢ Deploy the mechanisms required to minimise the
probability of occurrence of accidents that could
affect the physical, mental and social integrity of
staff, subcontractors, the community and/or envi-
ronment, in all their journeys, taking into account
the risks associated with their activities,

Gonvarri Steel Services
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Understand, update and disseminate the applica-
ble legislation, with a firm commitment to comply
with the requirements established in the field of
road safety,

Promote sustainable mobility, through appropriate
vehicle usage, encouragement of collective public
transportation and transport with little or no im-
pact.

Foster communication and participation by em-
ployees and other stakeholders to achieve safer
driving, through the Emotional Driving project.

Ensure that all staff and subcontractors have ac-
cess to detailed safety instructions for their tra-
vel, both in the usage and maintenance of their
own or third-party vehicles, and access to safe,
signposted parking areas and access routes at all
operational sites.

Collaborate with other national and international
bodies so as to encourage the exchange of know-
how, training and good practices.

Allocate the resources required in order to fulfil
this policy and the management system.

Madrid, december 1, 2016.

Josu Calvo
CEO Gonvarri Steel Services
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@ Road Safety

Commitment to road safety

Hccording to the study conducted in 2015, it is estimated that our employees make more the 5 million journeys
a year, most by car. 78% use their car for at least two journeys per day, to go to and from work, while of the
remaining percentage, most of them use public transport.

Gonvarri Steel Services, aware of the importance of these matters for employees and colleagues as a group,
approved and presented its “Road Safety Policy’, applicable to all sites in Spain, along with the Manual in de-
velopment of the SGSV Road Safety Management System, in accordance with standard ISO 39001.201°2,
which will be gradually implemented.

The SGSV system will include monitoring of KPIs to measure incidents and accidents, training and awareness-rai-
sing, along with other initiatives to achieve a dynamic approach and help reduce traffic accidents. Meanwhile, wi-
thin the context of the Emotional Driving Project, numerous activities were undertaken, as summarised below:
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Emotional Driving

Gonvarri Steel Services set up the Emotional Driving project in 2014, with
the aim of fostering a road safety culture. As an agent involved in the auto-
motive sector, one of its responsibilities is to work to minimise negative

impacts in the event of accident. ¢ a
To this end, it has for two years now dedicated efforts to the 6 0. ,Qn

programme, designed to motivate safer driving, through positive,

approachable and emotive messages. The first stakeholder group r I V I n
addressed was the company workforce (the key ambassadors for the

project), and it has subsequently been extended to other groups, such as By Gonvarri Steel Services
customers, suppliers, institutions, etc. 2016/ 2018 .::.:

In order to reach out to all these groups, Gonvarri Steel Services signed a ®oo .°°o°:=.0.s

partnership agreement with AESLEME (the Association for Spine Injury .. 0%,
Studies), which was given the task of underpinning the emotional aspect
of the project, through personal accounts by its members, which are both
realistic and positive, along with the Mapfre Foundation, which uses its
road safety experience to strengthen our commitment, with partnerships
covering various initiatives.

Since the project was founded, a number of actions have been undertaken,
combining experiential elements (days with driving simulators), learning
courses (road safety courses), and the use of different formats and com-
munication channels (newsletter, intranet, working parties, audiovisual
materials, etc). The "Emotional Driving Challenge” was also set up, as
a collaborative venture among different users, inviting them to act as am-
bassadors for the project, spreading its positive messages connected with
safe driving.

As mentioned in the 2015 report, over the course of 2016 the objectives
set for the project were fulfilled and surpassed, allowing Emotional Driving
to take on an international dimension.
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Below are listed the main initiatives staged during the year:

Emotional Driving Book

The first major milestone of the
year was publication of the book
"Emotional Driving: Reflections
to understand road safety with
optimism’, comprising experiences
and reflections by experts in road
safety. The book was published in
Spanish and English, although it
has now been translated into other
longuages, such as Portuguese,
Russian and German. Thanks to the
widespread distribution of the book,
in June it was presented at the Ma-
drid Book Fair, where a talk was also
given on "Innovation to Avoid Acci-
dents”, presented by Josu Calvo, CEO
of Gonvarri Steel Servi-
ces, Mar Cogollos, Di-

rector of AESLEME,

and other authors of
the book.

To coincide with the publi-
cation of the Emotional Dri-
ving Book, there was an update
to the website www.emotionaldri-
ving.com, which houses all the infor-
mation concerning the Emotional
Driving programme, with content
shared via social media..

Webserie

Meanuwhile, in order to give the pro-
ject greater momentum and a more
complete and realistic experience,
a web series was set up, created
using content from the book.

The web series comprises four
chapters, "Experience”, "Life", "At-
titude”, “"Help”, starring four of the
book's authors. They all tell their
own stories of overcoming challen-
ges after suffering a traffic accident,
from a positive perspective.
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Mobile application

The release of the Emational Driving
Mobile App was an important step
towards reaching and facilitating
information to a greater amount of
stakeholders.

This App is ovailable both for i0S
and Android operating systems.
Both in the website and the mobi-
le App users can find content such
as the book, the project introducing
video and links to the different so-
cial networks that the program has
presence on; Facebook, Tuwitter,
Linkedln and YouTube.

Fotograma del capitulo “Auuda” de la webserie de Emotional Driving.
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Emotional Driving
Book Challenge

As a result of all the above, in or-
der to extend the project interna-
tionally the Emotional Driving
Challenge was set up, to distri-
bute the range of content already
included within the programme via
social media.

This involved setting up a platform
where the Emotional Driving con-
tent to be distributed was posted,
allowing the employees at the di-
fferent granite plants around the
world then to publish and share it
Wwith their contacts.

To perform these activities, con-
tent was uploaded to Facebook,

Twitter and LinkedIn. By the end of on iimend u Clbieis Cars o Me gusta
the competition, 86,348 actions . AT
i i i i ol .'Q’. Aabing
had been achieved in social media, B i e Bt it
JH“.::‘H;:;-:MP“’C. i Fogr Diweciin Gans
M e Lt
l»:-u-u l-m..m" . :T"‘""‘"ﬁh "o " e M gt
I Dt Cugy, . g
S el g 3 Py p ';m”,;n : i
T Mg - o
L. ""-';"':II:..I.F.»- Py
st amn L= - Liks o
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Internationalisation —

Continuing with the internationalisation of the programme, in June and October 2016 Emotional Driving crossed
national borders to implement its philosophy at the Gonvauto Thuringen (Germany) and Gonvarri Portugal
plants. Among the ratings given to the two days, 96% of attendees mentioned that Emotional Driving really helps
to encourage road safety. 98% registered between moderate and very high overall satisfaction with the initiative,
while 77% stated that they had discussed the event with their family and/or friends. Meanwhile, it was extrapola-
ted from the assessments that 56% of attendees were more cautious after the event than before.

Volunteering

Combining all the actions that were being staged within the Emotional Driving programme, Gonvarri Steel Services
undertook a volunteering initiative with the John XXIIl Roncalli Foundation, accompanying disabled children as
they enjoyed a road safety day at the Mapfre Foundation’s mobile park. Another contribution was made on 20
November, by paying tribute to traffic accident victims, while an online road safety awareness video was produced
on the theme of Emotional Driving, inviting users to leave a message about What motivates you to drive safely?
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Video: road safety is for kids too

To drow the year to a close, and as a taster for what is to come in 2017, Emotional Driving launched its Christ-
mas campaign based on "Road safety is for kids too”, A video was recorded to this end involving the children of

employees, in which the kids became their own parents’ advisers, encouraging them to drive safely. This was
distributed as summarised below:

80,000 26,000
@ Visualizations @ Tweets impressions 351 |
231,933 473,913 Impressions

‘ﬁcgao@{" People reached yrve®  People reached UpeoS

@ Social Action

The different Gonvarri Steel Services factories staged numerous activities in 2016 involving social action, both
internally and with the communities where the company operates. These initiatives are connected with caring for
health, awareness-raising as to healthy lifestyles, encouragement of sport among both employees and their relati-
ves, care for biodiversity, internal and external training, as well as both monetary and in-kind donations.

The distribution of the various initiatives is summarised in the enclosed graphic:

QS
\0

E/?y/
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These activities are detailed below:

Corporate initiatives

Road Safety

Gonvarri - Steel  Services Madrid
arranged a partnership with the
John XXIIl Roncalli Foundation, @
road safety awareness day for 21
students with mental disabilities.
The students were accompanied
on a trip to the Mapfre Foundation
Children’s Traffic Park, where they
had the chance to learn about and
enjoy the different roles that people
can play on a public road.

\Various road safety initiatives were
likewise undertaken with the AES-
LEME Foundation. These actions
are covered in depth in the Emotio-
nal Driving section.

Education

Gonvarri organised a volunteering
day with the John XXIII Roncalli
Foundation, at which employees
gave classes about how to access
the labour market, how to approach
job interviews, and how to use so-
cial medio to look for work. These
closses were given by employees
from the human resources and IT
systems areq, for 80 students of the
foundation.

Meanwhile, during the summer sea-
son employees’ children were given
the chance to attend a city camp
to encourage integration with the
foundation's students. The activi-
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ties on offer at the camp included
tending to an allotment, taking part
in treasure hunts, as well as handi-
crafts workshops.

Gonvarri Steel Services likewise
supported the LODVI (What Rea-
lly Matters) Foundation through a
range of congresses covering ethi-
cal, humane and cultural values de-
livered in a number of Spanish cities,
and intended for pre-university stu-
dents.

Meanwhile, in partnership with the
foundation an online course was
launched in late 2016 addressing
the values of "Effort and Enter-
prise’, delivered by Foundation
speakers including Toni Nadal and
Jorge Font, who use their experien-
ces as an example of how these va-
lues can serve to face up to different
challenges.

Lastly, the company purchased the
books published by the LQDVI foun-
dation to mark its 10th anniversary,
and intended for young readers.
The books are based on famous
speakers with considerable expe-
rience in promoting values, with the
aim of conveying these ideas to the
youngest members of society in a
fun way.

Local initiatives

Health, sport and

well-being

Gonvarri Steel Services believes
that healthy lifestyles are essen-
tial for its employees’ health. In
many cases the initiatives have a
twofold objective, since they are
also an important lever to raise
funds for some social purpose. A
number of examples are summari-
sed below:

Ferrodisa took place in the 2nd
AMUHCANMA  Race (organised
by the Association of Women and
Men Affected by Cancer); 4th Con
Otra Mirada Charity Race (Espi-
ga Group Association and ARECC
Sagunto); the 4th

City of Sagunto Mountain Race,
and the City of Sagunto Xiqui Pu-
jada Climb.

Steel & Alloy, meanwhile, suppor-
ted sporting initigtives, purchasing
trophies to help combat cancer
through the Cancer Support Cen-
tre, and to fight cystic fibrosis,
through the Cystic Fibrosis Foun-
dation.

Gonvarri Burgos held its 2Znd
Charity Padel Tournament which
managed to raise 1,000 euros, do-
nated to the Esparta Association,
which focuses, among other initia-
tives, on supporting treatment for
childhood cancer.



AMG Campinas took part in @
programme to sponsor taekwon-
do classes for S0 underprivileged
children, on the express condition
that they attend school.

eldoso
SR [ i |

= e HElRJOT

AMG Parand supported a project
to assist with health treatments
for children and teenagers at the
Pequefio Principe Hospital, to pur-
chase the materials needed for
their treatments.

The plant likewise supported ano-
ther initiative on behalf of older
people, allowing them to enjoy
outstanding care, rehabilitation
and well-being, along with access
to high-cost health services, such
as cancer treatments.

In Madrid, 18 female employees
took part in the "Women's Race”,
to combat cancer and promote
sport as a lifestyle.
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Gonvauto Iberia took part as a
sponsor of the fourth edition of the
"Desconnecta por el Autismo” fun
run organised by the Istea Asso-
ciation (Social Integration of Autism
Spectrum Disorder) in Castelldefels.

The aim s the social development of
both children and adults, as well as
all other staff, whether or not they
belong to the Association, and who
wanted to do their bit,

At Gonvarri Colombia we would hi-
ghlight the following initiatives:

e Psychologist available to assist
employees and their relatives
wishing to receive psychological
advice, for the well-being, health
and integrated development of
workers and their loved ones,

e Annual activities involving spou-
ses and children. The aim is to
cement manual and motor skills
among children, while teaching
their mothers a trade, so that they
can make a contribution to hou-
sehold income. In total, 26 atten-
dees benefited.

Motivation and support workshops
are also offered for plant staff who
have retired or taken early retire-
ment. In total, 20 attendees bene-
fited.
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Donations

The Gonvarri Steel Services facto-
ries undertake a range of activities
and initiatives of different kinds. This
allows the company to ensure that
its aid reaches out to more projects,
and so more people.

Food

Gonvarri South Carolina collected
tinned food for families in the region
unable to fulfil their basic needs,
through the “Food Pantry, Mt. Edna
Baptist”. All the employees took part
in the initiative, and managed to
help out 60 people.

Ferrodisa, meanwhile, donated the
equivalent of 400 kg of food to help
families who have seen their inco-
me reduced in the town of Sagunto.
Thanks to this initiative, some 550
families are estimated to have be-
nefited.
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Gonvauto Galicia donated 720
kilograms of non-perishable foods-
tuffs to the food bank campaign in-
tended for single parents subject to
special protection,

Steel & Alloy was also present in
the staging of a lunch promoted by
the Charity Air Ambulance associa-
tion, involving members of staff du-
ring their free time.

Gonvarri Colombia supported the
staging of a Family Day at a nearby
educational institution, donating
food to benefit 400 people.

HIASA works together with the
Asturias Food Bank Foundation to
collect non-perishable foodstuffs to
be donated to a number of different
causes, such as charitable, social
and care centres.

AMG Campinas staged an internal
campaign among its employees to
collect food which was then dona-
ted to foundations in the Sumaré
region who help people with drug
addiction.

Other (Furniture, roads, tous,
bottle caps, etc.)

The Hiasa, Ferrodisa, Gonvarri
Barcelona, Gonvarri Tarragona
and Gonvarri Portugal factories
have lent their support to the project
to collect bottle caps to help children
with serious health problems.

Gonvarri Portugal and Gonvarri
Colombia made donations to the
associations "Mininios de Ouro” and
FEDECOBAN (Grassroots Founda-
tion of the Black Communities of An-
tioquia), respectively, giving unused
office furniture to assist in the inte-
grated and intellectual development
of children and youngsters.

Gonvauto Galicia donated a total
2,710 kilos of clothing and toys to
assist  single-parent families and
those receiving special protection.

Gonvarri Barcelona collected and
donated clothing and toys for chil-
dren.

The employees of Gonvarri South
Caroling, took part in the Salvation
Army Angel Tree Program, purcha-
sing toys for underprivileged chil-
dren at Thanksgiving and Christmas.



Economic Donations

Gonvarri Argentina conducted an
internal charity campaign to raise
funds for the son of an employee
diagnosed with West's syndrome.
The employees decided to help the
family out by setting up a collection
box in communal areas to raise mo-
neu.

Steel & Alloy staged an internal
raffle of all the gifts received at
Christmas, with the money raised
through the staff's ticket purchases
being donated to the Action Heart
charity, as well as Macmillan Cancer
Support.

Ferrodisa also made o donation to
the Valencia Charity Association,
which is responsible for providing
shelter for homeless people, running
two free nursery schools, a social
kitchen and other projects.

Environment

In addition to the measures taken
daily during production processes,
the factories stage a range of initia-
tives, including in particular:

Over the course of 2016 Gonvau-
to Galicia and Gonvauto Puebla
undertook projects to protect the
environment and fight climate chan-
ge. Gonvauto Galicia launched its
"Car Sharing” initiative, with the aim
of incentivising the practice among
employees, thereby minimising CO2
emissions caused by transportation.
Special parking spaces have been
set up for users of the scheme,

Gonvauto Pueblais working to pre-
serve the Izta Popo National Park,
Mexico's longest-standing protec-
ted area, by means of economic su-
pport to help with conservation.

Timber and uncontaminated was-
tage has also been donated for the
restoration and establishment of
storage areas and recreational spa-
ces for the animals at the Africam
Safari zoo.
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Culture

The Gonvarri Steel Services facto-
ries engage in social initiatives with
the communities where they are
present. These activities are based
on local needs and requirements, in-
cluding such examples as:

AMG Campinas has a partners-
hip with Belgo Beckaert to develop
a project in the region addressing
cultural promotion among children
and adults, This involved free thea-
tre shows staged in the months of
October and November. The initia-
tive is calculated to have benefited
1,523 people.

AMG Parand sponsored the "A Con-
cert for Life" cultural project, with
the aim of popularising classical mu-
sic, and providing access to arts and
culture. The scheme involved 18
concerts to liven up the atmosphe-
re at the Pequeno Principe Hospital.
15 groups from Parand took part,
sharing their music with children,
teenagers, families and employees
at the hospital,

Gonvarri Turkey staged a skittles
tournament as part of the Team
Sensibility project, with the groups
being organised by workers at the
different departments.
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As for development initiatives and programs involving the local community, various projects are undertaken, to a
greater or lesser degree, at 15 of our factories and at head office (46%) (G4-S01).

Gonvarri Steel Services did not identify any significant, real or potential negative impacts on the local community
as a result of our facilities (G4-5S02), nor did it receive or file any grievances about social impacts during the year
(G4-S011).

@ Membership of associations

Involvement in associations and bodies is important, as it allows the company to keep abreast of trends, take
part in consultations, studies and working groups in the sector, and help establish a reference framework. In-
dustrial organisations and other associations are detailed under indicator G4-16.

@ Local collaboration with public authorities (c4-sos)

Gonvarri Steel Services collaborates with public bodies on a disinterested basis, establishing relationships
with regional and local authorities with complete transparency, following the guidelines established by the
Code of Ethics, taking part in forums and events organised by them. A number of examples are summarised
below:
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Gonvarri  Burgos collaborated
with the Provincial Health and Sa-
fety Commission of the regional
working party of the Government
of Castile-Leon within the context
of a project to analyse occupatio-
nal accidents occurring in Burgos.

It likewise took part at the Foro-
Burgos forum, through various ad-
dresses and roundtables regarding
"Transformation of Quality and Bu-
siness Management”, the “Current
and Future Digital Revolution at
Companies’, and the exhibition "A
Journey in Time through the Indus-
try of Burgos”, taking visitors along
the timeline of the region's steel
industry in various contexts.

Gonvauto Galicia collaborated
with the Regional Government of
Galicia and the Local Council of
Marin on the "Lanzadera” employ-
ment booster programme, through
a range of activities, including pre-
sentation of the plant, featuring a
quided tour, and CVs received at
a Networking event. All the abo-
ve was organised together with
members of the Lanzaderg, in co-
[laboration with other companies
and public institutions.

It likewise collaborated and parti-
Cipated with the Local Council of
Pontevedra in a presentation and
information day addressing mobi-
lity initiatives,
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In Madrid, Gonvarri Steel Services
was chosen by the JRC (Joint Re-
search Centre) of the European
Commission to take part in the
generation of a reference docu-
ment regarding "Best Environmen-
tal Management Practice for the
Manufacture of Metal Products
Sector” (BEMP). This information is
expanded on in the Environmental
Dimension chapter.

Gonvarri Barcelona took part at
the 12" Forum of the Union of
Warehouse Operators of Catalonia
and the Balearic Islands, addres-
sing "The Value of Distribution’,
through the presentation “Sales
Policy in the Domestic Market”, a
conference that ended with a dis-
cussion involving attendees and
representatives from other com-
panies.

Gonvarri Steel Services
Sustainability Report 2016

117




Meanwhile, the Metal Structures
division is involved in a range of
forums and seminars, such as;

Solar Steel took part at the In-
tersolar Middle East trade fair
held in Dubai, with the aim of
developing its business in the re-
gion, where it already has a sig-
nificant presence in major photo-
voltaic projects.

It was likewise present at the
Mirec Week Congress in Mexi-
co, staged within the context of
the new Energy Transition Act,
handling nearly a thousand at-
tendees at its own stand, provi-
ding extensive information about
innovative solar energy solu-
tions, and presenting the launch
of the new single-axis solar trac-
ker, along with a revision of the
existing multi-axis tracker,

Road Steel took part at the In-
tertraffic Mexico trade fair, pre-
senting its proposals and solu-
tions in the sphere of road safety
infrastructure, — manufacturers,
importers and local agents in the
field of mobility.

It was also present at the “5th
Ibero-American Road Safety
Congress” staged in Santiago,
Chile, on the topic of “The Sa-
fety of Vulnerable Users” The
conference “Certified Barriers
and Parapets. Motorcyclist Pro-
tection Systems” analysed the
current state of these materials
and infrastructure elements, pre-
senting solutions and innovative
systems to guarantee greater
safety for motorcyclists.
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The congress, in accordance with
our commitment to the fulfilment
of the SDGs, formed a part of the
initiative entitled "Decade of
Action for Road Safety 2011-
2020 the aim of which is to

reduce the number of accident
victims by 50%, by 2020.

GSS does not make any financial
or in-kind contributions to politi-
cal parties (G4-S06),
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Prizes and awards
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elow we summarise the awards and accolades obtained

by Gonvarri Steel Services over the course of 2016.

201516 WINNER

j MER
" V EXCELLENCE AWARDS mej —
— Eraniite Mercury v
prevencionar

2

International Business
Awards (Bronze)

The best Internal
Communication campaign

August 2016

2016 EMEA SABRE
Awards (Gold)

Industry sectors - automotive

May 2016

» Awards received for the

"Emotional Driving project”

The Emotional Driving project received the gold SABRE
award in the automotive category. This award ack-
nowledges the awareness-raising internal communica-
tion efforts made by Gonvarri Steel Services through its
employees.

The Emotional Driving project received an honourable
mention in the Mercury Excellence Awards in the ca-
tegory of Corporate Campaigns: CSR Practices. The Pre-
vencionar auwards, focused onimproving risk prevention
culture and social awareness, gave their Road Safety
Award to the Emotional Driving project. The Emotional
Driving web series received the Bronze International
Business Award, known as a Stevie, in the Branded
Content category.

The Emotional Driving project received the 50 Best Di-
gital Ideas Award in the Digital Talent category handed
out by Expansién Economia Digital, acknowledging
the efforts made by companies in the digital sphere, em-
phasising originality, market vision and the contribution
of value to society through their initigtives.

Premios Prevencionar
(Premio a la Seqguridad Vial)

Road Safety Award
October 2016

Expansidn

economiadigital

Honors in Corporate
Campaigns: Corporate
Social Responsibility o

Practices. Awards for digital talent

February 2016 November 2016

Af Mutua
riiryin f Salud Universal

1RETVE

Sk Murtua

» Awards received at the
various GSS plants

Below we summarise a number of the local accolades
received/awarded at the different Gonvarri Steel Servi-
ces plants during 2016:

Gonvarri Burgos received the 0GECON 2016 award
granted by OGECON (Knowledge Management Obser-
vatory), in recognition of the proper implementation of
corporate policy and knowledge management at the
Burgos factoru,

Gonvarri Burgos likewise received the First Prize at
the 1 National Edition of the Innovation and Health
Awards presented by Mutua Universal in the best
innovative health promotion practice category (single
category).

Gonvarri Steel Services
Sustainability Report 2016

118




Environmental Dimension

MATERIAL ISSUES CONTENT

Environmental performance

Raow materials and hazardous products
» [Nain consumption inputs
» Conflict Minerals
» Steel and the Circular Economy

Use of raw materials and
hazardous products

Environmental performance
Energu: consumption and  Energy and energy efficiency
efficiency » Energy consumption
» Energy Efficiency

Environmental performance

Climate change and COz Emissions and climate change
emissions » Risks and opportunities associated with climate change
» (Greenhouse gas emissions

Environmental performance
G4-DMA

he commitment by Gonvarri Steel Services to the environment is expres-

sed in its Environmental Policy, and involves efficient and responsible
operations, so as to supply more competitive and profitable products, with
a lower impact and greener credentials. This therefore forms a part of the
Sustainability and Efficiency strands.

Environmental management, and measurement and minimisation of im-
pacts, are performed essentially through two focuses:

Gonvarri Steel Services
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» Environmental Management
Systems bunder standard 1SO
14001, which help to monitor,
control and analyse informa-
tion and data connected with
the environment. Meanwhile,
continuous improvement me-
chanisms and measurement of
the fulfilment of the applicable
legal requirements are also es-
tablished.

In 2016, 86% of plants had in
place a certified environmental
management system, with this
measure remaining pending at
the South Caroling, Czech Repu-
blic, Laser Automotive Barcelona
and Laser Automotive Branden-
burg plants.

» 'ICR" Environmental Perfor-
mance Index, which goes be-
yond compliance with the le-
gislation in force, establishing
a common control framework
through the monitoring and
management of environmen-
tal performance indicators and
an objective rating of between
1 and 100 points.
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The result of this ICA rating is integrated within company management and
operational priorities. The results of the ICA since 2013 are summarised
below:

FACILITIES 2014 2015

Gonvarri Barcelona 71 75 77 81
Gonvato Galicia 74 80 88 94
Gonvauto Navarra 80 83 83 88
Gonvarri Barcelona 65 66 66 73
Gonvarri Burgos 77 82 82 89
Gonvarri Tarragona 77 /8 /8 84
Hiasa 58 58 58 70
Ferrodisa 68 68 68 76
Gonvarri Portugal 86 30 90 94
Gonvarri Thoringen 50 59 68 71
Gonvarri Poland 63 72 90 81
AMG Campinas 65 67 67 /8
AMG Parand 73 73 73 80
Gonvarri Argentina 74 75 75 69
Gonvarri Puebla 78 80 84 83
SG Kaluga 53 55 55 68
Steel & Alloy NA NnA 40 57
Gonvarri Arizona NA NA NA 52
Gonvarri Turkey NA NA NA 39
Gonvarri Colombia NA NA NA 79

In 2016 we added the plants in Arizona, Colombia and Turkey The overall
result indicates an improvement of 5.5 points compared with the previous
year, thereby fulfilling the target that had been set. The plants achieving the

highest scores were: Gonvarri Portugal and Gonvarri Galicia. In 2016, with the aim of
Meanwhile, training and environmental awareness raising is o fundo-  [SSSERCENIESENTE ENlE
mental practice in order to promote responsible behaviour. During 2016, sumption and making use of
such training focused on good practices and aspects such as energy effi-  IRCACKEC IR

talled two rainwater catch-
ment systems for internal use,
which will begin operation in
2017, following definition of
the most appropriate uses in
accordance with the charac-
teristics and filling capacity,

ciency, waste management and the environmental management indicators.

Gonvarri Steel Services
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These systems serve to monitor
the environmental impacts resulting
from company activity, defining en-
vironmental performance indica-
tors connected with consumption of
natural resources and raw materials,
as well as the generation of waste,
discharges and emissions, allowing
uUs to identify opportunities for im-
provement.

Our activity does not require any
intensive consumption of water in
our processes, although as this is
an essential and increasingly scarce
natural resource, controls and impro-
vements are established so as to
achieve sustainable water use.

Water sources

Rainwater 2%

Groundwater 12%

Municipal
network or
distribution
companies

86%

Gonvarri Steel Services
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Partnerships

Gonvarri Steel Services was chosen by the JRC (Joint Research Centre) of
the European Commission to take part in the generation of a reference
document regarding “Best Environmental Management Practice for
the Manufacture of Metal Products Sector” (BEMP). This reference
document for the sector will provide the basis for the development of
the future EMAS (Eco-Management and Audit Scheme) Directive.

The JRC established a Technical Working Party with experts from the
centre, who will develop a good practice document with regard to the
shaping, addition, welding and finishing of metal products. The docu-
ment will focus in particular on aspects connected with environmental
management during the phases of product design and engineering, so
as to minimise environmental impacts in the value chain.

The project began in late September, and is currently at the stage of
document compilation and identification of the most appropriate moni-
toring indicators.

KPI'S 2015 2016
Steel consumption (tons) 3,238910 3,463,202
Aluminium consumption (tons) 11222 28504
Electrical energy consumption (MWh) 86412 90,464
Consumption of other energy sources (MWh) 72547 73931
Water consumption (M?) 229890 244,848
No hazardous waste: scrap (tons) 169864 259,530
Hazardous waste (tons) 20,002 23,225
(G4-EN31) Environmental expenditure (€) 553,475 185,000

*No source of water was significantly affected by the company's water collection.

Uses of water

Irrigation 6% Recycled /reused 7%

Sanitary

24%

Industrial

63%



Raw materials and hazardous
products

DMA, G4-ENT and G4-EN2

» Main consumption inputs

The production processes of Gonvarri Steel Services make intensive use of
steel (38% of all consumption), since this is the main component of all its
products, followed by aluminium and timber.

With regard to the consumption of hazardous products, this is of note only
at those facilities performing coating and stripping processes, or enhance-
ments to the characteristics and quality of the steel (electro-zinc plating,
galvanisation and thickness treatment). In such cases, all the products are
properly labelled, comply with safety standards in terms of handling, and the
supervisors are duly trained, as indicated in the Health and Safety section.

Below are summarised the main consumption inputs over the last two
years:

CONSUMPTION WEIGHT (%) 2015 2016
Steel consumption (tons) 3,238910 3,463,202
Aluminium consumption (tons) 11,222 28504
Wood consumption (tons) 18403 12,580
Hydrochloric acid consumption (tons) 12941 7,748
Zinc and zinc oxide consumption (tons) 7142 5,658
Qil consumption (tons) 705 278
Others consumption (tons) 101 281

*Obtained from non-renewable sources

With regard to the use of recycled materials, the steel used in our proces-
ses is partially made up of recycled deal. This composition varies depending
on the supplier, the estimate being that at least 20% is of recycled origin in
the rolls derived from integrated steelmaking (accounting for some 80% of
supplies), and is 100% in the case of rolls derived from electrical steelma-
king (G4-EN2).

IF we estimate that 20% of the total weight of the rolls is of recycled ori-
gin, in 2016 we consumed a total of 692,640 tonnes of recycled steel in
our products.
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» Conflict Minerals

In 2010, following the approval
of the Dodd-Frank Wall Street
Reform and Consumer Protection
Act, governments, companies and
consumers are increasingly de-
manding information on the sour-
ce of so-called “conflict minerals”
in the manufacturing of the pro-
ducts they sell, and this has there-
fore become a significant aspect of
the supply chain.

The definition of conflict minerals
includes columbite-tantalite (col-
tan), casiterite, wolframite and
gold, the use of which is restricted
in those cases where the origin
would foster and facilitate ear-
nings for armed groups in the De-
mocratic Republic of the Congo or
neighbouring countries, serving to
continue the perpetration of hu-
man rights atrocities.

In response to this demand, the
company provides information as
to the absence of such minerals
from our products (rolls). It likewise
calls on its main steel suppliers to
certify their compliance with these
requirements,

Gonvarri Steel Services
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Steel and the Circular Economy

On 2 December 2015, the European Commission (EC) adopted a new package to promote Europe’s transition to a
“circular economuy’, to promote global competitiveness, foster sustainable economic growth and generate new
jobs. The aim is to achieve a transition towards a more solidly based circular economy, closing the circle so as to make

more sustainable use of resources.

The proposals cover the whole life-cycle, from produc-
tion and consumption to waste management (reuse,
recycling and recovery), with the market including se-
condary raw materials in a closed cycle, rather than the
former “produce, use and discard” model.

Among the objectives that have been set, the build-up
of recycled materials at landfill sites is forbidden. This
means that waste must be “traceable’, guaranteeing
the infrastructure required to collect, classify, condition
and recycle under optimal conditions.

Givenits characteristics, steel plays a fundamental role
in this framework.

Steel, thanks to its capacity to recover its ori-
ginal properties without any loss of quality
after smelting, is the most recycled ma-
terial in the world. Recycling generates
savings of up to 85% of water, 80% of
energy and 95% of carbon, avoiding
the omission of almost 2 tonnes of
greenhouse gases per tonne of steel,

In fact, there are steels that remain
within today's production process

that were originally produced in the
19¢th century. (Source: UNESID),

As a result, practically 100% of the
products manufactured at Gonvarri
Steel Services are fully recyclable, sig-
nificantly reducing their environmental
impact at the end of their useful life, and
helping to close the circle.

Gonvarri Steel Services
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Rware of the need to preserve this resource, it has
optimised processes to ensure that both the machinery
and cutting designs make the best possible use of the
steel sheeting, achieve efficient consumption, reducing
waste generation and minimising environmental impact,
while maintaining high product quality standards at all
times.
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Gonvarri has commercial agreements in
place with steel suppliers who provide
/N the row material in all the countries
L(A where it operates. The composition of
the steel contains a variable percentage
of recycled steel, depending

o
Rwddjnq/ on the tupe.

Steel can be infinitely recycled ﬂﬁ
while maintaining its properties. In =EEE|
the automotive sector, for example

(69% of our sales), the estimation m
is a recycling percentage of 85%. ﬁ@ ﬂ _@‘ MWVW

IL;—* 00— Gonvarri enjoys a leading position in
/ / all the main steel markets through its
35 production centres and its product

usw portfolio (automotive, solar structures,

roadside barriers, etc).

Steel has outstanding properties:
high performance, strength, durability,

versatility... allowing us to develop
very high quality products, following
and fulfilling the specifications of our

customers.
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Energy and energy efficiency
DMA

he consequences of climate change affect all countries, and have a negative impact on the national economy, on
people’s lives, on communities and countries. In the future, the consequences are expected to be even worse,

As a result, through our commitment to sustainability and to fighting climate change, Gonvarri Steel Services
aims to help mitigate these impacts and to achieve the Sustainable Development Goals (SDGs), through the
various initiatives focused on the following SDGs:

Goal 7: Guarantee access to affordable,
safe, sustainable and modern energy
for all, and in particular work by 2030
towards a doubling of the global ener-
gy efficiency improvement rate.

—
13

Goal 13: Adopt urgent measures to
fight climate change and its effects,
in particular by incorporating climate
change-related measures in national
policies, strategies and plans.

G0N
POREL CLIMA

» Energy consumption
G4-EN3 and G4-EN4

The production process at Gonvarri Steel Services is intensive in terms of energy consumption, in particular
those factories that perform galvanisation and zinc treatment processes. As a result, one of the main aspects
within the environmental management system is the monitoring, reduction and control of energy consumption.

Internal energy consumption

G4-EN3
In 2016, Gonvarri Steel Services consumed a total of 591,718 () of energy from non-renewable sources.

Practically all electrical energy consumed at the facilities is used for production. Only some 6% of the total is
used for climate control.

The enclosed graphic shows distribution in accordance with energy consumption type:

Electricity consumption

Natural gas consumption

Diesel consumptin

LPG consumption

Propane consumption

— 325,565 G)

I 247,851 G)

BN 7,054G)
B 46340

B 66140
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Below we summarise the consumption of the different countries in 2016:

COUNTRY ELEC('I;JFJ?)ICITY ?GLJI; ﬂHTU(RGT)L GAS PR?(IJDJI)%DE DI(EG'?)EL
Germany 17,223 - 6,951 - 549
Argentina 3,491 1,060 - - -
Brazil 22,071 1078 19617 - 3
Colombia 7,000 556 24,030 - 223
Spain 220952 - 173,287 1239 5041
USA 3,543 - 90 2,500 482
Mexico 7,025 1,830 - - -
Poland 6,597 - 6,156 - -
Portugal 6,252 - - 84 244
UK, 12,389 - 16,794 531 -
(zech Republic 6,620 - 897 - -
Russia 5742 10 - 2,260 -
Turkey 6,660 - 29 - 512
TOTAL 325,565 4,634 247,851 6,614 7,054

Calculation of the conversion factors employed such acknowledged sources as DEFRA (Department for Environment Food and Rural Affairs) and IDAE
(Instituto para la Diversificacion y Ahorro de la Energia). The sum totals may not coincide with the breakdowns because of the rounding of data.

External energy consumption
G4-EN4

Gonvarri Steel Services has three divisions in place (Hutomo-
tive, Industry and Metal Structures) where different products/
formats are manufactured, with different finishes. Likewise,
depending on their geographical location, the typical means
of transport also varies (ship, train, truck, etc.). This makes the
calculation and availability of data for the estimation of scope
3 a complex task.

As summarised in the 2015 Report, a pilot carbon footprint
calculation trial was conducted at Gonvauto Navarra, with the
aim of gradually implementing this methodology at the va-
rious factories. The estimation is that this process will begin
at the Gonvauto factories over the period 2016-2018, before
subsequently being extended to the other factories, to provi-
de a full carbon footprint for the company by 2020.
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Renewable Energy

The company is aware that climate change is one of the main environmen-
tal problems facing the planet, and a relevant aspect for its stakeholders. In
order to contribute to the reduction of this impact, it promotes the use of
renewable energies, in particular photovoltaic.

In 2010 o photovoltaic installation was put in place at Gonvauto Navarra,
with aninstalled power rating of 1.9 GJ, while two further installations were
added in 2011, one at Gonvauto Barcelona, with a power rating of 2.5 (),
and another at Gonvarri Barcelona, rated at 2.0 G). The installations were
put in place on the roofs of the plants themselves with the collaboration
of Gestamp Solar. In all cases the energy is sold to third parties, as local le-
gislation does not allow self-consumption. Meanwhile, Gonvarri Thiringen
has installed photovoltaic panels that are owned and administered by third
parties, with no production and consumption data available,

In 2016, solar energy production at the facilities in Barcelona and Navarre
amounted to: 7,689 G (2,136 MWh) and a consumption of 44.2 G (12.3
MWnN). The distribution of energy production is set out below:

Gonvarri
Barcelona

Gonvauto
Barcelona

Gonvauto
Navarra

(&)
& § 5
g & 5 &
o & Q
& L & 5
G < RY C

(/\5:9

s
B

ENERGY
INTENSITY

(G)/ tons of
product sold)
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Energy intensity
G4-EN5

Gonvarri Steel  Services believes
that the measurement of its energy
intensity is a good way of measu-
ring the efficiency and impact of its
processes.

The resulting annual ratio is calcula-
ted by dividing the energy consump-
tion (G4-EMN3) by the total weight of
the products sold in each country,

The calculation takes into conside-
ration both electricity and fuel (LPG,
natural gas, propane and diesel), co-
rresponding solely to internal ener-
gy consumption.

The following table summarises the
results:

0.16



» Energy Efficiency

G4-EN6

Energy efficiency plays a key role in the
GSS Sustainability Policy and in the
company’s “Drive” system, as a part of
the Sustainability strand, focused on
maintaining highly efficient production
through the integration of new technolo-
gies and equipment offering high perfor-
mance and helping at all times to enhan-
ce production and operational processes.

As a result, as described in last year's
Sustainability Report, we continue to
progress with the ECO-ENERGY Project,
both in the monitoring and control of
energy consumption, and the pursuit and
implementation of energy optimisation
and enhancement projects, essentially
covering initiatives regarding: pickling,
galvanisation, profile production, com-
pressors, lighting, climate control, trans-
formers, etc.

The efforts made over the last two years
have succeeded in establishing nume-
rous records regarding consumption at
our factories. Following analysis and
verification, we now have access to real
and objective information about the sa-
vings achieved through the various me-
asures implemented. Overall, more than
20 projects have been implemented, de-
livering energy savings of more than 4.6
GWh/year,

The scope of these projects includes
measures intended not only to reduce
electricity consumption, but also con-
sumption of natural gas, obtaining an
estimated distribution of the savings
achieved of 60% in electricity and 40%
natural gas.

Planning
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As regards the implementation of the PRO-EFFICIENCY energy mo-
nitoring system, we have full information at 10 plants, with plans to
extend the scope to / new plants in 2017, as summarised below:

2016 2017

Gonvauto Barcelona
Gonvarri Barcelona
Gonvarri Tarragona

Gonvarri Burgos
Gonvarri Portugal
Hiasa

Ferrodisa
Gonvauto Galicia
AMG Campinas
AMG Parana

Gonvarri Aluminium Thuringen
Gonvauto Polska

Gonvauto Thuringen
Gonvauto Puebla

Gonvauto South Carolina
Gonvarri Argentina

SGK Kaluga

Gonvarri Steel Services
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Projects developed in 2016

The projects undertaken in 2016 included replace- of the compressed air generation systems, optimisa-
ment of the lighting with LED technology, automation  tion of pumping and ventilation systems, etc. Below
to switch equipment off during downtime, optimisation — we summarise the outcome of the main projects:

ESTIMATED SAVING  ENERGY REDUCTION
(%) KWh/year

PROJECT

Optimisation of compressed air generation in the
Ferrodisa southern area through the installation of a 55 kW 42 113,500
variable speed drive compressor.

Optimisation of compressed air generation in the
Ferrodisa northern area through the installation of a 45 kW 60 150,000
variable speed drive compressor.

Gonvarri Galicia Compressors switched off during downtime. 15 33,000

Replacement of workshop lighting

with LED technologu. 35 172,000

Gonvauto Barcelona

Replacement of the current metal halide lighting with
Gonvarri Barcelona LED technology, and centralised remote management 48 170,000
system in various workshops (5, 6 and 7).

Replacement of lighting with LED technology

in the older workshops (4 workshops). 3¢ 65,000

Gonvarri Turkey

Replacement of metal halide lighting with LED

technology both in the workshops and outdoors. & LSt

GMS Arizona

Projects being studied 2017

Following the monitoring process conducted in 2016, we have several months of readings for electricity and natu-
ral gas consumption data in the different process lines, as well as auxiliary equipment such as compressors, boilers
and water treatment plants, along with information as to consumption through lighting, offices and climate control.

All the above has served to identify numerous initiatives and projects to reduce consumption, and these are
currently being analysed in order potentially to implement themin 2017.

Gonvarri Steel Services
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Energy audits

Following the transposition of Directive 2012/27/EU,
the European Parliament and of the Council, Royal De-
cree 56/2016 was introduced in Spain on 12 February
2016, requiring all large companies with more than 250
workers or a turnover of more than 50 million euros, to
conduct an energy audit every 4 years of at least 85%
of their total consumption at their facilities in Spain

Gonvarri Steel Services satisfactorily audited 100%
of its industrial Facilities in Spain, generating a detai-
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led analysis of the distribution of electrical and natural
gas consumption by plant, industrial process, and for
each main production line and equipment.

A useful breakdown of specific consumption by produc-
tion line was likewise reported, along with a list of the
estimated cost and energy savings, paybacks and (O,
emissions reductions for a great many energy efficiency
improvements at each of the factories audited.

The projects to be analysed include in particular the following:

» Energy optimisation of the Hydraulic
Sets of the various process minds.

» Reduced consumption in the
vacuum suction systems.

» Heat recovery projects in thermal processes
(furnaces, dryers, boilers, etc.).

» Heat recovery from refrigeration
COMPressars.

» Optimisation of compressed air generation.

» Replacement of mechanical burners with high-
performance digital burners for the steam boailers.

Gonvarri Steel Services
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Emissions and climate change
DMA. G4-EN15, G4-EN16, G4-EN17, G4-EN18, G4-EN19, G4-ENCO,
G4-ENel, G4-EC2 and G4-EN2Y/

limate change is of increasing significance, and is one of the main challen-

ges we face, the great environmental hill to be climbed by humanity in the
21 century. Hence the growing need to establish strategies and objectives
that will help arrest global warming.

Following the staging in

Paris of the 21t United Nations Climate Change

Summit (COP 21), a global commitment was established to

"keep the temperature rise below 2 degrees compared with pre-indus-

trial levels, and pursue efforts to limit the increase to 1.5 degrees”. So as to

achieve this goal, global CO, emissions will need to be reduced by 2020 or
2025 at the latest, and halved by 2050.

This is now particularly significant, since in 2016 terrestrial atmospheric
carbon dioxide levels were consistently already in excess of the symbolic
level of 400 ppm of CO.. Although this limit had already been surpassed in
some specific places around the globe for a period of a few months, it had
never been maintained on average and worldwide for a whole year.

At Gonvarri, we believe that the main options in addressing climate change
through our sector focus on the use of modern and efficient technology, on
the design of products that generate less pollution throughout their useful
life, on the development and implementation of energy efficiency measu-
res, and training and awareness-raising for staff,

Gonvarri Steel Services
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» Risks and
opportunities
associated with

climate change
G4-eC2

One of the most significant carbon
footprints comes from the trans-
portation of goods and people.
Road transportation plays a par-
ticularly prominent role here. Li-
kewise, increasingly restrictive re-
gulations in the different countries
make climate change a key issue
for our sector.

In 2014, transportation was res-
ponsible for 26% of emissions in
the United States (Source: EPR),
while in Europe it likewise causes
around a quarter of CO, emissions,
of which some /3% result from
road use (Source: Climate Action.
EU).

In order to reduce levels, various
measures have been adopted such
as the use of less polluting fossil
fuels, improvements in the design
of vehicles to make them more ge-
rodynamic, reduce their weight, and
improve the awareness and sensiti-
vity of drivers, but they are still not
sufficient.

Within this context, the company
believes that it has a responsibility,
and must contribute to mitigating
this impact, in particular given that
its auto division accounted for 69%
of its sales in 2016.



Vehicle weight reduction

G4-ENe7/

At present, the automotive sector is undergoing a con-
ceptual shift at every level, prompted by the mandatory
requirement to reduce (O, emissions.

In order to achieve these objectives, OEMs are pursuing
different strategies, one of which is the use of more li-
ghtweight materials for vehicles. There are currently
various solutions in the marketplace, with different ma-
terials costs.

e |n accordance with the added cost per lightweight
kilogram, they may be ordered as follows: ultra hi-
gh-strength steel (UHSS), glass-fibre reinforced plas-
tics (GFRP), aluminium, magnesium and compound
materials based on carbon fibre.

e |n accordance with the intended vehicle category
and segment. OEMs will need to accept a cost in-
crease of, for example, $3/kg for the small and me-
dium-sized vehicle segment, from S5 to $S14/kg in
the medium/high-end segment, and from S8 to $20/
kg for top-of-the-range or luxury cars (Source: Mc-
Kinseu).

On the basis of market trends, and taking the automo-
tive sector as the reference point, it is undeniable that
innovation targets need to focus, among other aspects,
on weight reduction through the enhancement of ma-
terials and components, such as high-strength steel,
compound materials and aluminium.

Steel

Steel is applied mainly to formats intended for side and
cross reinforcement bars. In this regard, there is an in-
creasing use of type 22MnB5 tempered steel for A and
B pillars, where weights have been reduced by half, wi-
thout any impact on the safety and longevity of vehi-
cles.
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Forecasts indicate that the use of AHSS steels will in-
crease significantly, from the 68 kg of steel that today's
vehicles contain, to 204 kg in the vehicles of 2020. This
will reduce the weight of the bodywork by around 25%.
Source: World Auto Steel,

This firstly allows for the expansion of type 22(MnB5
tempered steel cutting lines, which given its characte-
ristics requires this type of cutting technology, and also
the Tailored Blank system to develop the various com-
ponents (for example: doors), as a result of the adjoining
of various formats with different thicknesses and forms,
bonded by laser welding. All of which serves not only to
reduce the weight of the car, but also to improve safety,
by increasing the structural strength of the whole unit.

Aluwmiruury

The use of aluminium is registering a considerable in-
crease. Its main competitive advantage is its density (3
times lower than the steel), making it possible to achie-
ve average reductions of up to 10% of the weight of the
vehicle, and between 5% and 7% in fuel consumption,
although it does make the vehicle somewhat more ex-
pensive, as it costs 3 times as much as steel, requires
longer heat treatments and is more difficult to weld.

In order to progress with these new materials, substan-
tial investments are also needed. In 2016, new hy-
brid and 3D laser cutting lines installed in Central Euro-
pe (Laser Hutomotive Brandenburg and Gonvarri Czech)
were already fully operational, along with the new pres-
ses in Burgos and South Carolina. The new facilities in
China should also be takeninto account in terms of such
investments.
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Solartracker 2.0.

One of the most represen-
tative innovation products
concluded in 2016 financial
year was Solartracker 2.0, an
enhanced product innovation
developed by Hiasa for the
design of an optimised single
axis solar tracker.

Following development and
prototyping, this new product
is now at the marketing stage.

Gonvarri Steel Services
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Development of solar energy

An increase in social and governmental interest in increasing the percen-
tage of renewable energies in the energy mix offers a great opportunity
for this development.

The Solar Steel division undertakes innovation projects to design and pro-
duce lighter, more efficient and more modern solar structures, that help im-
prove the performance of solar farms, indirectly helping to mitigate climate
change.

» Greenhouse gas emissions

By measuring its carbon dioxide (CO,) emissions, Gonvarri Steel Services
helps to improve the communication of its impacts and the gathering of
specific data, with a view to establishing possible improvement targets.

As regards the calculation of CO, emissions, they are reported in accor-
dance with the Green House Gas (GHG) Protocol, taking as the reference
point the emissions factors provided by the International Energy Agency
(2013).

Direct emissions

Direct emissions: Scope 1 (G4-EN15) and Indirect emissions:; Scope
2 (G4-eN1e6)

Direct emissions of greenhouse gases (Scope 1) result from the burning of
fuel in the production process (natural gas, propane and diesel).

Information on coolant gas recharging is not included within the scope, as
it is not available. In any event, given the characteristics of our facilities,
such gases do not play a part in most processes. They are present on
occasion in the offices. (G4-EN2O).

In 2016, 18,488 tonnes of CO, were produced.

Indirect emissions (Scope 2)correspond to those generated at electricity
generation plants as a consequence of consumption at plants and offices,
corresponding in 2016 to 27,362 tonnes of CO,,.
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SCOPE 1 SCOPE 2
ORI (FUELS) (ENERGY)
Germany 526 1,789
Argentina 68 363
Brazil 1432 447
Colombia 1,722 297
Spain 12511 16,878
USH 203 506
Mexico 125 886
Poland 4028 1447
Portugal 25 544 Fuel: Emission Factors from Cross-Sector
Tools (GHG Protocol latest version available
UK 1,200 1,549 Aprl 2014),
(zech Republic 62 1,083 The emissions factors employed for electri-
, city consumption are the mean emissions
Russia 144 697 factors for the national electricity mix of
Turkey 42 881 each country for the period 2009-11,
TOTAL 18488 57362 according to the IEA (International Energy

Agencu).

Other indirect emissions

Scope 3 (G4-EN17 and G4-EN30)

This scope includes emissions from corporate travel by plane (2,240.6 ton-
nes of C0,), train (14.7 tonnes of CO,) and hire car (138.9 tonnes of CO.),
along with travel by employees to their place of work (9,774.3 tonnes of
CO,), amounting to a total of 12,168.7 tonnes of CO,, as summarised below:

S0 as to minimise this impact,

-“d a number of initiatives have
\ been developed, such as, for
example, the car park at Gon-

vauto Galicia, where parking

spaces have been set aside
for exclusive use by vehicles

, Corporate trips:
\‘ 2,394.2 CO, tons.
Employee
transportation:
S,774.3 (0, tons,

pooled by several workers, so
as to minimise environmental
impacts from transport, while
Steel & Alloy continues with its
Cycleplus/cycle2work  project,
to encourage the use of bike
travel by employees.

Emissions resulting from employee travel were estimated by means of the
transport survey conducted in 2014, updating the number of employees.
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Intensity of emissions

G4-eN18

Gonvarri Steel Services also takes into account the intensity of emissions
to measure the efficiency and impact of its processes.

The resulting annual ratio is calculated by dividing energy consumption for
the sum of direct and indirect emissions (G4-EN15 and G4-EMN16), by the
total weight of the products sold in each country. The table below sets out
the results obtained:

EMISSIONS INTENSITY

CORIIRY CO, tons / tons of sold product
Germany 0.007
Argentina 0.009
Brazil 0.004
Colombia 00103
Spain 0.016
USA 0.005
Mexico 0.005
Poland 0013
Portugal 0.004
UK. 0.009
(zech Republic 0.213
Russia 0011
Turkey 0021

TOTAL 0.012

Emissions derived from other sources are not included (G4-ENZ21) as
this is not a material aspect. Meanwhile, such emissions are occasional and
limited in our operations, since most of the factories are not subject to re-
gulatory controls, affecting only those that perform special treatments (gal-
vanisation, etc.), where the controls are performed by an accredited body,
with the frequency established the corresponding permits or other legal
requirements.

SGK Kaluga

In the month of April SGK Kaluga
(Russia) undertook an initiative
to help reduce environmental
impacts and to fight climate
change. This took the specific
form of 30 employees plan-
ting 20 trees and 10 flowering
plants.

The activity contributes to awa-
reness-raising and environmen-
tal responsibility measures, whi-
le also cementing teamuwork.




Indirect emissions avoided

G4-eN19

The company is very much aware of the possible negative aspects
that climate change could cause, and in order to address this real
risk, Gonvarri helps to mitigate the impact through its Solar Steel
division.

The main activity of the division is the manufacture and supply of
solar structures, mainly fixed structures and single-axis trackers,
which are used in photovoltaic generation facilities to generate
renewable energy emitting no greenhouse gases into the atmos-
phere,

In 2016, solar structures were supplied for the installation of a to-
talof 1,111 MW across 9 countries. If one estimates, among other
aspects, the net hours of solar radiation per project, along with the
percentage that the cost of these structures represents out of the
project total, and the conversion factor applicable to each country,
we estimate that we helped avoid a total of 108,352.4 tonnes of
CO, during 2016.
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Independent

Review Report

g
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Free translation from the original in Spanish. In the event of a discrepancy, the Spanish
language version prevails,

INDEPENDENT LIMITED ASSURANCE REPORT
ON THE CORPORATE SOCIAL RESPONSIBILITY INDICATORS

To the Management of Gonvarr Corporacion Financiera 5.1.;

We have carried cut our work to provide limited assurance on the Corporate Sovial Responsibility

indicators contained in appendix "GRI G4 Content Index " of the 2016 Sustainability Report

(hereinafter "CSR Indicators”) of Gonvarri Corporacién Financiera 8.L and its corporate group

(heretnaftor “Gonvarr Stecel Services™) for the year ended 31 December 2016, prepared in accordance

with the general basic and specific content proposed in the Guidelines for the Preparation of the

f}uﬁ;‘laﬁ?q‘ Report of the Global Reporting Initiative (GRI) version G4 ( hereinafter GRI Gy
uidelines),

Responsibility of the Management

Management of Gonvarri Steeel Services is responsible for the preparation, content and presentation
of the Sustainakility Report in accordance with the Comprehensive oplion of the GRI G4 Guidelines.
Management's responsibility includes establishing, implementing and maintaining the internal control
required to ensure that the CSR indicators are free from any material misstatement due to fraud or
EITOr.

Management of Gonvarri Steeel Services is also responsible for defining, implementing, adapting and
miaintaining the management systems from which the information required to prepare the CSR
indicators, is obtained.

Our responsibility

Our responsibility is to issue a limited assurance report based on the procedures that we have carried
out and the evidence obtained. Our limited assurance engagement was done in accordance with the
International Standard on Assurance Engagements 3000 (Reviewed) “Assurance Engagements other
than Aundits or Beviews of Historical Financial Information”, issued by the International Auditing and
Assurance Standards Board (IAASE) of the International Federation of Avcountants (IFAC).

The scope of a limited assurance engagement is substantially less extensive than the scope of a
reasonable assurance engagement and thus, less security is provided.

The procedures that we have carried out are based on our professional judgment and have included
consultations, observation of processes, document inspection, analytical procedures and random
sampling tests. The general procedures employed are described below:

* Meetings with Gonvarri Steeel Services' personnel from various departments who have been
involved in the preparation of the Sustainability Repart.

+ Analysis of the procedures used for obtaining and validating the data presented in the CSR
indicators,

semsey

FPricewnterhowseConpers Auditores, 5.L., Torre PwC, P de la Castellana 259 B, 28046 Madrid, Espufia
Tel: +34 015 684 400 / +34 002 020 115, Fax: 434 913 083 566, W proccony/es 1

R M Madrd, hosa 8T 250-1. folio T8, loma 9.267, e 8.054. saookin 3
e an el FLOLAC: oon ol ndemiic S0043 - CIF: B-T0 1350
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= _Analysis of the Gonvarri Steeel Services’ CSR indicators adaptation to the requirements established
bmasmmcmdaummm preparation of reports,

» Verification, through random sampling tests revisions and analytical and substantive tests on the
“quantitative and qualitative information used to determine Gonvarri Steeel Services’ CSR
“indicators. We have also verified whether thev have been appropriately compiled from the data
provided by Gonvarr Steeel Services” sources of information.

Our Independenee and Quality Control

We have fulfilled our work in accordance with the independence requirements and other ethical
requirements of the Code of Ethics for Professional Accountants of the International Ethics Standards
Board for Aceountants (TESBA), which are based on basic principles of integrity, objectivity,
professional competence and diligence, confidentiality and professional conduct.

Our firm applies the International Standard on Quality Contral 1{!5(1{3 1) and thus employs an exhaustive
quality control system which includes documented policies and procedures on the compliance of ethical
requirements, professional standards, statutory Iaws and applicable regulations,

Limited as Toiboa

As a result of the procedures earried out and the evidence ebtained, no matters have come to our
attention which may lead us tn believe that Ganvarri Steeel Services' CSR indieators, for the financial
year ending 31 December 2016, contain significant errors or have not been prepared, in all of their
“gignificant matters, in aceordance with the G4 GRI Guidelines,

Use and Distribution

Our report is only issued to the Management of Gonvarri Steeel Services, in accordance with the terms
andmnditinns'uf.w.pﬂﬁagammrhtm. We do not assume any liability to third parties other than
Gonvarri Steeel Services' Management.

PricewaterhouseCoopers Auditores 5.1

e Lob

M? Luz Castilla
30 June 2017
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GRI G4 Content Index

External verification: The contents of this index have been externally verified by the independent entity PwC.
The related independent review report for verification can be found in the Annex of this document.
Information omissions are included as a note in italics on appropriate indicators. The indicators G4-54, G4-55,
G4-EN4, G4-EN20 y G4-EN7 are not available or are not applicable, so they haven't been verified neither.

» Part I. General Standard Disclosures
Description

1. Strategy and analysis 3. Material aspects and boundaries

Page Omissions o
Page Omissions

G4-1 8-12
G4-17 36
G4-2 13-21 e .
o , G419 37-39
2. Organizational profile
G4-20  37-39
Page Omissions
G421 37-39
G4-3 22
G4-4 23-26 e 36
G4-23 36
G4-5 22
G4-6 24-26
e - 4. Stakeholders engagement
Page Omissions
G4-8 27-29
G4-24 4041
G4-9 26
G4-25  40-41
G4-10  30,80,104
G4-26 4041
G4-11 31,85
G4-27  37-39
G4-12 32-33
G4-13 33
G4-14 33
G4-15 34-35
G4-16 34-35
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5. Report profile v

Page Omissions G4-44 48
G4-28 42 G4-45 48
G4-29 42 G4-46 48
G4-30 42 G4-47 48
G4-31 42 (4-48 49
G4-32 43 (4-49 49
G4-33 43 i Complete information not currently
=20 =0 available.
G4-51 51
6. Governance G4-52 51
Page Omissions G4-53 51
A= R G4-54 51 Not available. Confidential information.
G4-35 45 G4-55 51 Not ovailable. Confidential information.
G4-36 45
G4-37 45
G4-38 46
G4-39 46 . : ;
7. Ethics and integrity
G4-40 46 o
Page Omissions
G4-41 47
G4-56 5¢2-53
G4-42 47
G4-57 5¢2-53
G4-43 47
G4-58 5¢2-53

» Part Il. Specific Standard Disclosures
Economic Dimension

1 Development and financial soundness
Information about management

Basic specific contents approach and indicators Page Omissions
DMA 56-59
G4-eC1 58-59,104

Economic Performance G4-eCe 132
G4-EC3 83-84 Note A
G4-EC4 58-59
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2. Ethics, anticorruption & good governance

Information about management approach and

Basic specific contents indicators Page Omissions
DMA 60

Anti-carruption (G4-S03 61 Note B
G4-S04 60
(G4-S05 60
DMA 60

Grievance mechanisms in G4-EN34 61

environmental, human rights and

labour practices materials G4-LA16 52,61
G4-HR12 52,61
‘ . , DMA 60
Anti-competitive Behavior
(4-507 61
DMA 60
. G4-HR1 60
Complionce
(G4-508 61
G4-PR9 61

3. Products and processes: technology, quality and innovation

Basic specific contents Information about management approach and indicators Page Omissions
DMA 61
G4-PR1 61
G4-PRe 61
Customer Health and Safet Lo o
ustomer Health and Safe
Y 4Ry 61
G4-PR8 61
G4-ENe7 133
G4-ENe9 61
DMA 61
‘ ‘ G4-PR3 61
Product and Service Labeling
G4-PR4 61
G4-ENe8 - Note C
4. Supply Chain
Basic specific contents Information about management approach and indicators Page Omissions
, DMA 67
Procurement Practices
G4-EC9 32-33,67-69
S ‘ DMA 67
upplier Environmenta i .
Assessment e-cse 575
G4-EN33 67-68
DMA 67
Supplier Assessment forLabor -, | 414 67-68
Practices
G4-LA15 67/-68
DMA 67
G4-HR10 67-68
Supplier Human Rights C4-HR11 68
Assessment
G4-S09 68 Note D
G4-S010 68
5. Customers
Basic specific contents Information about management approach and indicators Page Omissions
Product and Service Labeli e 0e
roduct and Service Labelin
9 Garrs 74

Gonvarri Steel Services
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Social Dimension

1. Talent attraction and retention 3. Representation and dialogue

with employees

Information
about Information about
management management
Basic specific approach and Basic specific approach and
contents indicators Page Omissions contents indicators Page  Omissions
DMA 76 Freedom of DMA 85
G4-LAL 81,104 ssociotion G4-HR4 19,82
Emp|ogment and Collective
G4-LA2 83-84 Bargaining G4-LR4 86
G4-LA3 83
DivderEsitu| DMA 82 4. Occupational Health and Safety
and Equa .
Opportunity G4-LA12 76-77,82 Information
about
DMA 79 management
o ) . Basic specific approach and
Training and LALRs [ contents indicators Page Omissions
Education G4-LA10 79-80 — -
G4-LA11 78 G4-LAS 95
Occupational
Health & Safety LA~UAS L0002
- . 4-LA7
2. Labor conditions and human rights g =
G4-LA8 95
Information
about
- . moﬂogegwen(tj 5. Social & Economic Impact
asic specific  approachan -
contents indicators Page Omissions on Local Communities
Information
Non-discriming-  DMA 82 about
tion G4-HR3 82 management
0mA a2 Basic specific approach and
Child Iabor contents indicators Page Omissions
G4-HRS 19,82 DMA 104
Forced or DMA 82
Compulsory E?J%jinunities bas0L Lo
|Gbor G4-HR6 19, 82
G4-S02 116
Security DMA /9
Practices CA-LRT 7q Note £ Road Safety DIMA 114-121
DMA 82 DMA 81
Assessment
G4-HR9 82 Market Presence  4-gC5 81
o DMA 79 G4-EC6 77,82
HR Trainning :
G4-HRe 79 Grievance DMA 104
Mechanisms G4-S011 116
for Impacts on
Society (4-506 116,118
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Environmental Dimension

1. Raw materials consumption

Information about management

Basic specific contents approach and indicators Page Omissions
DMA 120,123
Materials G4-EN1 123
G4-ENe 123
2. Energy and energy efficiency
Information about management
Basic specific contents approach and indicators Page Omissions
DMA 120,126
G4-EN3 106-127
The calculation methodology will be implemented
G4-EN4 127 gradually and is expected to have all the energy
Energy information and the carbon footprint in 2020.
G4-ENS 128
G4-ENG 129
G4-en/ : MNote F
3. Climate Change and CO, emissions
Information about management
Basic specific contents approach and indicators Page Omissions
DMA 120,132
G4-EN15 134-135
G4-EN16 134-135
G4-EN17 135
Emissions G4-EN18 136
G4-EN19 137
G4-ENeO 134 Note G
G4-EN21 136 Note H
G4-EN30 135
4. Environmental Expenditures and Investments
Information about management
Basic specific contents approach and indicators Page Omissions
General G4-EN31 1ee

Direct responses (explanatory notes)

Note A: There is no information related to the percentage of employees participating in pension funds / retirement plans (G4-EC3).
Note B: The Compliance Model and a Risk Map are in development. In Spain is expected to be fully operational in 2017 in order subse-

quently to be rolled out to the remaining countries (G4-SO3).

Note C: Information on packaging is not considered relevant in our operations (G4- ENZ8).

Note D: Suppliers were not evaluated in accordance with social impact criteria (G4-S09),

Note E: Security staff are not provided with internal training as regards human rights (G4-HR7).

Note F: Does not apply. The products follow the customers' specifications, so the company has little influence (G4-EN7).

Note G: No information is available as to ozone-depleting substances missions (G4-ENZ20).

Note H: Information connected with this indicator is not reported, as it is not deemed a material aspect for the organisation (G4-EN21).
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The following table shows the chapters of this report that provide the most relevant information regarding the
10 principles of the Global Compact, in addition to the one included on the management approaches of every
GRI aspect. Each stakeholder can evaluate Gonvarri Steel Services' progress concerning these principles by the

following this table:

Aspect UN Global Compact Principles Progress included in chapter
Principle 1: Businesses should support and respect the Part |,
protection of internationally proclaimed human rights; and General Standard Disclosures
Human
Rights
Principle 2: make sure that they are not complicit in human Part |,
rights abuses. Raw materials consumption
Principle 3: Businesses should uphold the freedom of Part |,
association and the effective recognition of the right to collective  Labour Conditiond and human
bargaining; rights
Principle 4: the elimination of all forms of forced and compulsory Partl .
labour ' Labour Conditiond and human
Labour rights
Rights Part .

Principle 5: the effective abolition of child labour;

Labour Conditiond and human
rights

Principle 6: the elimination of discrimination in respect of
employment and occupation.

Part |,
Labour Conditiond and human
rights

Environment

Principle 7: Businesses should support a precautionary
approach to environmental challenges;

Part I.
General Standard Disclosures

Principle 8: undertake initigtives to promote greater
environmental responsibility; and

Part Il.
Environmental Dimension

Principle 9: encourage the development and diffusion of
environmentally friendly technologies

Part Il.
Environmental Dimension

Anti-corruption

Principle 10: Businesses should work against corruption in all
its forms, including extortion and bribery.

Part Il.
Risk management

Gonvarri Steel Services
Sustainability Report 2016

147




Scope consolidation of Gonvarri Steel Services and subsidiaries
Scope of consolidation: the group was composed by the following companies at the end of 2016.

Subsidary/ Associated company Country Subsidary/ Associated company Country

Arcelor Mittal Gonvarri SSC Slovakia

ArcelorMittal Gonvarri Brasil, Pdtos.
SiderUrg. S.A.

Bikostar International, S.A.

Cepas Galvaniz, Sanayi Anomin Sirketi
Gestamp Automotive India Private Ltd
Gestamp Solar Steel South Africa, Lkd.
Gestamp Solar Steel US, Inc

GMS France

Gonvarri Rluminium, GMBH.

Gonvarri Argentina S.A.

Gonvarri Automotive GMBH

Gonvarri Chile Estructuras Metdlicas, Ltda.

Gonvarri Corporacion Financiera, S.L.
Gonvarri Czech, SR.O.

Gonvarri Galicig, SA.

Gonvarri l.Centro de Servicios, S.L.
Gonvarri Industrial Maroc, S.A.
Gonvarri Italig, Sp.A.

Gonvarri MS Colombig, S.AS, S.L.
Gonvarri MS Corporate, S.L.
Gonvarri Polska, SP, Z0 0.

Gonvarri Portfolio Brasil, S.L
Gonvarri Portfolio Internacional, S.L.
Gonvarri Ptos. SiderUrgicos,S.A.
Gonvarri Steel Services US, INC
Gonvarri Tarragona, S.L.

Gonvarri Vizcaya, S.A.

Gonvarri Steel Services
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Slovakia
Brazil
Uruguay
Turkey
India
Spain
USA
France
Germany
Argentina
Germany
Chile
Spain
Czech Republic
Spain
Spain
Morocco
Italy
Colombia
Spain
Poland
Spain
Spain
Portugal
USA
Spain

Spain

Gonvasolar, S.L.

Gonvauto Asturias

Gonvauto Craiova, SRL.

Gonvauto Navarra, S.A.

Gonvauto Pueblag, S.A. de CV.

Gonvauto Pune India Private Limited Co.
Gonvauto South Carolina

Gonvauto Thuringen, GMBH

Gonvauto, SA.

Hiasa Montajes Guatemala, S.A.

Hiasa Montajes Honduras, S.A.

Hierros Villaverde, S.A.

Hierros y Aplanaciones, S.A.

Ind. Ferrodistribuidora, S.A.

Laser Automotive Barcelona, S.L.
Lasser Automotive Branderburgo, GIMBH.
Lasser Automotive Thiuringen, GMBH.

MAG Alianca Automoveis do Brasil SSC S.A.

Mexicana de Servicios viaborales del
Acero, S.A de CV

Severstal Gonvarri Holding, S.L.
Severstal Gonvarri Kaluga llc
Steel & Alloy Holding LTD.

Steel & Alloy Procesing

Steel & Alloy Turkey
Transacciones Siderurgicas, S.A.
UTE Hiasa-Energés

UTE Hiasa-Obratel

Spain
Spain
Romania
Spain
Mexico
India
USA
Germany
Spain
Guatemala
Honduras
Spain
Spain
Spain
Spain
Germany
Germany
Brazil
Mexico
Spain
Russia
UK.
Uk
Turkey
Spain
Spain

Spain
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