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Strategy and Analysis

Letter from the President

G4-1

Dear readers,

It is with pride that | present, in the form of the 2016 Sustainability Report, the challenges overcome
from the threefold economic, environmental and social perspective. The Report drawn up in accordan-
ce with the G4 version of the Global Reporting Initiative guidelines, and audited by an independent
external body.

This document addresses the concerns of the company's various stakeholders as regards those prio-
rity issues that could have an impact on the company.

GRIRenewable Industries is a leading firm in the wind energy sector internationally, and is continuing
to expand and position itself in new markets, while also manufacturing innovative products in respon-
se to the demands of its customers,

One of the most significant events of 2016 was the inclusion of the Chinese subsidiary Shandong
Iraeta Heavy Industries in the NEEQ (MNational Equities Exchange and Quotation), which reinforces our
commitment into the Asian market and develop new products.

We continue to develop the “General Internal Control Framework"” begun in 2015 which responds
to the identified risks in the company's operations and the various countries where it does business.
Among other aspects, we have defined the Internal Control Committee and Policy, a set of Entity Level
Controls, along with the Risk and Control Matrix for each key business process.

We are tied to value creation beyond financial returns. Our product focus wholly on the wind market,
hence the generation of renewable energu.

Therefore, we are committed to the Sustainable Development Goals (SDG), in particular those that
contribute to minimising the effects of climate change, such as:

* 0DS 7.3; Advance towards the goal of doubling the global rate of energy efficiency improvement.
e 0ODS 13.2: Advance in the various initiatives to combat climate change.

Within this context, as a part of our goal of planting one tree for every tower produced the previous
year, we would particularly highlight the reforestation initiatives undertaken in Galicia and Avila. The
schemes essentially involved staff and families from the GRI Towers Galicia factory and head office
in Madrid, respectively, planting a total of 1,250 shrubs. Thanks to the positive result of the initiative,
new planting schemes are being planned for 2017 in a number of sites.
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Meanwhile, the manufacturing of 1,277 wind energy genera-
tion towers in 2016 meant an indirect contribution to avoi-
ding the emission of 468,219 tonnes of CO,,

Customers are a vital asset within the value chain, and
we therefore continuously strive to improve our rela-
tionship, by fulfilling their requirements, demands and
expectations. One clear example would be innova-
tion projects, in particular the installation and hu-
gely successful commissioning of our first hybrid
tower at the Rondavino wind farm in Palencia.

The Company collaborates with different foun-
dations, to mention some, What Really Matters
Foundation (WRM), Juan XXl Roncalli Founda-
tion, AESLEME (Association for the Research

on Spinal Cord Injury) and World Central Kitchen
(WCK). In addition, it undergoes local actions
amongst which stand out the initiatives carried out
by GRI Towers South Africa, primarily focused on the
collaboration with local schools to educate children
and destitute people in Atlantis community.

The well-being of our employees is our priority. As a result,

this was a key year in terms of Health and Safety, firstly throu-

gh continuation of the Be Safe! awareness-raising campaign, with
the aim of fostering an active role by all employees in improving safety,

and furthermore the gradual implementation of the new IPRL Occupational Risk
Prevention Index.

The index establishes common health and safety criteria applicable to the factories, while also gathe-
ring together on all the specific aspects of the different technologies and production processes. Since
its launch last year, it has enabled a considerable reduction in accidents, while in general minimising
occupational risks at those factories where it has been implemented.

All these achievements have been made thanks to our corporate culture, the values and principles
that have steered us since the outset, and are expressed in our Sustainability Policy and our Code
of Ethics. We meanwhile comply with all requirements imposed for the renewal of our commitment
to the Global Compact in 2017

| would encourage all those with an interest to read this report and explore it in greater depth. All
opinions and recommendations will be welcome, as they will help us remain an up-to-date and
cutting-edge company.

Jon Riberas
President
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Letter from
the CEQ

G4-1

Dear friends,

|t is with pleasure that | present our third Sustaina-
bility Report, corresponding to the year 2016, set-
ting out the achievements made by GRI Renewable
Industries in economic, social and environmental terms.
During the financial year, we included within the scope
of the Report information on the three factories in China:
GRI'Flanges China I, GRI'Flanges China Il and GRI Flanges China
IIl, the new GRI Castings Zestoa foundry in Spain, and the new GRI
Towers USA plant in Amarillo, Texas. We likewise included qualitative in-
formation on our three factories that are under construction,

Following years of global uncertainty as a result of the economic crisis, we closed the 2016 financial
year with a positive result, allowing us to make sustainable progress. We improved our earnings to
401,319 thousand euros, some 20% higher than the previous year, along with a substantial increase
ininvestments, with CAPEX totalling 72,634 thousand euros.

One of the most significant milestones during the year was inclusion in the NEEQ (National Equities
Exchange and Quatation) of our subsidiary Shandong Iraeta Heavy Industries (SIHI), thereby taking a
major step forward in the company's goal of internationalisation.

Our 2016-2019 Strategic Plan has a clear focus on sustainable growth, internationalisation and the
diversification of our product portfolio for the wind energy market.

In line with this goal, we embarked on the construction of three new factories, as summarised below:

“GRI Towers Sevilla” in Spain, our first factory focusing on the offshore market. Seville was cho-
sen as the location, among other aspects, because of the space available, allowing us to achieve a
production capacity of 110 offshore towers a year, as well as its dockside location, which hugely
facilitates logistics. The plant will begin operations in 2017,

“GRI Flanges China IV*, which will allow us to manufacture 16-metre diameter flanges, using @
wide range of materials and high-strength and stainless steels, copper alloys and aluminium, so
as to serve the offshore market, nuclear, aerospace, pressure equipment production and other
segments.

"GRI Towers India II", construction of which began in December 2016. This new factory will allow
us to make a contribution to fulfilling the ever-increasing demand on the wind energy market, abo-
ve allin India.

GRI'Renewable Industries
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Meanwhile, we began operations at the “GRI Towers USA” factory, with production capacity
of 300 towers/year, thereby allowing us to consolidate the company's position on the North
American market, and we have furthermore completed the adaptation and hugely successful
commissioning of the “GRI Castings Zestoa" factory in Spain, our first foundry, which will allow
us to supply steel for the manufacture of wind energy components, while also serving other
markets.

Given our activities, we believe that we must play a lead role in the fight against climate chan-
ge. This is expressed in our commitment to the Sustainable Development Goals (SDG), and in
particular the achievement of objectives connected with energy efficiency (SDG 7.3) and climate
change (SDG 13.2).

At GRI Renewable Industries, we offer high-quality, efficient and cost-effective products that hold all
certifications and approvals required by customers and accredited bodies.

Customers are at the heart of our business, and we therefore focus in particular on maintaining a
fluid and satisfactory relationship with them. During the year we continue to advance and implement
the measures bequn in 2015, intended to improve quality, service and personalised attention, among
other aspects, through the hiring of new professionals at each factory so as to optimise customer
follow-up and management.

We are committed to innovation so as to develop new products, working in partnership with our
customers to adapt to their needs and requirements,

The main objectives of our innovation projects are the development of taller, lighter and safer towers
rooted to the new generation of higher-powered turbines, and the reduction in the unit price of our
installations, while maintaining quality and safety conditions. These initiatives also help minimise
the environmental impact of wind farms, by requiring fewer towers and increasing the generation of
energy,

Within this context, we would highlight the initiatives undertaken at “GRI Hybrid Towers", with the
installation of our first patented hybrid tower at the Rondavino Wind Farm (Becerril, Valencia), which
will allow us to demonstrate the viability and efficiency of these installations, the Rocket Tower inno-
vation project for the manufacture of towers more than 130 metres high, along with the correspon-
ding approvals and certifications.

Lastly, in order to develop these projects in both the tower and flange segments, we are making
substantial investments and improvements in our processes, allowing us to be more efficient, and to
Cut production costs.

As regards our professionals, we would emphasise the expansion of the workforce, to a level of
3,357 employees around the world, thanks mainly to the launch of the new factories in the United
States and Spain.

In conclusion, I would like to thank the whole team who make up GRI Renewable Industries for their
effort, hard work, optimism and trust in the company, which is what allows us to be a leading firm in
the wind energy sector.

Javier Imaz
CEO GRIRenewable Industries

Sustainability Report 2016



Main effects, risks and opportunities

DMA and G4-2

GRI'Renewable Industries strives to mitigate and reduce risks through mechanisms that are integrated within the
organisation. The company enjoys a prominent position on the current landscape thanks to its activity, leaving be-
hind a polluting energy model based on fossil fuels, as we convert to a renewable and sustainable model.

This is how it contributes to the development of those communities where the company has a presence, through

improvements and the reduction of pollution, and access to electricity.

» Operational risks

Operating risks

As for operating risks, such as product failures, management problems,
competition, etc,, various initiatives have been set up for improvement
and efficiency in production. These go hand-in-hand with innovation
projects that allow GRI Renewable Industries to improve and better
adapt to its customers' requirements. All of which is achieved without
undermining the quality for which the company stands out, while
adapting to the constant changes seen in the marketplace, such as
the consolidation and downsizing of major client companies.

As aresult, GRIRenewable Industries is increasing its efforts to impro-
ve and retain the existing relationships with its customers, while also
developing new ties, as it expands its market by diversifying its servi-
ce and product portfolio, without neglecting the high quality standards
that are its hallmark.

In the field of the manufacturing of towers and other elements for the
offshore market, GRI Renewable Industries will be playing a vital role
in corporate development. In this regard, 2016 sow the start of cons-
truction of the GRI Towers Sevilla factory, dedicated to the offshore
market, completion of which is scheduled for mid-2017, along with a
new flange factory in Ching, and a tower plant in India.

Meanwhile, the Strategic Plan also includes an operational strand se-
tting out the guidelines for efficiency and enhancement in production,
as well as technological improvement and innovation in the products
and services developed jointly with customers,

Opportunities

Thanks to the General Internal Control Framework the company
has in place, any possible failings that might arise in processes and
supervision are analysed. This involves a testing procedure so as
to ascertain whether efficiency and efficacy are being fulfilled in
processes, along with the quaranteeing of financial reporting and
compliance with the applicable legislation and standards.

GRI'Renewable Industries
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Reputational, ethical and
human rights risks

These risks arise through behaviour that
could potentially breach the guidelines
set out in the GRI Renewable Industries
policies and codes as regards ethics, ri-
ghts and anti-corruption. To combat and
minimise such risks, the company draws
up policies and documents, such as the
Code of Ethics, the Behavioural Guide in
Response to Offering of Incentives, Gifts or
Invites, the Harassment Prevention Guide,
the Sustainability Policy and the Integra-
ted Environment, Quality and Health and
Safety Policy.

The company has likewise established
channels of communication in response
to any grievances and conflicts that might
arise. Given the type of service we provi-
de and the companies we subcontract, no
risks connected with child labour, threats
to freedom of association or forced labour
were identified in 2016. During this period,
the factories were not examined or eva-
luated as regards human rights. (G4-HR4,
(G4-HR5, G4-HR6 and G4-HR9).

Opportunities

Production plans have a local economic
impact, above all those in developing
countries. They serve to generate new
business opportunities for local suppliers
and services, create jobs in the region,

contribute to the development of the local
economy and provide economic resources
for public authorities, through the pay-
ment of taxes.




» Financial risks

The activities of GRIRenewable In-
dustries are exposed to various fi-
nancial risks: market risk, credit risk
and liquidity risk. The Company’s
overall risk management program-
me focuses on the uncertainty of
the financial markets and aims to
minimise any potential adverse
effects on its financial profitabili-
ty. The company uses derivatives
to reduce the impact of exchange
rate risk.

Risk management is handled by
the Finance Department, which
identifies, evaluates and hedges
financial risks in accordance with
the policies approved by the Board
of Directors,

Below are summarised the most
significant financial risks:

Opportunities

Operating in different countries
provides a competitive opportu-
nity and the chance to develop a
close relationship with customers,

thereby mitigating risks or inci-
dents that could arise in certain
countries, by offsetting against
others that are more stable and
offer more profitable and sustai-
nable growth.

Part |

General Standard

Disclosures

Market risks

Defined as the exposure of results and assets to a possible loss caused by varia-
tions 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 on the international stage, and
is exposed to exchange rate risk through foreign currency operations. At 31
December 2016, as in 2015, there were trade receivables and payables re-
gistered in currencies other than the euro, and as a result variations in the
exchange rate of said items are recorded on the income statement at the
close of the financial year.

* Price risk: the company operates with raw materials that are partially ex-
posed to the risk of variations in the prices that might apply on international
markets.

» Exchange rate risk from cash flows and fair value: as the Company does
not have any major remunerated assets, revenue and cash flow from ope-
rating activities are fairly independent of variations in market interest rates,
The company analyses its exposure to interest rate risk on a dynamic basis.A
simulation of various scenarios is performed, taking into account re-financing,
renewal of current positions, alternative financing and hedging. Scenarios are
implemented only for those liabilities that represent the most significant inte-
rest-bearing positions. At 31 December 2016, as in previous financial years,
and based on the consideration that this risk would be of little significance,
along with the optimistic expectations as regards the evolution of interest
rates, the company did not feel it was necessary to arrange any interest rate
hedging contracts.

Credit risks

Credit risk is derived from cash and cash equivalents, derivative financial instru-
ments and deposits with banks and financial institutions, and essentially customer
balances pending collection.

With regard to banks and financial institutions, the average rating of the entities
that the company uses is "BB’, while in accordance with credit risk, the company
insures its sales to customers based on geographical location. I customers have
been rated independently, then these ratings are used.

Otherwise, if there is no independent rating, credit control evaluates the client’s
credit quality, taking into account its financial position, past experience, and other
factors.

Liquidity risks

Prudent management of liquidity risk involves holding sufficient cash and tradable
securities, having access to finance through a sufficient sum of agreed credit facili-
ties and having the capacity to unwind market positions. Given the dynamic nature
of the underlying businesses, the company's Cash Management Department has
the aim of maintaining flexibility in financing, through the availability of short- and
long-term credit facilities.

GRI'Renewable Industries
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Growth forecasts indicate that over
the coming decades the world's po-
pulation will shoot above 7.3 billion,
reaching 8.5 billion by 2030, and 9.7
billion by 2050, according to calcu-
lations by the United Nations (UN),
mainly as a result of demographic
growth in developing countries, abo-
ve allin Africa,

This growth means more intensive
use of the available natural resour-
ces, products and services, and hen-
ce a greater environmental impact
and increasing atmospheric emis-
sions.

To minimise this impact, GRI Re-
newable Industries helps to en-
hance its management by means
of its Integrated Management Sys-
tem, which includes environmental
management under standard 1SO
14001, along with the contribution
that its own operations make to the
generation of renewable energu.

Likewise, the company incorpora-
tes the principle of caution through
its Code of Ethics and Conduct, the
Sustainability

Sustainability Report 2016

Health and safety is a priority objec-
tive for the company. The model is
based on Integrated Prevention, in
accordance with the Health and Sa-
fety Policy, compliance with which
is mandatory, and applicable to all
professionals at company facilities,
as well as in the fulfilment of the
requirements and obligations esta-
blished in the health and safety ma-
nagement system under standard
OHSAHS 18001.

GRI' Renewable Industries is convin-
ced that information has become a
strategic asset for businesses and
individuals alike.

The required mechanisms are the-
refore established to safeguard the
privacy of information and the pro-
tection of customer and supplier
data, and also properly to handle
and manage documentation in ac-
cordance with its level of signifi-
cance, and to underpin security.
Information  security  procedures
are periodically reviewed, and the
systems are continuously tested to
guarantee their robustness.

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

* Periodic scanning of the sys-
tems to identify external and
internal vulnerabilities and to co-
rrect these in accordance with
their level of criticality.

¢ Diagnosis of information security
and risks, based on standard 1SO
27000.

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 vulnerabili-
ty, and raising employee awareness
about this type of attack. Training
sessions were subsequently held to
address prevention and protection
techniques at corporate offices and
at the plants, given the risk that this
new type of criminality represents
for people and assets.
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Business Process Support

Systems are a fundamental element in executing
business processes. To this end, the IT Department
centralises the Group's infrastructure and communica-
tions services, while conducting transformation pro-
jects in parallel to align systems with the company’s
growth and new processes, placing the focus on bu-
siness support, efficiency, and profitable and sustai-
nable growth.

These services are managed with third parties, in ac-
cordance with an impartial process to publish the spe-
cifications dossier, followed by the receipt and evalua-
tion of bids, and finally selection in accordance with
quality criteria for business support and IT systems
efficiencuy.

In this regard, the Systems area was involved both in
the incorporation of new companies within the group
(GRICastings Zestoa, GRI Towers USA, GRI Towers Se-
villa), and the new challenges faced by the organisa-
tioninits strategy of innovation and the enhancement
of productivity and efficiency, such as the indicator
dashboard, and the launch of digitisation initiatives.

Opportunities

Monitoring, control and diagnosis mechanisms ser-
ve to detect opportunities for improvement at the
information security area. All of which is underpin-
ned by training and communication.

Situation in 2016

In 2016, GRI Renewable Industries * Low oil and gas prices.
faced various risks as a result of the e The risk of a new global financial crisis.
market situation in the countries .

The attempted coup in Turkey

¢ |nthe West, the impact of Brexit, political instability in Spain and
uncertainty caused by Donald Trump's victory in the US election.

where it is present. Overall, this had
no significant impact on the results for
the financial year, thanks to diversifi-
The most significant risks identified * The trend towards the consolidation of major customers, reducing

during the period were: the overall number.

The rise in raw materials prices, specifically steel.

GRI'Renewable Industries
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Organizational Profile

Name of the organization and headquarters

G4-3 and G4-5
GRI Renewable Industries S.L.
The headquarters is located at;

Street Ombu 3, floor 12
28045 Madrid (Spain)

GRI'Renewable Industries
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Brands, products and services

G4-4

GRI'Renewable Industries began its journey in the renewable energies sector in 2008, swiftly consolidating its
position as the leading industrial supplier of towers, flanges and castings in the sector.

The company applies the very latest technology in its industrial processes, allowing it to supply high-quality pro-
ducts and services to customers worldwide. They are grouped into 3 divisions:

This is the division responsible for
the industrial process of tower
manufacturing worldwide for the
leading OEMs in the wind energy
market. It likewise handles the
outfitting of towers in accordance
with the specifications established

This is the company responsible ma-
nufacturing flanges, the product used
to connect sections of wind towers.
It currently has 5 plants in operation,
across Spain, Brazil and China, and 1
under construction,

GRI Castings Zestoa was set up in
2015 for the purpose of producing
steel components for the wind in-
dustry. The Casting division currently
has one single plant, although the
possibility of expanding the market
by producing blanking and stamping

by each customer. It currently runs
© plants in operation, with 2 under
construction.

parts has not been ruled out.

Al the factories at the different divisions operate using the same brand identity

L] ..
....0 "'.:“
°®. N
.0.:° Renewable
®e ‘oo R
@00 il Industries
o 0’.0 o0
®°9% *

The same structure is maintained in all cases, while specifically detailing the type of product or service performed (towers,
flanges or castings). At each of the factories, the logos are customised with the name of the country or region.

GRI'Renewable Industries
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Global Presence and main figures

G4-4 and G4-6

Castings
Zestoa
Flanges
Iraeta
Towers
Galicia
G R I Sevilla *

GRI' Headquarters
Madrid**

Towers
Brazil

* Facilities under construction
**Offices and logistic

Flanges
Brazil

Data updated at the end of December 2016.

Services **
Brazil

GRI'Renewable Industries
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Main Figures

G4-9

£‘. O ﬁ i

/ 3,357 330,889 401,319

Countries Operotlve FGCIlItIeS Professionals ~ Thousand € Thousand €
plants under Equity Sales

construction
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Ownership structure
and legal form

G4-7

GRI' Renewable Industries, S.L. was established on June 22, 2008 under
the name of "Gonvarri Infraestructuras Eodlicas’, later it was denominated
"Gestamp Wind Steel’, before changing to "GRI Renewable Industries” and
absorb Gonvarri Edlica.

It is engaged in the manufacturing of towers, flanges and castings, along
with integration of the entire value chain in the renewable energies sec-
tor, by applying the very latest technology to industrial processes, thereby
consolidating its position as the leading industrial supplier in the renewable
energies markets, through the following divisions: GRI Towers, GRI Flanges,
GRICastings.

In 2015 it reached an agreement with the Mitsui & Co Ltd Group, which
acquired a 25% stake in the divisions specialising in the manufacture of
towers, flanges and castings for the wind sector. The corporate structure is
summarised below:

75% Holding Gonvarri, S.L

The subscribed capital stock at 31 December 2016 amounts to ten million
twenty-one thousand three hundred and forty-four euros (€10,021,344),
represented by three hundred thousand four hundred (300,400) shares of
one single class and series, of a par value of thirty-three euros and thirty-six
eurocents each (€33.36). They may be accumulated but not divided, are
numbered in sequence from 1 to 300,400, both inclusive, and are fully subs-
cribed and paid up. The company is not listed on the Stock Market.

GRI'Renewable Industries
Sustainability Report 2016

Markets

(4-8

GRI' Renewable Industries has a
presence in 7 countries, which are
home to its 12 operational facto-
ries, 3 under construction, as well
as offices and service centres. The
company's products and services
are summarised under indicators
G4-4 and G4-6.

During the year we launched our
first factory in Texas, “GRI Towers
USA’, which will allow us to serve
the US market, as well as o new
foundry in Spain, “GRI Castings Zes-
toa’, allowing us to serve the remai-
ning facilities.

Meanwhile, the future "GRI Towers
Sevilla" factory marks the start of
our venture in the offshore market,
and the construction of the new
GRI Flanges China and GRI Towers
India factories underpins our pre-
sence in this market, mainly in Asia.
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Employee workforce

G4-10

» Direct and indirect employment
USA

During 2016, the workforce of GRI Re-
newable Industries was made up of
3,357 professionals, distributed across 7
countries. A total of 261 external profes-

Turkey
China

South Africa MKEZ

sionals likewise collaborated with us.

The enclosed graphic shows the percen-

tage of employees in each country;

India

Brazil

Spain

2016

The workforce increased considera- Direct employment w
bly in comparison with the previous Spain 340 65 559 36
year, mainly through the addition of Brazil 672 110 525 82
the new factories in SDGiﬂ and the Turkey 310 38 289 10
USH, as well as the inclusion of our India 358 1 381 1
factories in China within the scope South Africa 93 1> 322 59
of th Report. These chlonges have usA i 164 14
a similar mpoct on the indirect em- Ching ) i 12 183
ployment figures. Indirect employment m w m w
The enclosed tables show the distri- Spain 208 28 10 2
bution of direct and indirect employ- Brozil 3 4 1 0
ment by country and gender. Turkey 0 0 18 6
India 26 0 146 0
South Africa 0 0 0 0
USA 78 0
As for job stability, this is a priority China 0 0
for the company, as reflected in the
results: 99.8% of employees have
a full-time contract (88% men and N° OF EMPLOYEES 2015 2016
12% women). Meanwhile, 84% of
the workforce has a permanent con- Labor Contract (Time)
tract. Full-time 1,993 208 2,950 399
Part-time 17 19 2 6
The following tables summarise Labor Contract (Kind) H m H m
the distribution by gender, type and Permanent 1,773 196 2438 366
contract duration. Temporary 237 32 514 39

GRI Renewable Industries
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Employees covered by collective
agreements

G4-11

The employees of GRI Renewable Industries are covered by collective
agreements and/or similar arrangements in accordance with local require-
ments and legislation in each region where the company has a presence.

18% of the workforce is covered by a Handbook, namely a guide specifying
employment conditions, the behavioural standards in each location, indica-
ting the rights and duties of employees with regard to working hours, salary,
social benefits, holiday periods, etc.

55% are covered by sectoral collective agreements or similar arrangements.

The remaining 27% correspond to our employees in China, who have agree-
ments or similar formulae in accordance with the specific provisions establi-
shed in connection with collective consultation issues and collective agree-
ments, governed by the Ministry of Employment and the legislation in force
in the country



Supply chain
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DMA, G4-12, G4-HR10, G4-HR11, G4-LA14, G4-LAL5, G4-EN3e, G4-EN33, G4-509 and G4-S010

For GRI Renewable Industries, suppliers are a hugely important asset within the value chain, as project planning is
dependent on them, while they likewise represent a considerable volume of the cost involved.

The corporate "Supply Chain” division handles this entire process, comprising the following areas: Supply and ma-
nagement of warehouses, Purchases (direct and indirect), Supplier Quality, and Logistics. The different areas that

make up this division are as specified below:

» Supply and warehouses

This area is a fundamental part of the supply chain, as
the firstlinkin the whole process within the supplier area.
In order to ensure that the whole process runs smoothly,
the procurement team needs to ascertain that suppliers
comply with the specified deadlines in order to offer the
plants an adequate service, monitor alignment between
the end costs and the budget, and foster the usage of
new technologies in pursuit of synergies, optimising ma-
nagement within the supply chain.

They are furthermore responsible for maintaining
continuous communication with the stakeholders in
the project, and managing the risks identified. So that
everything runs smoothly, periodic meetings are held to
identify these risks and establish mechanisms to mini-
mise them.

Those responsible for warehouse management aim to
optimise these facilities so as to reduce costs, manage
stock levels and improve the service without undermi-
ning quality or turnaround times,

» Purchases

Within the purchasing areq, there are two separate
teams for supplier selection and materials purchasing:
"direct purchases” and “indirect purchasers’, dedicated
to aspects of the production process and investments,
supplies and services, respectively.

Direct Purchases

For GRI' Renewable Industries, the main raw material, in
terms of both volume costs, is steel. In order to purcha-
se this in some countries where the company operates
limitations exist, both in legal terms and through custo-
mer requirements.

In the steel purchasing process, only those suppliers
with a proven record in the marketplace are selec-
ted. Responsibility for this lies in most cases with the
purchasing areq, following completion of the supplier
approval questionnaire known as the SIA (Supplier Ini-
tial Assessment).

The SIA evaluates 100% suppliers for aspects connec-
ted with the environment, health and safety, human
rights and employment and social aspects (G4-HR10,
(G4-EN32, G4-LA14, G4-S09). For 2017, the plan is to
include new requirements regarding human rights and
compliance as part of the assessment questionnaire.

Meanwhile, a new clause was included in supplier con-
tracts in 2016, by means of which the contractors regis-
ter their acceptance of and commitment to comply with
the GRI Renewable Industries Code of Ethics and Con-
duct, whichisincluded as an annex to the contract itself,

For those materials purchases where this is applicable,
the provenance of the material is specified as a requi-
rement, as materials cannot be sourced from foundries
using so-called conflict minerals (coltan, casiterite, gold,
wolfram, tantalus, tin, or any other mineral or derivative)
that could contribute to the funding of conflict in the De-
macratic Republic of Congo and neighbouring countries.

GRI'Renewable Industries
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Growth in the 2016 financial year, through the purchase
of a new rolling mill at GRI Flanges lraeta, the commis-
sioning of the GRI Castings Zestoa foundry and the new
GRI Towers USA plant. This required an in-depth review
of the area to adjust to new requirements and market
conditions.

Indirect purchases

For those purchases connected with investments, su-
pplies and services, etc, a supplier and subcontractor
selection process has been performed, in accordance
with criteria of service quality, market position and risk
prevention.

In the case of indirect purchases, completion of the SIA
(supplier approval questionnaire) is voluntary, although
all contracts include a mandatory Code of Ethics and
Conduct acceptance and commitment clause.

GRI Renewable Industries does not evaluate environ-
mental impacts (G4-EN33), or impacts on employment
practices (G4-LALS5), social impacts (G4-S0O10) or hu-
man rights impacts (G4-HR11) with any actual or po-
tential significant negative effect in the supply chain.

» Supplier Quality

The quality departments at the corporate level and at
each factory are responsible for supervision and over-
sight of products, together with the customer service
department. In order to resolve any supplier complaints,
the head of quality at the plant is responsible for admi-
nistering the process up to closure,

Thanks to all the projects begun during 2016, the su-
pplier quality area established goals focused on the re-
duction of complaints and the associated costs. To this
end, new specific procedures and new monitoring indi-
cators were drawn up, with implementation scheduled
for early 2017,

The Supply Chain Area was expanded in 2016 with the
incorporation of new professionals at all the plants. The
aim here is to improve coverage of all aspects connected
with the supply chain at each factory. Meanwhile, infor-
mation is to be formally included as regards sustainabi-
lity, ethics and human rights in the product and/or pro-
cess audits, as a part of the General Process Check List.

» Logistics

The external process logistics area refers to internationa-
lisation with the aim of reducing transportation costs, im-
proving service and generating a competitive advantage
against rival firms in the sector.

GRI'Renewable Industries
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"™ head office in modﬂd, through the Purchosmg Department, fo-

llowing a procedure that requires evaluation of all new suppliers,
and re-evaluation of existing suppliers every two years.

This evaluation is performed by means of the SIA (Supplier Initial
Assessment) questionnaire, which includes numerous aspects
connected with quality, the environment and safety, as well as
requirements associated with ethics and human rights. For all
applicable materials, there is the further requirement that they
must not be sourced from foundries using “conflict minerals”. A
total of 49 suppliers were evaluated and re-evaluated in 2016.

In addition to the evaluation, in situ audits are conducted by the
purchasing team, about products and processes. As one aspect
for improvement, the plan 2017 is to include and verify on the
audit checklist the availability of codes or policies as regards
ethics and anti-corruption, the availability of information and the
Sustainability Report, along with demands as to suppliers with
regard to conflict minerals..

suppllers

G4-ECS

400,108,238 euros, of which 78.46% correSpt_;rjds
to local suppliers. The table below sets out the per-
centage distribution by country:

Spain

South Africa

India

GRIRene
Sustainability Report 2016

China

Total
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Significant Changes

G4-13

* In 2016, “Gonvarri Eolica S.L" changed its company name to “GRI
Renewable Industries, S.L"

On 29 August 2016, Beijing was the setting for the ceremonial in-
clusion in the NEEO (National Equities Exchange and Quotation) of
the Chinese subsidiary of GRI Renewable Industries, S.L., Shandong
Iraeta Heavy Industries (SIHI).

The scope of the Report has changed since the previous year, as @
result of the commissioning in July and August 2016 of the new "GRI
Towers USA" factory in Texas, and “GRI Castings Zestoa” in Spain, as
well as the addition of our three factories in China.

Qualitative information is included on the future factories under
construction in China, "GRI Flanges China IV", in Spain, “GRI Towers
Sevilla’, and in Indig, "GRI Towers India II"

Principle of precaution

G4-14

By means of the Code of Ethics and Conduct, the Sustainability Poli-
cy and the Environment Policy, GRI Renewable Industries includes the Associations
principle of precaution, while also dedicating its efforts to the protec-

tion of the environment and continuous improvement. Gﬂd OrgGﬂ|ZGt|0nS
(4-16

Colaborate with:
- RAICA: Carballifio Industrial
Area Association

ASIME: Metal Industries
Association

AIMEN: Metallurgical
Research Association of the
Northeast

BOSB: Bandirma Organize
Industrial Zone

GTO: Gonen Chamber of
Industry

BSO: Balikesir Chamber of
Industry

IMMIB: Istanbul Metal and
Mining Exporter Commerce

GRI'Renewable Industries
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General Standard
Disclosures

United Nations Global Compact

The company's objective is to promote and implement the 10 universal principles on Hu-
man rights, labor standards, the environment and the business strategy of the compa-
nies. Therefore, in 2014 GRI Renewable Industries adhered to the United MNations Global
Compact, fulfilling all the necessary requirements for the renewal of the commitment in
2017,

What Really Matters (LQDVI) Foundation

Since 2013 GRI Renewable Industries has supported the LODVI Foundation, dedicated to
promote the dissemination of universal human, ethical and moral values to young people
through the development of congresses in which stories are presented as personal growth
and hope for the future. In 2016, a project has been done together with the foundation to
promote values among the company's employees,

AESLEME (Association for the Study of Spine Injuries)

In 2016, the collaboration with AESLEME was renewed, aiming at the prevention of
accidents and their serious consequences, social awareness of the problems that people
face after an accident and the improvement of their quality of life, offering them support
psychological and legal.

Seres Foundation

The aim of SERES is to make companies play a more relevant role in improving society,
through initiatives focused on creating value and assuming their role as a key agent to
solve social problems,

John XXIII Foundation for mental disability

y GRI'Renewable Industries has been supporting the Foundation since 2007, whose mis-
sion is to improve the quality of life of adults with intellectual disabilities and to promote
their social integration. AIso, it carries out actions aimed at helping them to develop and
interact in the place where they live, acquire an office through an adapted vocational
training center and facilitate them in the job search process.

e World Central Kitchen (WCK)

e Word Central Kitchen is a non-profit organization whose mission is to find sustainable
solutions to end food insecurity and malnutrition in areas suffering from humanitarian
disasters. The company supports this organization every year. Since it started in 2013,

Aladina Foundation
It is a Spanish entity founded in 2005, which aims to help children and adolescents with
cancer and their families. GRI Renewable Industries started its collaboration in 2016.

GRI Renewable Industries 27



|dentified material aspects
and boundaries

Coverage
G4-17

»Scope

This Report sets out information
regarding the 2016 financial year,
running from 1 January to 31 De-
cember. In the case of references to
information from outside the stated
period, this will be clearly indicated
in the corresponding subsection.

In comparison with the previous
year, we have extended the scope
of information to cover our three
factories in China and the new faci-
lities at "GRI Towers USA" in Texas,
and "GRI Casting Zestoa” in Spain.

Meanwhile, qualitative information
is included on the future factories
"GRI Flanges China 1", “GRI Towers
Sevilla” and "GRI Towers India II",

» Limitations on
the information

For those indicators where informa-
tion is not available, “not available”
will be stated.

For those where the coverage and
scope differ from that indicated, the
relevant specifications will be given.

GRI'Renewable Industries
Sustainability Report 2016

Content, scope and principles.
Material aspects

(4-18,G4-19, G4-20, G4-21 and G4-27

The Sustainability Report and Materiality Study were drawn up in accor-
dance with the guidelines established for the preparation of sustainabili-
ty reports by version G4 of Global Reporting Initiative, while definition of
the content and scope took into account all activities of GRI Renewable
Industries.

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

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 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 Participation of stakeholders: stakeholders are identified throu-
ghout this section, and the dialogue mechanisms indicated

¢ Comprehensiveness: the Report addresses the organisation's per-
formance in all material aspects and their coverage.



Part |

General Standard

Disclosures

» Process of execution of the materiality study

A B C D
IDENTIFICATION PRIORIZATION VALIDATION m

A. Identification of relevant aspects

In order to determine the external context of the com-
pany, a benchmarking process was conducted of com-
panies in the sector, detecting trends as regards sustai-
nability, and other significant topics. As for the internal
context, consideration was given to the material topics
highlighted in the 2015 Materiality Study, along with
the recommendations report generated by an indepen-
dent body. This resulted in the identification of 23 to-
pics.

C. Validation

Al the topics identified were 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, 18 material
issues were defined, as summarised below:

Identified material aspects
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Importance for GRI

B. Priorization

UFollowing identification, the 23 topics were weigh-
ted by importance, viewed in terms of the impact on
sustainability, and both the internal and external pers-
pectives.

Prioritisation of the identified aspects took into ac-
count their importance as reqards relevance for stake-
holders, as summarised below:

Internal perspective

¢ Analysis of content and objectives of the company
established in the Strategic Plan

¢ Policies and undertakings acquired by the company

e |nternal prioritisation of topics drawn up by Senior
(Management, taking into account the opinion as to
the importance category assigned to the aspect, and
also its timeframe (relevant impact in the short, me-
dium or long term).

External perspective

¢ Analysis of the most relevant topics for the competition
e Topics identified in the press

e Assessment survey regarding material topics for em-

ployees, on this occasion involving: 25% of the work-
force.

e |Information, requirements and vision of sustainability
of the main customers and suppliers.

GOVERNANCE-ETHIC PRODUCT
0 Global Presence @ Quality
e Ethic and integrity @ Technology and innovation
e Fight against corruption @ Product
9 Risk management
ENVIRONMENT
PEOPLE AND EMPLOYMENT @ Use of raw materials
e Diversity @ Energy
O Human Rights @ Emissions

‘ Health and Safety @ Environmental management

culture

@ Toent Aeraction ECONOMIC MANAGEMENT

Customers

@Supplg Chain

LOCAL COMMUNITIES
9 Impact, dialog with the community

GRI Renewable Industries
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» Summary of material topics
G4-20,G4-21 and G4-27

RELEVANT

ASPECTS

MATERIAL
ASPECTS

IMPORTANCE

STAKEHOLDERS

RESPONSE

Ethics, integrity
and compliance

Companies are currently required not only to comply with the applicable
legislation, but also 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.

Commitments
undertaken

Emplouees
Clients and Suppliers

Part 1 - General
standard disclosures
Part 2 - Economic
Dimension

This last aspect is directly connected with the activity of GRI Renewable
Industries.

Clients and Suppliers

Furthermore, companies are exposed to different types of risk (financial, Management
environmental, legislative, reputational, etc.) that could depend on both Commitments Part 1 - General
Risk external and internal factors. It is essential to identify these risks soastobe | qdertaken standard disclosures
Government - management able properly to manage them by means of appropriate plans and control Part 2 - Economic
mechanisms. Risk management provides solidity and trust, and contributes to | EMPloyees Dimension
Ethics the sustainable development of companies. Clients and Suppliers
The fight against corruption is one of the greatest challenges of modern
society. The main concerns focus on irreqular practices in purchasing Commitments Part 1 - General
: , processes, tax evasion, the awarding of contracts, permits and authorisations | undertaken I
Fignt Gtgolnst without transparency, and unlowful pauments. Given this situation, it is il UG dlsclospres
comuption important to develop mechanisms above all to prevent and, where necessary, | —1P'0YEES Part 2 - Economic
to combat corruption. Meanwhile, clear and transparent information for Clients and Suppliers Dimension
stakeholders underpins the trust and competitiveness of companies.
Management
Maintaining a significant position in strategic markets and the existence of Commitments Part 1 - General
Global presence | proven solvency help companies achieve financial robustness. Meanwhile, undertaken standard disclosures
and financial diversification of products, locations and markets, alongside experience Emol )
soundness and know-how, serve to diversify customers and identify new business Mmployees Part 2 - Economic
opportunities, and thereby profitable and sustainable development. Clients and Suppliers Dimension
Mass Media
The proper management of the supply chain, maintaining lasting and stable Management
relationships with suppliers, promotes quality and good performance onthe | Commitments
Responsible part of the company. Meanwhile, customers increasingly demand fulfilment | dertaken Part 1 - General
Economic supplu chain of environmental and ethical requirements, safety and human rights standard disclosures
Manaaement throughout the supply chain, enabling the economic development of the Employees
g regions where the company operates. Clients and Suppliers
Customer satisfaction is a strategic goal for most companies. Elements
such as quality, timely delivery, communication and the efficient handling Management
Client of complaints help to develop and guarantee satisfaction, forging strong Commitments ‘
management and lasting relationships. Within the current context of economic crisis and undertaken Part 2 - Economic
d <atisfacti reduced demand, the ability to develop quality products and to provide Dimension
and satistaction |- etficient services aligned with the requirements imposed, and also to Employees
anticipate customer needs, make a significant contribution to corporate Clients and Suppliers
competitiveness.
Good business practice means operating efficiently and responsibly, so as Commitments
Environmental to supply more competitive, cost-effective and environmentally friendly undertaken Part 2 -
management products. Having in place environmental management systems that take Sector ErviemEra
i r into account the control and monitoring of indicators such as consumption : }
and impac of raw materials, water usage, and generation of waste, serve to detect Employees Dimension
opportunities for improvement and to reduce environmental impact. Clients and Suppliers
Use of raw More efficient usage of resources offers both ecological benefits, by Management Part 2 -
materials and reducing the negative impact on the environment, and economic benefits, by Einlauess e
dangerous reducing the costs associated with purchasing, transportation, storage and plley : )
products management of waste, in the increasingly significant "Circular Economy’. Clients and Suppliers Dimension
Environmental Energy is an important element in the production process. Currently, the
Energu; c':mcbept %F ener%g efgtlehn;g is undergoing e>Eten5|\/e d'evejlopgnent‘through I Management Part 2 -
- the benefits it offers both in economic terms (cost-cutting) and environmenta :
C%jsumptlon and aspects (reduction in fuel use and emissions). This trend is also reflected Employees EQVlronmemto\
ElnniclrEnay in increasingly restrictive legal requirements, such as the European Energy Clients and Suppliers Dimension
Efficiency Directive 2012/27/EU. Emissions and climate change.
Climate change is increasingly significant, hence the growing need to
establish strategies and targets that will help arrest global warming. Management
Climate change As regards companies, most of these targets are tied to emissions of Sector PGFF 2-
dco greenhouse gases, contributing to mitigation through measurement plans, Environmental
an 2 reduction targets, compensatory actions and the use of renewable energu. Employees Dimension

GRI'Renewable Industries
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RELEVANT
ASPECTS

MATERIAL
ASPECTS

IMPORTANCE

To maintain and improve their competitive position, companies need to

STAKEHOLDERS

Part |
General Standard
Disclosures

RESPONSE

Talent attraction | Qttract new talent and specialist staff, allowing them to innovate and to Management )
and retention improve their operability, and to develop measures so as to retain teams and Employees Part 2 - Social
Troinin ' maintain their know-how. This is typically achieved through the development | 4 mirment Dimension
g of measures focused on underpinning a sense of belonging, recognition of Undertaken
merit and the development of talent through training.
GRI'Renewable Industries has a deeply rooted culture of risk prevention.
However, given its considerable importance it remains a strategic aspect. Commitment
|dentify and mitigate potential risks that could arise, raise awareness among | undertaken i
?(]ergltth Gotﬂl?Jork all staff in accordance with their position, and underpin accident prevention Emplouees Bm : SOClGl
Y and health enhancement measures. All these are fundamental aspects. ploy imension
People and The proper administration of Occupational Health & Safety contributestoa | Clients and suppliers
employment company’s reputation, and the efficacy of its processes.
Respect for human rights is a risk factor in several countries in particular. In M
addition, working conditions are @ decisive factor in the company's effective anagement Poit 2 - Social
Human rights performance and sound working climate. These days companies, through Employees D :
their human resource policies and the demands they place on suppliers, play Clients and Suppliers imension
a decisive role in protecting human rights and improving working conditions.
Diversity and Respect for equality and diversity is a risk factor. Meanwhile, the existence of Management Part 2 - Social
equality (not diversity and equality are decisive factors in the proper development of the Employees Dimension
discrimination) company and a positive working climate. Clients and Suppliers
GRI'Renewable Industries activity typically has a substantial repercussion on
Impact, dialog local communities because of its social impact (above all the creation of direct | Management
Local and investment and indirect emp\ogmeﬂt) and economic impact (rates, local purchasing, etc.) Emplouees Blaris 2 - Sercial
, inlocal Gnd on the environment (mcregsed‘opportunlt\es to access renewub\‘e ene‘rgg). ‘ DinEnsn
community I ‘ Dialogue with social organisations is fundamental in order to ascertain their Commitment
community interests, concerns and expectations, so as thereby to improve the quality of undertaken
life of the local population.
The sector faces numerous challenges to reduce costs, adapt to new and
increasingly powerful wind turbines, and above all to adapt to the demands Management
Technology and | of the offshore market. In order to address these requirements, and likewise Employees Part 2 - Economic
innovation as a way of making its products and services stand out, innovation is a Commitment undertaken Dimension
strategic tool fostering corporate competitiveness in the medium and long Clients and Suppliers
terms.
L o o Management
Product Product quality is of critical importance, since it guarantees customer Emplouees Part 2 - Economic
Quality satisfaction and improves brand perception, representing a significant C P gt tundertaken Di .
competitive advantage. ommitment undertaken Dimension
Clients and Suppliers
Product: Management
environmental The marketplace increasingly demands more efficient, safer and greener Employees Part 2 - Economic
impact and products. This aspect is therefore increasingly important for companies. Commitment undertaken Dimension
security Clients and Suppliers

previous reports

G4-22 and G4-23

guide in version G4.

Significant changes and
reformulations regarding

GRIRenewable

The focus of this Report is aligned with the Global Reporting Initiative (GRI)

As regards the scope, qualitative and quantitative information is included
on GRI Castings Zestoa, GRI Towers USA and GRI Flanges China, with the
exception of Health and Safety in the case of the last of these. Qualitative
information is also included on our plants under construction.

ndustries

Sustainability Report 2016



Stakeholder’s
engagement

Collaboration between GRI Renewable Industries
and its stakeholders

(4-24,04-25 and (4-26

GRIRenewable Industries enjoys constant dialogue with its stakeholders through the various communication chan-
nels that have been set up to maintain a fluid and two-way relationship. Below are detailed the communication
methods in place with the different users:

SUPPLIERS EMPLOYEES CUSTOMERS

» Ruditorias Rudits » Corporate intranet “Leading the Change” » Visit's to GRI installations

» Criteria for subcontractor's selection with daily news of the company as well » Audits conducted by clients

» Regular supervision through the H&S De- as discussion forums » Periodic meetings
partment

4

Interdepartament! Meetings with
Management in each of our work sites

X

B2B platforms available for some clients

v

» Quality Sustem. Monitoring & Performan-

ce Measurements Social Networks and Website

¥

¥

Business and Health & Safety

Committees
MASS MEDIA » Semiannual information meetings LOCAL COMMUNITIES
with the CEO & GOVERNMENTS

» Social Networks

4

» Corporate Website Sustainability Report

» Agreements with local authorities

» Press Office (available on the web) » Email » Licenses, permits and authorization

» Press Releases L :
Social Networks and website » Consultation time for Environmental

Impact Assessment
SHAREHOLDERS

» [Meeting with the Board of Administration

Y

Social action activities

2

» Ordinary and informative communications

GRI'Renewable Industries
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GRI Renewable Industries is a signatory
to ObservaRSE

GRI Renewable Industries has signed up to ObservaRSE (the Co-responsible Communication Observatory). Its
aim is to serve as a meeting point for all organisations, whether large companies, SMEs, non-profit organisa-
tions, associations or the academic world, who are striving for a better world and who believe in information,
communication, transparency, accountability and the importance of generating partnerships and dialogues
with all stakeholders,

ObservaRSE was founded for the purpose of helping to showcase responsible and sustainable activities by all
manner of companies and organisations in Ibero-America, and will aim to clear up prejudices and misunders-
tanding as regards CSR communication.

Communication with stakeholders by means of social media, the website and the intranet obtained the following
results:

GRI'RENEWABLE INDUSTRIES WEBSITE 2016

N° of visit to wwuw.gri.es.com 29,242
N° of pages visited 83,497
% of new visitors at the website 75%

N° of website users 22,217

GRI'RENEWABLE INDUSTRIES SOCIAL

MEDIA

Number of Twitter followers @GRIRenInd 484
Number of profiles’ s visits 5126
Number of Linkedin followers 5239
Number of visitors to Linkedin 4033

INTRANET LEADING THE CHANGE

Number of visits to LTC intranet 268

Number of pages visited 342,069

GRI Renewable Industries
Sustainability Report 2016



Report Profile

Period covered by the
report
G4-28

Period from 1 January 2016 to 31
December 2016.

Date of the previous

report
e oo presRie ONA N T

Sustainability Report for the 2015.

Sustainability Report
for the 2015

G4-30
Annual.

Contact

G4-31
For general issues regarding this
report, information is available at:

@ rsc@agri.com.es

=)

TeJ +34913791900

Eﬁ% Street Ombu 3, 12°
n I]II 28045 Madrid. Espafia

GRI'Renewable Industries
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GRI conformity and external verification

G4-32 and G4-33

The 2016 Sustainability Report was drawn up in accordance with the approaches, guidelines and recommenda-
tions of version G4 of the Global Reporting Initiative, on a comprehensive basis. The GRI Table of Contents can be
found in Annex.

GRI'Renewable Industries has once again this year performed independent external verification with the company
PwC. Both the annual accounts report and the consolidated report are audited by the same body. The external
verification report can also be found in the Annex.

GRI'Renewable Industries
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Governance

Structure of governance

G4-34

The governing bodies of the company are the General Shareholders' Mee-
ting and Board of Directors, the highest body of governance, supervision,
decision-making and control of GRI Renewable Industries.

The Articles of Association of GRI Renewable Industries set out the func-
tioning of the Board of Directors, and the requirements and deadlines esta-
blished for the General Shareholders' Meeting to be called. No provision is
made for any other means of administration of the company, and as a result
the modification to the executive body would entail a modification to the
Articles of Association.

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

RCEK Desarrollo y Gestién Industrial, s.L represented by D.Juan Maria Ribe-
ras Mera.

Gestamp Bizkaia, S.A. represented by D.Francisco José Maria Riberas Mera.

D. Javier Imaz Rubalcaba
D. Mario Ruiz Escribano
D. Noboru Katsu

D. Tomofumi Osaki

The company Acek Desarrollo y Gestion Industrial, S.L., represented by Mr
Juan Maria Riberas Mera, held the position of CEO of the Company at 31
December 2016, being delegated each and every one of the powers vested
in the Board, except those that by Law or according to the Articles of Asso-
ciation may not be delegated.

The Governing Body will represent the Company in all matters lying within
the corporate purpose and associated with the trade or dealings thereaf,
subject to no form of limitation, its acts and contracts placing obligations
upon the Company, with the entitlement to exercise all powers not express-
ly reserved by the Act or by these Bulaws for the General Meeting.

GRI'Renewable Industries
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Delegation of the highest body
of governance

G4-35

The Board of Directors reaches relevant decisions at its plenary sessions,
and where relevant, delegates execution of the decisions. Meanwhile, the
Board of Directors may agree special powers of attorney to be vested in
company employees to address individual aspects of operations previously
approved by the body,

Economic, environmental
and social responsibilities

G4-36

The responsibilities of the Board include the approval of and commitment to
comply with the Code of Ethics and Conduct, and the Sustainability Policy.
It may likewise expressly vest powers of attorney in company employees
to perform one-off aspects in those operations previously approved by said
bodu.

The members of the Board 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.

Likewise, GRI Renewable Industries integrates its economic, social and en-
vironmental responsibilities at the various Departments, the most senior
managerial figures of which refer any decision to be taken to the CEO and,
where applicable, to the Board of Directors.

Processes for consultation
between stakeholders and the
senior body of governance

G4-37

The various departments organise the mechanisms for the exchange of in-
formation between the Board of Directors and the different stakeholders.

GRI'Renewable Industries
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Composition of the senior body
of governance and its committees

G4-38

Indicator G4-34 summarises the composition of the Board of Directors.

The members of the Board of Directors are involved in the discussion and
adoption of decisions regarding economic, social and environmental mat-
ters, and are responsible for approving the Code of Ethics and the Sustai-
nability Policy.

GRI Renewable Industries is a non-listed company, the members of the
Board of Directors of which represent all the shareholders, and there is the-
refore no legal imperative to have representatives of other stakeholders in
place.

Conflict of interest

G4-41

Shareholders 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, appro-
ving the Consolidated Text of the Capital Companies Act,

On a supplementary basis, the possibility that different local cultures and
customs could condition the understanding of certain subsections of the
Code of Ethics and Conduct has been detected (including conflicts of inte-
rest). In order to avoid conflicts in the interpretation and application of the
Code, the "Behavioural Guide in Response to the offering of Incentives,
Gifts or Invites” has been drawn up, setting out a more detailed and prac-
tical operational framework. The distribution of these guides is performed
via the corporate university, and they are available in English and Spanish.

GRI'Renewable Industries
Sustainability Report 2016

Executive
function of the
President.

Processes of
appointment and
selection to the
senior body of

governance
G4-39 and G4-40

The President of GRI Renewable In-
dustries does not hold an executive
position. Power to appoint Directors
lies solely with the General Share-
holders' Meeting, representing the
interests of all the shareholders (see
indicator G4-34).

Shareholder status is not required
in order to be appointed as a Direc-
tor, and the position may be held by
both natural and legal persons. Simi-
larly, the Articles of Association es-
tablish the conditions prohibiting the
performance of said functions.

The Board Members will perform
their functions for an unlimited pe-
riod, notwithstanding the powers
of the General Meeting of Share-
holders to proceed at any time to
exclude and/or dismiss individuals,
pursuant to the terms of the Act and
these Articles of Association.

GRI' Renewable Industries is @
non-listed company, at which the
members of the Board of Directors
are appointed by the shareholders
themselves, and as a result conside-
ration is not given any other aspects
regarding adversity, minorities, etc.



Performance of
the senior body
of governance

G4-44

The performance of the Board of
Directors is not evaluated, as the
members are, through their stakes,
the owners the company, and repre-
sent all the shareholders.

The Board of Directors will meet
whenever so decided by its Presi-
dent, either on his own initiative or
when so requested by two of the
members, and will meet at least
once per quarter, and it all cases wi-
thin ninety (90) days of the end of
the financial year.

At the General Meeting, unless any
other majorities are established on @
mandatory basis, and except for the
provisions for the adoption of Key
Decisions for which responsibility
lies with the General Shareholders’
Meeting, corporate resolutions will
be passed by a majority of the vo-
tes validly cast, provided that they
represent at least one third (1/3) of
the votes corresponding to the sha-
res into which the corporate stock is
divided. Blank or spoilt ballots will
not be counted,

Key Decisions by the General Sha-
reholders’ Meeting will require a
majority of the votes validly cast,
provided that they represent least
eighty percent (80%) of the sha-
res into which the capital stock of
the Company is divided, unless any
other majority is established on @
mandatory basis.
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Functions and knowledge of
the body of governance regar-
ding sustainability

G4-42 and G4-43

We have in place, through the parent company, a global corporate cultu-
re that has maintained the same values and principles since the outset,
while adapting to the local needs in each country, current market condi-
tions 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.

GRI'Renewable Industries
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Functions of the senior body of governance in risk
management

(4-45,04-46 and G4-47

At GRI Renewable Industries, for 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 Committee making their contributions, prior to presen-

tation before the Board of Directors.

In the initial project definition and
analysis phase, information is ga-
thered as to potential clients, the
potential turnover associated with
each of them, costs and associated
investments, and the inherent coun-
try aspects (requlatory, repatriation
of capital, etc),

Following analysis of these aspects
in depth, a decision is taken as to
whether to refer the project to the
Board so as to move on to the next
phase, or to suspend the process.

Where necessary, the CEO and the
various company departments pro-
vide the Board of Directors with
periodic information. The Board
of Directors has responsibility for
approving the development of new
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plants and the measures establi-
shed 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 as-
sets and required machinery begins.

Subsequently, the company com-
missioned to perform the construc-
tion is selected and assigned. In
parallel, the personnel required to
operate the plant are selected.

Once the plant has been built and
the required machinery installed,
commissioning teams are deployed,
with experience built up at other
group plants, and along with the
locally hired teams they are res-
ponsible for the commissioning and
fine-tuning of the productive assets,
along with the training of local ope-
ratives, over periods normally ran-
ging from three (3) to six (6) months.

All these actions and the possible
risks derived from them are conti-
nuously analysed by GRIRenewable
Industries" management and teams,
serving to detect risks and to imple-
ment the required corrective measu-
resin a swift and agile manner.



Review and
approval of
the Report

Sustainability

G4-48

Sustainability Report organisation
is coordinated by the sustainability
team, including the Corporate Com-
munication, Marketing and Sustai-
nability Department. The function is
transversal within the organisation,
and so covers all the different com-
panies of the Group.

The Report and the materiality
analysis are produced annually by
this team, in collaboration with the
different areas and departments in-
volved at the company.

Once the Report has been genera-
ted, a process of supervision and
review is conducted by the CEO and
the Communication Department,
prior to final approval by the Presi-
dent.

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

G4-49

The General Meeting must be called by the governing body and, where
applicable, by the liquidators of the Company. The Board of Directors
will call the General Meeting whenever deemed necessary or desirable
in the corporate interests, and in all cases on the dates or during the
periods established in the Capital Companies Act.

They must likewise call a meeting if so requested by one or several stoc-
kholders representing at least five (5) per cent of the capital stock, sta-
ting in the request the matters to be discussed thereat. In this case the
general meeting must be called to be held within two (2) months of the
date when the notariol demand was served on the Board of Directors
to call the meeting. The order of business must necessarily include the
matters which formed the object of the request.

Unless any other requirements are established on a mandatory basis,
the General Shareholders’ Meeting will be called by the Board of Direc-
tors by means of an individual, written announcement to be sent by re-
gistered mail with confirmation of receipt, telegram, registered post offi-
ce fax or some other written or remote electronic means guaranteeing
receipt of said announcement by all shareholders, at the address they
have designated for this purpose, or the address recorded in the Com-
pany’'s documentation.

Those responsible for the various managerial departments maintain
permanent and fluid communication with the company CEQ. Any major
concern is passed on immediately by the managers of the various areas
to the CEO, who will, if necessary, 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 si-
tuation of the company, and in turn receiving feedback from the profes-
sionals as to these issues and other aspects of interest.

GRI'Renewable Industries
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Nature and number of issues raised
at the Board of Directors

G4-50

The Board of Directors is responsible for calling the General Meeting, which will be held within the first six months
of each financial year so as to scrutinise corporate management, approve, where applicable, the accounts for the
previous financial year, and rule as to any matter regarding the results.

The Board of Directors may call a
General Meeting whenever so dee-
med necessary or desirable in the
corporate interest,

The General Meeting will be validly
convened to discuss any issue, wi-
thout the need for prior notification,
provided that all the capital stock is
present or represented and those
present unanimously agree to hold
a General Meeting and the corres-
ponding order of business.

Unless any other majority is esta-
blished on a mandatory basis, and
except for the provisions of the
adoption of Key Decisions for which
the General Shareholders’ Meeting
is responsible, corporate resolutions
will be passed by a majority of the
votes validly cast, provided that
they represent at least one third
(1/3) of the votes corresponding to
the shares into which the corporate
stock is divided. Blank or spoilt ba-
llots will not be counted,

As regards the Board of Directors,
it will meet whenever so decided
by the President, either on his own
initiative or when so requested by
two of its members, and will meet
at least once per quarter, and in all
cases within ninety (30) days of the
end of the financial year.

The announcement will be sent by
letter, telegram, fax or some other
written or electronic means. The
announcement will be addressed
in person to each of the members

GRI'Renewable Industries
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of the Board of Directors, listing
the matters to be discussed at the
meeting, along with the information
required to allow the Directors to
take part in an informed discussion
as to the matters set out in the or-
der of business. Where applicable,
announcement of the meeting must
make reference to the fact that it
may be attended in person or by
proxy, whether physically in person
or through teleconferencing, video-
conferencing or some equivalent
system, with a requirement that the
technical resources required for this
purpose be indicated and provided,
which must in all cases provide the
possibility of direct and simulta-
neous communication among all the
attendees.

Unless all the Directors should agree
otherwise, the announcement will
be served 30 calendar days in ad-
vance of the date when the meeting
is to be held, except in cases of ex-
treme urgency, in the judgment of
the President, or at the request of
any Director, when it may be served
five (5) working days in advance. No
announcement will be required if all
Directors are present and decide to
hold a meeting.

The Board of Directors will be valid-
ly convened whenever the meeting
is attended by five (5) of the mem-
bers, with each Director entitled to
be represented by another Director,
with outhorisation being issued in
writing and signed by the party re-

presented, on an individual basis for
each meeting. This notwithstanding,
if a board meeting cannot be held
because of a lack of the establi-
shed quorum, it may once again be
called just 7 days in advance, with
the same order of business, in which
case it will be deemed validly con-
vened if the meeting is attended, in
person or by proxy, by the majority
of the members,

Resolutions may validly be passed
in writing, without a meeting being
held (including via written electronic
means), provided that no Director
should object to this procedure.

Unless any other majorities are es-
tablished on a mandatory basis, and
except as provided in the following
paragraph regarding Key Decisions
that are the responsibility of the
Board of Directors, the Board, if va-
lidly convened, will pass its resolu-
tions by an absolute majority of the
Directors validly attending the Board
Meeting, it being understood that in
the event of an uneven number of
Directors, the absolute majority will
be determined by rounding up (for
example, 2 Directors voting in favour
of the resolution, if 3 are in atten-
dance, or 3,if 5 are in attendance).

The Key Decisions of the Board Di-
rectors will require a vote in favour
by five (5) of the six (6) members
of the Board of Directors present in
person or by proxy, unless any other
majority is established on a manda-
tory basis.



Remuneration of the Board of Directors

G4-51, G4-52 and G4-53

The position of Director is unremunerated in said capa-
city, notwithstanding payment of any fees or salaries
that might be payable by the Company as a result of
the provision of professional services or an employment
relationship, as applicable, resulting from a contractual
relationship other than that derived from the directorial
position. Said fees will be subject to whatever legal regi-
me would apply to them.

In addition, and irrespective of the above, if administra-
tion and representation of the Company is entrusted to
a Board of Directors, and a member of the Board of Di-
rectors is appointed as CEO, or is attributed executive
functions by virtue of some other title, then a contract

Remuneration
and increase in
remuneration

G4-54 and G4-55

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

must be drawn up between said individual and the Com-
pany, in accordance with the legally established provi-
sion,

The contract will detail all items for which the direc-
tor may receive remuneration for performing executi-
ve functions, including, where applicable, any possible
compensation for premature dismissal from said func-
tions, the amounts payable by the company by way of
insurance premiums, or contributions to savings plans.

The contract must comply with the remunerations poli-
cy that would, where applicable, have been approved by
the General Shareholders' Meeting.
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Values, principles, code of ethics
and risk management

DMA, G4-56, G4-57 and (4-58

GRIRenewable Industries strives to grow as a sound and responsible com-
pany, through sustainable action in all countries where it has a presen-
ce, while also expanding its activities in all countries where appro-
priate conditions are met.

Our global corporate culture preserves the same values and prin-
ciples that have since the outset acted as the guarantor of these
objectives, adapting to local needs in each country, current mar-

ket 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

fulfil its objectives and the expectations of its stakeholders.

lveg

sty, Humility,
ity and Work

(4
nciples
eople, Leadership
ustainability
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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 operate,

The Code of Ethics and Conduct

Approved by the Board of Directors in January 2014, as the text guiding all
decisions taken by all members.

Global Compact

GRI'Renewable Industries has for a further year renewed its commitment
to the Global Compact, stating its wish to promote and implement the 10
universally accepted principles in the spheres of human rights, employment
regulations, the environment and anti-corruption.

Harassment Prevention Guide and Operational Protocol

Including measures for prevention and reporting of possible situations of
harassment, with the basic aspects for mandatory compliance in order to be
able to act honestly and responsibly in all the countries where we operate.

Behavioural Guide to deal with offers
of incentives, gifts or invitations

With the aim to comply with all laws, standards and requlations 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, communication, dissemina-
tion and oversight of the Code of Ethics, processing and support in the reso-
lution 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 the 2016 financial year, the Ethics Committee received one harass-
ment complaint from an employee, the case having now been closed (G4-
HR3). The company did not receive notification of any grievance of any third
party (G4-LA16), nor any regarding discrimination or other human rights
(G4-HR12).

The "Economic Dimension” chapter develops on these issues in depth.

GRI'Renewable Industries
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Risk management

GRI'Renewable Industries may be affected by risks inherent in its activi-
ties and the various countries where it has a presence. It has therefore
since 2015 had in place a “General Internal Control Framework”, based on
the COSO methodology, which includes:

SET OF ENTITY LEVEL CONTROLS

For the definition thereof, a material impact study was performed at each
group subsidiary and for the captions of the income statement and ba-
lance sheet, with the scope of the testing procedures being defined in
accordance with the outcome thereof. The tests were conducted so as
to detect any existing supervisory failings in the various processes, and
to ensure that the supervisory system fulfilled its fundamental require-
ments.

In Part 2: Economic Dimension, further information is given in this regard.

Sustainability Report 2016

Project
funding

DMA

The projects developed and funded
at GRI Renewable Industries inclu-
ded no clause or commitment as
regards human rights or anti-corrup-
tion practices. (G4-HR1).
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» GRI Renewable Industries Sustainability Policy

DMA

GRI Renewable Industries mission is to globally
meet the needs of our customers considering their ac-
tivity, the safety of our employees and the respect for
the environment.

GRI Renewable Industries is aware that its actions
have a direct impact on the environment, thus Sustai-
nability is positioned as a key element, as it is reflec-
ted on its corporate culture and on the development
of mechanisms able to create value for all its stakehol-

ders. 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
GRI Renewable Industries in order to reinforce the
actions, initiatives and behaviors in all the countries in
which it operates, as it is summarized in the following
commitments:

* Contribute to the creation of
long-term value for society,
customers, suppliers, emplo-
yees and communities in which
it operates, as well as for any
other stakeholder particularly
relevant to the Company.

» Promote Corporate Governan-
ce best practices, prioritizing
transparency, risk management
and fight against corruption,
through the Ethics Code disse-
mination and the management
and denunciation channels hold
by the Ethics Committee.

e Comply with applicable local
legislation adopting, where
needed, additional commitments
and standards recognized to act
with integrity 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 strengthening
this commitment and ensuring
compliance.

* Maintain a smooth communica-
tion with stakeholders being
able to listen and to respond to
their expectations through the
available channels,

* Achieve excellence through
innovation and continuous
improvement in its processes
and products, maintaining high
quality and safety standards,
minimizing its environmental
impact, reducing greenhouse
gas emissions and improving its
contribution to Society.

* (Collaborate withits 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.

 Promote the health and safety
care of all professionals working
directly or indirectly in its facilities,
and contribute to the improve-
ment of their quality of life,

* Develop measures for promo-
tion and retention of talent,
framed by favorable labor

relations based on equal oppor-
tunities, remuneration based
on responsibilities and personal
and professional development
support through training and
employment generation.

 Take part in social action
initiatives and projects aligned
with its business and corporate
culture to contribute effectively
to the welfare of Society.

This Policy must be dynamic and
adapted to the changing situa-
tions of the environment and the
markets where GRI Renewable
Industries operates. Thus, the
Sustainability Master Plan is perio-
dically elaborated, reviewed and
updated and the different improve-
ment objectives are gathered in its
different action axis.

GRI Renewable Industries is
committed to offer transparent,
reliable and accurate information
about its performance through its
Sustainability Report, as well as
any other channel deemed suita-
ble to Fulfill this commitment.

GRI'Renewable Industries
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Economic performance
DMA

GRI'Renewable Industries aims to consolidate its position in the wind energy
industry through quality service in response to its clients' expectations,
innovation, and positioning in strategic markets.

GRI'Renewable Industries
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» Momentum of the wind energy industry

G4-eC2

There has been for some years now
a global trend to fight climate chan-
ge by developing various initiatives
in order to make the fight effective
around the world.

During the year in question, the
22" United Nations Climate Change
Summit (COP22) was held in Moroc-
co, reflecting the worldwide commit-
ment and intention to arrest global
warming through specific actions,
such as the speeding up of the tran-
sition to a structure based 100% on
renewable energies.

Hccording to data provided by
the Global World Energy Council
(TWDCQ), in 2016 54,600 MW were
installed worldwide, the cumulati-
ve total power by the close of the
year being nearly 490 thousand

MW. The figure is 14.1% lower than
in 2015, when a record volume of
63,633 MW was installed.

China remains in first place, with 23
MW, followed by the United States,
Germany and India.

In the case of Latin American coun-
tries, Brazil tops the market rankings,
followed by Chile,

On the African continent, wind in-
vestments are particularly signifi-
cant, with 418 MW in South Africa
alone.

According to figures from WindEu-
rope, half of the power installed
in Europe was wind, with an addi-
tional 12,500 MW installed, and a
total power of 153,730 MW, cove-
ring 10.4% of electricity demand in

2016. Of the new megawatts ins-
talled, 10,000 MW are land-based
wind and 2,000 marine installations.

According to GUWEC sources, Spain
has maintained its position, despi-
te having installed just 49 MW in
2016, as a result of the controver-
sial Energy Reform.

As for the tower building trend, the
technology employed continues to
evolve towards larger wind turbine
blades, increased electricity genera-
tion, taller towers, and considerable
growth in the offshore area.

GRI'Renewable Industries
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GRI'Renewable Industries is a leading global supplier in the sector, with plants in Brazil, the United States, Indig,
South Africa, China, Spain and Turkey. It follows to offer all its customers tailored and high-quality services.

During 2016, two new plants began operations (GRI Towers USA and GRI Castings Zestoa) while work will begin
on the construction of additional three plants (GRI Towers Sevilla, GRI Towers India Il and GRI Flanges China 1V/).

NEW PLANTS

GRI' Towers USA began cons-
truction in 2015, with the aim of
underpinning its position in the
marketplace. Operations began in
August 2016, following success-
ful completion of all the audits,
and with the collaboration of the
start-up teams who came mainly
from Brazil and Spain.

The plant enjoys a strategic loca-
tion thanks to its positioning in the
vicinity of a major highway, one
of the main railway lines, and also
with direct road access to ship-
ping, assisting considerably in the
factory's logistics.

The plant currently covers 27,900
m¢, with more than two hundred
employees working two shifts.
The aim for 2017 is to increase
the workforce to 300, and to raise
output to 140 towers,

GRI'Renewable Industries
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GRIRenewble Industries acquired in 2014 the former TS Fundiciones foun-
dry in Zestoa (San Sebastian, Spain). Over the course of 2015, the com-
pany was hard at work modernising and adapting it to produce steel parts
for the wind sector.

GRI Castings Zestoa, as the plant is now named, is the group’s first foun-
dry, set up with the clear aim of including the machining process and the
company’s international ambitions, while also establishing its position in
the centre, expanding the product portfolio, in order to gradually attain @
leading position.

An investment of 7.1 million euros was made; the infrastructure covers
24,780 m?, of which 12,000 m? are industrial shop floor, expected to pro-
duce some 15,000 tonnes/year, with a maximum weight per part of 22
tonnes. There is currently a workforce of 42 employees, which is planned
to increase shortly to 150.

During 2016, final commissioning work was completed, and the factory be-
gan operations inJuly, ending the year with an output of 1,340 tonnes. The
target for 2017 is to manufacture 8,000 tonnes, in other words to have the
factory running at 50% capacity.

Zestoa

r Sevilla
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PLANTS UNDER CONSTRUCTION

GRI Flanges China IV

GRI Flanges China 1V, located in the
province of Shandong in the east of
the country, is currently under cons-
truction.

It will monufacture 16-metre diame-
ter flanges from a wide range of ma-
terials: High-strength and stainless
steel, copper alloys and aluminium.

Output is intended for the offshore
market, nuclear, aerospace, pressure
equipment production, etc.

50% of the factory is scheduled to

become operational in late 2017, ri-
sing to 100% by mid-2018.

r
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GRI Towers Sevilla

GRI Renewable Industries is adap-
ting the former shipyard facilities
at the River Port of Seville for its
marine wind tower factory. It is the
company’s first offshore tower pro-
duction plant, and so represents its
initial inroads into the market as part
of its expansion plan.

The official concession for 50 years
was granted in May 2016. The plant
will occupy an area of 159,700 m?,
including industrial workshops, offi-
ces and storage areas, and more
importantly will have a direct route
to sea thanks to its position on the
dockside of Spain's only inland port,
on the River Guadalquivir in Seville,
80 kilometres from the mouth of the
river,

The demolition and construction li-
cences were receivedin October and
November, respectively, allowing
definitive construction work to be-
gin on 26 November. The plant is
scheduled to become operational in
mid-2017.

|t will have capacity to manufacture
up to 110 complete towers per year
of maximum size, along with a fur-
ther 15 with no surface treatment.
There will also be additional space
available for future expansions.

The planned investment amounts
to 37.4 million euros, and more than
400 direct jobs should be created.
The GRI Towers Sevilla project will
revitalise an industrial area which is
at present depressed, but which in
the past was a landmark of the Spa-
nish city of Seville,
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GRI Towers India Il

In 2016, GRI Renewable Indus-
tries acquired land to build a se-
cond tower factory in India. The
new plant will be located in An-
thavaram, in the MNellore district of
Andhra Pradesh, and will provide
support for the current GRI Towers
India | plant.

GRI Towers India Il will occupy an
area of 263,136 m¢, and is sche-
duled to have a production capaci-
ty of 300 towers per year.

The planned investmentin the fac-
tory amounts to 20 million euros,
and some 300 direct jobs should
be created.

The facility is scheduled to begin
operations in the final quarter of
2017,

GRI'Renewable Industries
Sustainability Report 2016



» Balance sheet
G4-EC1 and G4-EC4

The GRI'Renewable Industries Strategic Plan aims to maintain a leading position in the marketplace, by increasing
the firm’s international presence, and creating value for all its stakeholders. This is made possible by a positive
bottom line to the balance sheet, with investment 136% higher than the previous year, along with appropriate
financing.

The company's key economic figures are summarised below:

Economic Value Generated (EVG), with a total of 408,228 thousand euros, distributed as follows:

Economic Value Generated (thousand €) 2015 2016

Turnover 318,289 401,319
Financial revenue 4,617 4,207
Other revenue 3,362 3,702
Total EVC 326,268 409,228

Economic Value Distributed (EVD) amounting to a total of 434,919 thousand euros, distributed as follows:

Economic Value Distributed (thousand €) 2015 2016
gtpheersgiggslocloesxt;e(rr)}grecgosing materials + auxiliary services and 227478 269,480
CAPEX 30474 72,634
Payment to capital providers 7,188 7,069
Taxes 14,600 28,236
Personnel 41,233 57,300
Investments in the community 304 200
Total EVD 321,277 434,919

The Economic Value Retained (EVR), with a total of -25,691 thousand euros.

The Economic Value Retained (thousand €)

Total 4,991 -25,691

The company's Net Worth is 330,989 thousand euros.

Net Worth (thousand €)

Total 242,532 330,989

GRI'Renewable Industries
Sustainability Report 2016



Meanwhile, the company received 7,502 euros (G4-EC4) by way of tax benefits from public authorities, as may be
seen below:

Tax reliefs and tax credits 16,253 1914
Subvention 4,630 111
R&D 4 320
Financial Benefits 4,657 5157
Total 25,244 7,502

The locations where GRI Renewable Industries has a presence received @
total of 28,236 thousand euros in the form of business rates, taxes and le-
vies, helping to improve the quality of life and services available to the local
population. The distribution by country is summarised below:

Brazil 11,638
Spain 8877
India 599

Turkey 2151
USA 187

South Africa 1,061
China 3,723
Total 28,236

As for other accounting obligations, individual GRI Renewable Industries
Group companies are in the main obliged to draw up annual audit reports
on their individual annual accounts, given the total volume of their assets,
turnover, and their average workforce, contain no exceptions in their res-
pective reports.

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 Se-
curity or taxation payments.
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Customer satisfaction
management

DMA

For GRI Renewable Industries, customers are a key asset within the value
chain, and it therefore tries to satisfy them by fulfilling their requirements,
demands and expectations.

The customers of GRI Renewable Industries are major corporations en-
gaged in the design, development and manufacture of wind turbines and
wind energy installations. For our customers, quality is an essential ele-
ment in the production process, as are service and fulfilment of delivery
deadlines. In order to comply with these conditions, indicators are defined
jointly with the customer, for the proper monitoring and measurement of
the whole process.

Meanwhile, the customers themselves perform periodic audits and visits
to the factories so as to verify that the stipulated requirements are being
fulfilled. Meanwhile, the established partnerships are reviewed, together
with a progressive adjustment of working methods, times, quality specifi-
cations, etc.

In order to underpin its presence in the sector, GRI Renewable Industries
takes part at trade fairs. Of particular significance are those staged in Chi-
na, where the company currently has three factories in production and one
under construction,
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(4-PR5

Through the quality supervisors at
its plants, GRI Renewable Indus-
tries conducts monthly monitoring
of the satisfaction of each custo-
mer. This is performed by measu-
ring key performance indicators
(KPIs), such as:

Budgetary

Fulfilment of stipulated

Handling and reduction of

Fulfilment of
to non-conformities arising in
audits

Work towards

Given the company's product diver-
sity, two different reports are drawn
Up, setting out the customer satis-
faction KPIs in accordance with the
product delivered: wind towers, and
flanges.

These reports reflect aspects to be
strengthened and improvement tar-
gets, along with the goals specified
for each customer and indicator. The
ultimate aim is to achieve an overdll
increase in satisfaction.

In 2016, a Customer Satisfaction In-
dex of 80% was achieved for towers
and flanges, and 85% for castings.
Calculation of the Satisfaction Index
did not take into account the GRI
Towers USA plant, as this was its
first year in operation, and it is still at
the start-up and adaptation phase.
(G4-PR5),
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Our product and quality
(4-PR1, G4-PR2, G4-PR3, G4-PR4, G4-PRE, G4-PR7, G4-PR9 and G4-ENZ8.

For GRI'Renewable Industries, offering good service and a quality product is
a vital aspect. Hence the establishment of the mechanisms required in order
to fulfil the various quality standards. Meanwhile, the company has in place
an expert team with considerable professional experience in the field, gua-
ranteeing the process of designing the manufacture of towers and flanges,
thereby fulfilling the expectations and objectives set by the customer.

GRI'Renewable Industries has a Quality Policy in place at all its factories in
operation, together with an integrated management system. Over the cour-
se of the year, quality certification was issued for the GRI Castings Zestoa
and GRI Towers USA plants, which means that all plants in operation are
now certified. Meanwhile, all the factories except for GRI Towers Brazil li-
kewise hold certification under standard EN1090.

To adapt to the new ISO 3001 standard (1ISO 9001:2015), an adaptation
plan has been designed, beginning in 2016 forimplementation in 2017, with
the aim of certifying the plants within the context of this new framework.

In any event, given their characteristics the products do not entail any che-
mical or environmental risk (G4-PR3). Meanwhile, no incidents regarding
health and safety involving products and services were registered (G4-PR2),
nor were any prohibited products nor any subject to litigation sold (G4-PR6),
nor are there any breaches regarding marketing requlations (G4-PR7), nor
any breaches connected with the supply and use of products (G4-PR9).

Our product (towers and flanges) does not have any packaging as such,
since it is transported as is when the production process is completed (G4-
ENZ8).

GRI'Renewable Industries
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100% of the towers and flan-
ges delivered to GRI Renewable
Industries customers have the
corresponding CE conformity de-
claration, certifying compliance
with the technical and legal requi-
rements established by the Eu-
ropean Union in terms of safety.
(G4-PR3).

In this regard, the company has re-
ceived no complaints based on @
breach of information and product
labelling requlations. (G4-PR4)




GRI Towers
India claims First
Gamesa QIT
Award

GRI Towers India claimed the
first Gamesa OIT Project Award
for the “Paint Low Gloss” project.
The project was selected in late
2015, when the GRI India team
was invited to take part at a OIT
training event,

Before the oward was made,
Gamesa and the GRI QIT team
had to perform three tests,
which began in February.

The winning team analysed
the problems connected with
paint low gloss, and produced
a database for internal proces-
ses. The findings were obtained
with tools that were internally
reviewed by members of Ga-
mesa OIT,
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Research, development
and innovation

GRI' Renewable Industries develops its competitiveness through innova-
tion applied to its processes and products. The R&GD+i department is res-
ponsible for managing and coordinating projects, which are developed and
executed jointly by the corporate department and the plants. Particular
mention should also be made of the GRIHybrid Towers division as another
significant company development line in the field of hybrid towers.

The company plays a lead role in both national and international projects. It
is likewise directly involved in the Spanish Wind Energy Sector Technology
Platform (REOLTEC), which coordinates various research, development and
innovation initigtives in accordance with the needs of the sector,

2016 sow the successful conclusion of a number of innovation and pro-
duction improvement projects, although the main lines of innovation and
development (WINDFIT and FLANGEROUTE) remain open as long-term
projects.

We should likewise emphasise the commencement of 2 new R&GD+i pro-
jects, “Protos” and "Roll 4.0 that aim to improve the efficiency of the wel-
ding process for towers and flanges, respectively, for the latest generation
of towers, and adaptation to new trends in the wind energy industry,

GRI'Renewable Industries
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First Hybrid Tower Installed
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During 2016, GRI Hybrid Tower performed the design, manufac-
ture and installation of its first hybrid tower. This first tower was
installed at the Rondavino Wind Farm in the municipality of Be-
cerril de Campos, in the Spanish province of Palencia, owned by
Gestamp Wind.

The total height of the tower installed was 110 metres, of which
30.8 metres corresponds to the concrete part, and the remainder
to 3 metal sections. A modern VESTAS V110 2.0 MW turbine
was installed on the tower, with a hub height 20 m higher than
the turbines previously installed at the park. The tower is fitted
with a monitoring system that will permanently record technical
data from the structure for implementation in future designs.

The project began in late 2015 with the dimensional scaling,
calculation and certification of the tower. The whole design was
produced by the GRI engineering department on the basis of the
design requirements provided by VESTAS. The development was
derived from the R&D+i effort that GRI Hybrid Tower has under-
taken since it was founded.

Manufacturing of the steel sections was performed by GWGA,
while the prefabricated sections that make up the concrete part
were produced at Prefabricados Zenet in Escalonillg, Toledo.

Both the design, and the manufacturing, logistics and installation
process, proved a success in terms of quality and deadline, fulfi-
lling all the objectives that had initially been set. This prototype
constituted the validation of the GRI Hybrid Tower patented so-
lution, and will serve as a showcase to demonstrate viability and
efficiency to customers.

GRI'Renewable Industries
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» Ongoing projects

Brief mention is made below of the pro-
jects in progress and their evolution:

GRI Renewable Industries
WINDFIT

The aim of the WINDFIT project is to de-
velop a new generation of wind energy
stems, from the initial product design
stage using new calculation models, op-
timising individual elements and welded
joints, and progressing up to the deve-
lopment of specific manufacturing pro-
cesses to minimise the distortion and
tension forces generated in the stem.
This new design will serve to reduce
the thickness and weight of the turbine
towers, so as to address the new de-
mands being raised in the sector.

WINDFIT is one of the major GRI Re-
newable Industries development lines,
with the first project milestone having
been successfully completed in 2016.
The aim of the second milestone will be
to optimise this calculation tool and de-
sign the first WINDFIT prototype. Com-
pletion is planned for 2017. The project
was funded by the CDTI, following R&GD
classification.

GRI Flanges Iraeta
FLANGEROUTE

The aim of the project is to research and
develop new manufacturing and valida-
tion technologies, serving to integrate
know-how and needs in the wind sector
in terms of tower flanges (offshore and
onshore), through the study and charac-
terisation of new materials in the selec-
tion and welding process.

The aim of all the above is to produce
large-dimension wind energy flanges
that can fulfil the quality and competi-
tiveness conditions demanded by the
wind sector,

This project is planned for conclusion in
2018,



4

The new projects being undertaken at the R&D+i area
including particular the following:

Focused on developing new high-productivity welding
strategies for the manufacture of offshore wind towers,
This project is headed by GRI Renewable Industries, al-
though it also involves GRI Towers Galicia and the Al-
MEN technology centre,

The main aim of the PROTOS project is to develop wel-
ding and inspection strategies serving to achieve the
productivity ratios required so as to be able to com-
pete in the global market for the manufacture of wind
towers, taking into account current trends as regards
the increased size and weight of turbines, in particular
in the offshore market, where the welding phase is of
considerable impact. This is a three-year project focu-
sed on two major lines of research:

for wind turbine
towers, that will integrate optimised welding pro-
cesses,

joint quality control software.

This project was approved as part of the Ministry of
Economy and Competitiveness funding round entitled
Challenges-Collaboration of the State Research, Deve-
lopment and Innovation Programme Focused on Social
Challenges, within the context of the 2013-2016 State
Scientific and Technical Research and Innovation Plan,

GRI Towers Galicio also stands out for its innovation in
terms of energy efficiency. As a result, one of the deve-
lopment lines has been funded by the public authority,
as a result of its innovative nature as a project: "New
systems for the recovery of heat issued by compres-
sors for metallisation booths”, financed as part of the
INEGA “Energy Efficiency and Savings in Industry and
Services Project”.
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ROLL 4.0-GRI Flanges Iraeta

Focused on the development of a new, efficient and sustainable rolling
mill configuration for the production of advanced steels. The main aim of
this rolling mill is to respond to the need to produce higher quality stee-
Is, making the producer stand out from other conventional producers, and
allowing optimal adjustment to manufacture the new generation of wind
energy flanges. This increase in quality is pursued by combining innova-
tions in the rolling process and the use of micro-alloys that give the product
highly specific mechanical characteristics.

The main drawback that they suffer, however, is their high cost. This the-
refore represents a quantum shift in quality in the field of special steels at
a lower cost.

The project is being developed in partnership with the company Industrias
Lagun Artea S.L. and is approved as an R&D+i project within the Basque
Government's HAZITEK 2016 funding programme. It also involves collabo-
ration by a number of centres belonging to the Basque Science, Technolo-
gy and Innovation Network. The project is planned for completion in 2017,

GRI'Renewable Industries
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The GRI
Flanges Iraeta
FLANGEROUTE
project

The GRI Flanges Iraeta FLAN-
GEROUTE project is based on
the research and develop-
ment of new manufacturing
and validation technologies
for large-sized (onshore &
offshore) wind energy flan-
ges, and is supported by the
Spanish Ministry of Economy
and Competitiveness.

As part of the “2015 Challen-
ges-Collaboration”  funding
round under the 2013-2016
State Scientific and Techni-
cal Research and Innovation
Plan, co-financed with Euro-
pean Union ERDF funds, the
consortium headed by GRI
Flanges lraeta and compri-
sing the Lortek and Azterlan
technology centres, agreed
government support for the
development of the FLANGE-
ROUTE project over the next
3 years.

The main objective of the
FLANGEROUTE  project is
to develop new manufactu-
ring technologies to optimi-
se costs and cycle times of
products manufactured at
the GRI Flanges lIraeta plant
in Zestoa, using advanced
welding technologies such
as flashwelding, along with
research into new raw mate-
rials.




Responsible supply chain

G4-12

For GRIRenewable Industries, suppliers are a hugely important asset within
the value chain, as project planning is dependent on them, while they likewi-
se represent a considerable volume of the cost involved.

Supply Chain is the corporate division that handles this aspect of the busi-
ness, comprising the following areas:

This is the first link in the supplier area process, verifying compliance with the
specified deadlines, monitoring alignment between cost and budget, and em-
ploying new technologies to generate synergies so as to optimise the supply
chain. They are likewise responsible for optimising warehouse management
and stock levels,

There are two purchasing teams, those responsible for “direct purchases” and
another for “indirect purchases”.

The former handle the purchasing of raw materials, such as steel. To this end,
they select suppliers in accordance with prior completion of the SIA (Supplier
Initial Assessment) approval questionnaire. The SIA includes aspects such
as quality, the environment, safety, ethics and human rights. In those cases
where this is applicable, it also includes the provenance of the materials, since
they cannot be sourced from foundries that use conflict minerals that help to
fund unrest in the Democratic Republic of Congo.

The latter, “indirect purchases’, are connected with investments, supplies, ser-
vices, etc. The selection of suppliers and subcontractors is based on service
quality criteria, market positioning and risk prevention. In this case, completion
of the SIA is voluntary, although there is a mandatory Code of Ethics and Con-
duct acceptance clause and undertaking.

Quality management is conducted from a twofold perspective. Firstly, the cor-
porate department manages and consolidates the results from all the facto-
ries, and furthermore each factory is responsible for control and supervision of
the products sold, serving to increase customer proximity

In 2016, procedures and monitoring indicators were drawn up to allow us to
measure and fulfil objectives focused essentially on reducing complaints and
the associated costs,

The external processes logistics area is responsible for internationalising the-
se processes, reducing transportation costs, improving service and generating
0 competitive advantage,

For further information, turn to Part |: General Standard Disclosures.
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Ethics, integrity, requlatory compliance

and anti-corruption

DMA and G4-S04

GRIRenewable Industries is an established and respon-
sible company that acts sustainably in those countries
where it has a presence, while continuing its expansion
wherever conditions for growth are appropriate,

All of which is performed in accordance with values and
principles that form a part of our corporate culture, and
are adapted to the local requirements in each country,
market conditions and the different stakeholders. The-
se values are Honesty, Humility, Perseverance and Hard
Work, the principles being Customers, People, Leaders-
hip and Sustainability.

In accordance with this approach, in December 2015
the Board of Directors approved the Sustainability Po-
licy, with the aim of underpinning the commitments
established in those countries where GRI Renewable
Industries is located,

All the above within the context of a Code of Ethics
and Conduct that guides the company in its actions
with stakeholders, and which has no place whatsoever
for wrong doing as regards customers, employees, su-
ppliers or the community at large.

To complement and round out all these aspects, the
"Harassment Prevention Guide and Operational Proto-
col” was approved, with the aim of minimising this pro-
blem, along with the “Behavioural Guide in Response to
the Offering of Incentives, Gifts or Invites”, so as to quide
employees as to possible conflicts that can arise in their
professional activities. The company has also signed up
to the 10 principles of the United Nations Global Com-
pact.

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

For more detailed information about the handling of
ethics, requlatory compliance and anti-corruption, turn
to Part I: General Standard Disclosures.

GRI'Renewable Industries
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» Risk management

Part Il

Specific Standard
Disclosures

DMA, G4-ENZY, G4-EN34, G4-LA16, G4- HR12, G4-S03, G4-S05, G4-S07, G4-S08 and G4-PR8

GRI'Renewable Industries faces various risks inherent
to its activities in the different countries where it ope-
rates. It has since 2015 had in place a “General Internal
Supervisory Framework”, which includes:

* Internal Control Committee and Policy
* Set of Entity Levels Controls

* Risk matrix and controls for each key business
process

Tests were conducted to detect existing supervisory
shortcomings in the different processes, with the aim
of defining whether the control system fulfils the fun-
damental requirements: efficacy and efficiency of pro-
cesses, quarantee of financial information, and com-
pliance with the applicable legislation and standards.

An analysis was first conducted of the scope of the
testing processes, along with a study into the material
impact that each group subsidiary could have in the
Group's income statement and balance sheet. In ac-
cordance with the materiality detected, 8 companies
were defined, accounting for 53% of GRI Renewable
Industries, where the testing was conducted and the
processes affected. (G4-S03),

All the risks analysed, which might or might not be
connected with fraud/corruption, are associated with
a control to mitigate the risks in question.

During the testing process, certain control deficiencies
were detected, with an action plan being defined and
executed so as to correct these deficiencies by 31 De-
cember 2016. It should be pointed out that despite the
shortcomings detected, no fraudulent activity/case of
corruption was uncovered in the operations analysed
(G4-S05),

Lastly, as regards fraud and corruption, mitigation talks
were staged as a part of the Entity Level Controls. The-
se are internal controls, of a global nature, applied to
the whole company, defining some at the top of the
corporate culture of the organisation and establishing
guidelines for the fulfilment of aspects of good gover-
nance, requlations and finance, among others, helping
to achieve the organisation’s goals.

The aim for next year is to extend the analysis, inclu-
ding other plants and with training delivered in this re-
gard for the first time (G4-504).

All these activities conducted by the company are
based on the COSO (Committee of Sponsoring Orga-
nizations of the Treadway Commission) methodology
to guide corporate actions in the sphere of risks and
internal control,

Anti-corruption policies and guides are furthermore
available:

e The "Harassment Prevention Guide and Operatio-
nal Protocol” was drawn up to inform workers as to
the company’s position regarding such matters, and
the operational framework to deal with them.

* United Nations Global Compact, with a renewal of
the commitment for a further year, expressing an
interest in promoting and implementing the 10 uni-
versally accepted principles.

In 2016, no significant fines or claims were received
with regard to social, working practice and/or human
rights aspects in excess of €100,000, nor any that gi-
ven their nature would have a particular impact on the
company. Likewise, no grievances or penalties were
received with regard to aspects connected with unfair
competition practices, monopolistic practices or leaka-
ge of customer data (G4-LA16, G4-HR12, G4-SO7 and
G4-PR8).

The number of penalties, and fines resulting from a
breach of legislation and regulations in 2016, was
considering significant above of €100,000 (G4-508).

As for environmental matters, no significant fines in
excess of €100,000 were received (G4-EN29), althou-
gh an environmental grievance was presented by the
authorities in India in the process of renewal of the
environmental licence, but this was not harmful to the
environment itself (G4-EN34).
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Social Dimension

People

Materials aspects Content

Attraction, development | » (Management focus
and retention of talent. » Training and professional development
Training » Performance evaluation

Human Rights » Labour conditions and human rights

Diversity, equality and

L » Diversity and equalit
non discrimination J q J

Management focus

DMA

GRI'Renewable Industries has highly qualified professionals, committed to the
corporate culture, values and principles of the company. The workforce is very
diverse and international, with shared values that help promote sustainable
growth.

GRI'Renewable Industries
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Human resource management is an essential task at the company, serving a function of change management,
as the driver of transformational processes. The activities undertaken at Human Resources include hiring, develop-
ment, skills, training, along with comprehensive administration of salaries, performance evaluations, social benefits,
and above all staff motivation.

GRI'Renewable Industries takes care to guarantee stable and quality employment, with opportunities for growth
promotion for all its professionals.

In 2016, the team that makes up GRI Renewable Industries comprised 3,357 professionals, distributed as shown
below (G4-LA12).

Personnel by country

Chinoq‘

27%

Personnel by age

Brazil

61%

Spain

7%

>30 years
>50 years

<30 years >50 years

South Africa

Wwomen
>30 <50

>30 <50

Country <30 years years >50 years | <30 years years >50 years Total
Brazil 171 327 27 20 61 1 607
Spain 93 404 62 18 61 7 645
India 84 287 10 1 0 0 382
South Africa 101 206 15 14 12 3 351
Turkey 170 117 2 4 6 0 299
USA 77 71 16 3 9 2 178
China 262 362 88 68 108 7 895
TOTAL 958 1,774 220 128 257 20 3,357

Particular mention should be made of the increase in

As for the distribution of employees by age, there is
a particularly notable percentage of workers aged be-
tween 30 and 50 years, accounting for 61 %, followed
by those aged under 30, at 32%, while workers over
50 represent 7%.

the workforce through the inclusion of China within the
scope of the Report, accounting for 27% of all emplo-
yees, followed by Spain and Brazil.

As for executive staff, 50% are aged over 50, and the
remaining 50% are between 30 and 50 years old.
Meanwhile, 67% are of local nationality, and all are
men. (G4-LA1?2) (G4-ECB).
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Attraction, development
and retention of talent

DMA

In order to continue its plan for expansion and market consolidation, GRI Re-
newable Industries is aware that it needs a stable, motivated and qualified
team. Aside from these requirements, it needs to create a pleasant working
atmosphere, since this is a key aspect for a competitive and sustainable com-
pany. The tasks of attracting and retaining staff are therefore fundamental
in guaranteeing the commitment of employees, and minimising churn in the
workforce.,

» Hiring and internal training

Internal promotion

Internal promotion is a resource to achieve employee satisfaction through the
development of and commitment to professional careers and the recognition
of talent.

When a vacancy is to be filled, the job offer is published internally via the
intranet in the "GRI Renewable Industries Job Posting” group. This group is
accessible to the whole company, and if after a reasonable time period the
position has not been filled, it is then advertised externally.

As an international and expanding company, the firm needs to fill vacancies in
different countries and factories, and as a result therefore sometimes offers
positions to posted workers. On other occasions, short-term deployments are
made available, such as the “start-up teams”. These teams assist in the com-
missioning of new factories, by passing on the know-how and experience
they have acquired and integrated within corporate culture,

With the aim of detecting current and future needs and improving promotion
through the development of individual short- and medium-term plans, the de-
sign and development of a “Talent Map” was approved in 2015.

This management and planning tool will serve to adapt the available talent to
the company'’s needs. 2016 saw the identification of firstly the critical posts,
and secondly the abilities, skills and capacities at the executive level, while
this analysis will be extended to the rest of the company in 2017,

Hiring

As mentioned earlier, as soon as the need to fill a job vacancy arises, the
search begins for a professional with an appropriate profile. This process em-
ploys digital tools, such as job exchanges, as well as attendance at job fairs
and collaboration with specific recruitment agencies.

Bursary programmes for young professionals represent another of the com-
pany's job creation approaches.

GRI'Renewable Industries
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First Human
Resources
meeting

GRI Renewable Industries
organized one training
week for the human re-
sources responsible in the
corporate office as well as
plants worldwide.

The aim of this first HR
convention was to stablish
guidelines to incorporate
standars process in order
to simplify the company
policies and promote com-
munication and coopera-
tion between the depart-
ment teams.

Also, thanks to the diversi-
ty of the company, it took
special interest to share
the best practices or the
initiatives of performance
of all plants with the idea
of being able to replicate
them.
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» Performance » Training and professional development
eva | UGti on DMA, G4-LAS, G4-LA10, G4-HR2 and G4-HR7
G4-LA11 Training is a fundamental aspect at GRI Renewable Industries, since having

GRI'Renewable Industries has had
its performance evaluation system
in place since 2015.

This evaluation currently applies to
the corporate site in Madrid (102
workers), and the managers of each
plant (77 managerial positions).

Performance evaluation is intended
periodically to assess employees in
qualitative and quantitative terms
as to the level of effectiveness in
the activities they perform, the re-
sults achieved through their work,
and the employee’s own satisfac-
tion.

For those employees working wi-
thin the operations division, a multi-
functionality analysis is conducted,
evaluating the skills and know-how
that would allow them to perform
different functions at the factory.

Managers
Country

a committed workforce is a key aspect allowing the company to grow, be
sustainable, and improve day by day. The company therefore provides em-
ployees with a range of tools in this sphere to help develop their capacities
and contribute to their motivation, thereby fostering the company'’s compe-
titiveness.

Each year, the factories analyse the training needs of their own employees
and draw up a “Training Plan” for the integration of new employees, along
with the improvement of existing capabilities, and risk prevention. To su-
pplement this initiative, mandatory global courses are launched from time
to time, such as those addressing the Code of Ethics, use of equipment, and
guidelines for the use of the Internet.

During 2016, the level of English of employees at head office in Madrid was
assessed, to ascertain their skills. Thanks to this study, more customised clas-
ses are now being delivered to achieve development and then certification in
accordance with international standards. In Turkey, courses have been deli-
vered in the field of improving welding work and performing work at height,
thereby increasing the employability of the workers in question (G4-LA10).

A total of 147,067 hours of training were deliveredin 2016. This represents
an average of 43.81 hours per employee (47.86 for men and 14.10 for wo-
men) (G4-LA9).

Their distribution by category and gender is set out below:

Middle Managers

Plant & Office personnel

m w m w
Brazil 40 48 15780 2670 16787.0 928.0
Spain 100.0 0.0 837.0 2210 443 2550
India 815 0.0 700.5 00 1535 0.0
South Africa 320 1200 504.0 2720 112,780.0 2,956.0
Turkey 150 0.0 375 750 54270 45.0
USA 45.0 0.0 7200 1200 4000 350
China 96.0 96.0 100.0 1000 1440 1440
TOTAL 373.5 264.0 4,877.0 1,055.0 136,134.5 4,363.0

It should be borne in mind that training increased considerably this year
because of all the courses delivered by the start-up teams supporting the
launch of the factories in the USA, South Africa and Spain. 23% of training
hours were dedicated to the field of Health and Safety,

As regards human rights, 311 hours of training were delivered, in South
Africa, Brazil, Turkey and India. (G4-HR2). Meanwhile, since staff safety is
dependent on the subcontracted safety companies, no information in this
regard is available, (G4-HR7).
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Turnover

G4-LA1

The workforce has expanded con-
siderably in comparison with the
previous year, mainly through the
inclusion of the new factories in
Spain and the USA.

We likewise included the three
factories in China within the scope
of the Report.

As for the other factories and offi-
ces, hirings were slightly higher
this year (3.2%) compared with
2015, and the churn rate was
14.86%.

Brazil 21
Spain 26
India V

South Africa /2
Turkey 12
USA 83
China 0

TOTAL 221
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Employment
conditions and
human rights

DMA

In order to remain a leading com-
pany in the sector, we need a com-
petitive and committed team, and
the company is therefore aware
that it must generate an appro-
priate working climate, and, as
mentioned earlier, retain motiva-
ted and qualified workers.

Sustainability Report 2016

G4-LA2

Flexible working is one of the most highly valued aspects, hence the com-
mitment to flexibility in terms of working hours, above all in office depart-
ments. The process begins from the point at which employees first join the
company, selecting the band of working hours that best suits them,

In the case of factory personnel, as the work is dependent on customer
needs and orders, different shifts will operate, and flexibility in adjustments
to working hours will be applied individually.

G4-LA3

In 2016, 93 men took this leave option, of whom 96% resumed their job,
while of the S women, 100% have now rejoined. Meanwhile, 99% and
24% of men and women, respectively, who took paternity/maternity leave
in 2015 remain at the company.

B Men
Women

Resumption Rate Retention Rate
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Diversity and Equality

G4-LA1e

GRI Renewable Industries is committed to the diversity of the people who
make up the company, giving it an unquestionable competitive advantage.

The inclusion of staff with different perspectives and origins helps to achieve
positive changes at the organisation, in the way of working, and in the ability
to innovate.

The distribution by gender and category breaks down as follows:

88% of the workforce are men, although over recent years there has been a
focus on hiring women, bringing the number up to 12%. In fact, there are now
16 female managers: 13 in Ching, 2 in South Africa and 1 in Spain.

Personnel by gender Personnel by professional category

12% 88%
P 79%

As for the distribution of staff by
professional category, “plant and
office personnel” represent the
most significant group for both

genders, as may be seen below: Managers Middle Plant & Office
Managers personnel

The following table shows the distribution of staff by gender, category and country;

Country <30 years >320$r§0 >50 years <30 years )320520 >50 years =
Brazil 171 327 27 20 61 1 607
Spain 93 404 62 18 61 7 645
India 84 287 10 1 0 0 382
South Africa 101 206 15 14 12 3 351
Turkey 170 117 2 4 6 0 299
USA 77 71 16 3 9 2 178
China 262 362 88 68 108 7 895
TOTAL 958 1,774 220 128 257 20 3,357

GRI'Renewable Industries
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(4-EC3 and G4-LAZ

Social benefits at GRI Renewable Industries are not uniform, given the specific aspects of standard practice in each
country. Information is summarised below for each country in terms of medical benefits, life assurance, disability
insurance and the canteen service,

Medical insurance 100% 0% 100% 0% 100% 100%
Life insurance 100% 100% 100% 0% 0% 100%
Disability insurance 100% 100% 100% 0% 0% 100%
Canteen-tickets 100% 0% 100% 0% 100% 0%

Meanuwhile, factories such as those in Brazil, Turkey, India, China and South
Africa have a special bus service for employees, while the canteen service
is offered only in Brazil, India and Turkeuy.

"Pension Plans” are available at the GRI Castings Zestoa and GRI Flanges
Iraeta plants, as a mandatory requirement of the Metals Sector Collective
Agreement for Guipuzkoa Province, while India and South Africa also offer
this benefit, although in the case of South Africa, it is available only to cer-
tain employees depending on their contract.

Lastly, India offers workers a retirement scheme under a system whereby
the employees contribute 12% and the company a similar percentage, with
those who complete 5 years of service at the company receiving an addi-
tional contribution. As for further benefits, Brazil has agreements in place
for pharmacies, schooals, leisure services, etc.

In Spain, the “PRF" Flexible Remuneration Plan offers the chance to include
a range of products within the remuneration package, such as meal and
childcare vouchers, transport season tickets, etc. allowing the benefits to
be adapted to each individual's needs, while also benefiting from the co-
rresponding tax breaks. In 2016, the PRF scheme covered the following
demands:

Medical Insurance: 47%

Childcare voucher: 14%

Training: 1%

Transport: 5% Restaurant voucher: 33%

GRI'Renewable Industries
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Job stability

G4-10

Part Il

Specific Standard
Disclosures

As indicated, GRI'Renewable Industries is committed to stable employment. 83% of employees are on a permanent
contract, while 17% have a temporary contract. Nearly 100% of employees work full-time, except for the 8 people
in Spain working part-time. This demonstrates the company's firm commitment to the consolidation of a reliable

workforce of employees, with experience and a sense of belonging.

The distribution of figures by gender and country is as follows:

Contract Employment
Permanent Part time
Country m w m w m w m w
Brazil 525 82 0 0 525 82 0 0
Spain 380 73 179 13 557 80 2 6
India 355 1 26 0 381 1 0 0
South Africa 202 22 120 7 322 29 0 0
Turkey 289 10 0 0 289 10 0 0
USA 14 8 150 6 164 14 0 0
China 673 170 39 13 712 183 0 0
TOTAL 2,438 366 514 39 2,950 399 2 6

Remuneration
DMA and G4-EC5

GRI'Renewable Industries is aware that remuneration is an important fac-
tor in terms of talent attraction and retention. The company therefore aims
to improve on the minimum salary established by local legislation.

Below is set out the ratio between the annual starting salary at the com-
pany for the lowest professional category and the minimum salary establi-
shed by local law:

Remunerations

South Africa Turkey

Men ratio .10 112 123 | 1
Women ratio ‘ 110 ‘ 112 ‘ 240 ‘ ‘ 1
General ratio .10 112 18l | 1

China and USA data are not available.

GRI'Renewable Industries
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Social Dimension

Health and Safety

Material aspects Content

» Management focus

» Training and awareness

» Communication and organization
» Risk assessment

» Tracking indicators

Culture of management
in health and safety

Management Focus
DMA

For GRI Renewable Industries, the health and safety at work of its employees is a
strategic aspect, and its significance at the company is therefore integrated within
the Code of Ethics and Conduct, as well as the Health and Safety Policy itself,

GRI'Renewable Industries
Sustainability Report 2016
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The most important aspect for GRI Renewable Industries is to have a healthy and safe working climate at all its
sites, and to integrate health and safety as standard practice among workers in their daily operations.

Health and safety management is therefore essentially organised through the development and implementation
of management systems based on standard OHSAS 18001, and through the IPRL excellence index, which goes
beyond the legal provisions applicable in each of the countries where the firm operates.

At present, OHSAS 18001 certification is held by the GRI Towers Brazil, GRI Towers Turkey and GRI Towers Galicia
factories, while the IPRL excellence index is gradually being implemented at all the plants, with the aim of achieving

excellence in health and safety. The model is developed on over the course of the chapter.

» IPRL as a model of excellence

The IPRL index establishes a safety standard for GRI
Renewable Industries factories, defining common heal-
th and safety criteria applicable to all the company’s fa-
cilities, combining all the specific aspects of the different
technologies and production processes.

The IPRL standard includes and surpasses the legal
provisions applicable to each of the countries where
GRI Renewable Industries operates, as well as all the
OHSAS 18001 requirements. It likewise includes best
practices and solutions developed internally, in pursuit
of continuous improvement.

The index is based on S0 factors, which are the technical
and management aspects with an impact on the safety
conditions of each factory. For each of these factors, the
IPRL defines a series of criteria and performance levels.
Through the implementation of all the IPRL criterig, the
factories attain excellence in safety.

Meanwhile, the IPRL likewise serves as a precise sa-
fety performance indicator. At each of the company's
factories, all the IPRL factors are evaluated specifically
in accordance with standard criteria, defining a level of
performance for each of them.

The index is divided into three groups: “Indices”, “Wor-
king Conditions”, and "H & S Management”. For each of
these, the IPRL has a number of performance factors
with a maximum percentage to be attained. By combi-
ning these three groups, the IPRL index establishes an
average value for all the factors. This serves to repre-
sent the overall level of safety performance at the plant
in question.

The graph below shows the three groups that make up
this index, in addition to the weightings given to each
factor evaluated.

IPRL Index

Rates 30%

3 Factors

Working conditions 35%

59 Factors

H&S Management 35%

28 Factors

Frequency Rate 27%
Severity Rate 27%
Severe Accidents 45%

Routes of traffic (3 factors)
Stores (5 factors)
Lifting tools (4 factors)

Fine protecton (3 factors)
Productive machines (31 factors)
Auxilliary machines (6 factors)
Environmental conditions (5 factors)
Ergonomic conditions (2 factors)

Accidente investigations 5%
Training 4%
Special Works 5%

Risk assessment 7%
External companies 4%
Healtth surveillance 4%
Safety Inspections 5%

Audits 3%

GRI'Renewable Industries
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The objectives pursued through this index are a reduc-
tion in accidents, alignment of the entire organisation
to improve safety, the integration of productivity and
safety within continuous improvement, as well as deci-
sion-making based on greater information, the develop-
ment of a working safety culture and the achievement
of excellence in occupational health and safety.

With the aim of overseeing the evolution of each GRI
Renewable Industries factory, the results of the IPRL
are continuously monitored and evaluated quarterly by
the team responsible for Health and Safety. The results
obtained by each plant are available to the whole or-
ganisation over the corporate intranet, in more general
or detailed form, depending on individual specific needs.

Another of the aspects to highlight is that this is an
effective vehicle for continuous improvement, and a ca-
talyst for change at most factories. The improvements
are palpable in each individual part of the unit, and the
general output of the factories.

The most obvious conclusion about IPRL is that good re-
sults are, among other aspects, down to the fact that the in-
dex is not a vertical system, with strict rules to be followed,
butinstead encourages independent initiatives, In truth, it is
0 desirable standard, while also serving as a precise measu-
rement system to detect any deviation from this.

After a full year preparing and
fine-tuning the IPRL, the index
was implemented in the first
quarter of 2016 at seven GRI

Renewable Industries  sites. GRI Flanges Brazil

By the end of the year it be-

GRI' Towers Brazil

The success achieved at those factories with the hi-
ghest points scores has taken the form of spreading
responsibility for implementation of the index across all
workers at the factory and the departments. This serves
to create a virtuous circle that aligns different people
and departments with shared safety objectives, filling
them with pride and dedication when they see such po-
sitive scores awarded to their work, as well as satisfac-
tion with regard to the other factories and colleagues at
different sites.

As mentioned, the IPRL is a continuous improvement
tool not only for the factories, but also for GRI Renewa-
ble Industries as a whole. By including IPRL criteria in
the design of new factories, the company channels past
experiences at the safest factories from the outset,
thereby avoiding possible problems that can easily be
resolved.

Lastly, another notable aspect of the IPRL is the gene-
ration of an appropriate framework for collaboration be-
tween companies and factories. As the factories are at
the heart of IPRL, they are encouraged to manage and
have in place their own safety strategy. Meanwhile, at
the corporate level only minimal resources are required
to provide support, share experiences and provide ob-
jective supervision.

Work
conditions
40T %
2016 Improvement ®

Prevention
management
40T %
2016  Improvement ?

came clear that the occupatio-
nal safety practice had been

GRI Towers Turkey

a success, since most of the GRI Towers India

factories registered significant

improvements. Specifically, two GRI Towers Galicia

GRI Towers South Africa

of them (GRI Towers Brazil and
GRI Flanges Brazil) managed to
attain the “green” performance
level (IPRL excellence), as may
be seen in the following graphic

GRI Flanges Iraeta

GRI Renewable
Industries

L The percentage improvements were calculated by taking into account the results

for Q1 in 2016. *GRI Towers USA and GRI Castings Zestoa will be incorporated wi-
thin the IPRL indicator over the course of 2017.

GRI'Renewable Industries
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GRI Flanges
Brazil
achieves
excellence in
|IPRL indicator
level

GRI Flanges Brazil managed
to achieve the level of "exce-
llence” in the IPRL (Occupa-
tional Risk Prevention Indi-
cator) in the sphere of Health
and Safety in the third quar-
ter of 2016.

This made GRI Flanges Brazil
the first plant to achieve this
excellence target, following
months of hard work and de-
dication by all its workers.

The task began in late 2015
with the overall presentation
of the indicator to all mana-
gement teams, by the local
Safety team. The benefits
associated with implementa-
tion were swiftly identified,
establishing goals and the
pathway to be followed so
as to achieve the aim of ex-
cellent performance.

Part Il

Specific Standard
Disclosures

Training and awareness-raising

The two most important principles drawn from the Health and Safety Po-
licy are to create a health and safety working environment, and to incor-
porate health and safety as standard practice in workers' daily operations,

In accordance, those workers joining the company for the first time, or tho-
se switching to a new job, are given specific training for their category and
the functionalities they are to perform. The same applies to subcontractor
staff beginning work at the plants, thereby guaranteeing that risks are mi-
nimised, and quality standards are fulfilled.

For workers handling specific machinery, aside from the general health and
safety training given to everyone, they receive more specific instruction in
the use of the tool. Meanwhile, some workers receive additional training
compared with their colleagues, and are responsible for reaction in cases
of emergencu.

All the training delivered is reviewed and refreshed by the supervisors of
each area on a periodic basis. The company is also responsible for laun-
ching other awareness-raising actions to reinforce all the lessons learned
in this field,

One of the most notable training initiatives is the Be Safe! programme laun-
ched for the first time in 2015, comprising an awareness-raising campaign
to make employees more sensitive to Health and Safety issues.

Other initiatives include the international celebration of “World Health and
Safety Day’, involving @ range of initiatives addressing the importance of
the involvement of workers in improving health and safety.

Below we set out the total number of hours of health and safety training
delivered by country;

South

Training Brazil Spain India Turkey usA

Africa
503 1746 7538 8992

Hours 14760 2184

41% Brazil
USA: 25%

6% Spain
2% India

Turkey: 21% 5% South Africa

GRI'Renewable Industries
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Communication and Organisation

G4-LA5

Communication

As seen in the stakeholder parti-
cipation section, there are various
channels to engage in direct and
two-way communication with the
various audiences. In the specific
case of the safety areq, two-way
communication is conducted at the
plants, the figures responsible being
the manager and/or safety coordi-
nator each site. These two indivi-
duals are responsible for reviewing
the issues proposed and for prioriti-
sing those deemed of greatest rele-
vance for the factory.

The Health and Safety Committee,
which includes a workers' represen-
tative, meets quarterly to discuss re-
levant issues regarding plant safety,
the approach to risk mitigation, the
selection of protective equipment,

Sustainability Report 2016

accident rates, the investigation of
accidents and incidents, and the
planning of preventive and correcti-
ve actions (G4-LAB).

Employee representation on the
health and safety committees is de-
tailed in the following table;

Brazil 95%
Spain 75%
India 100%
Turkey 100%
USA 100%
Total 91%

China and South Africa data are not available

Other
channels aside from the commit-
tees include;

internal  communication

Suggestions boxes, such as the
Be Safel box located at each
plant

Information boards

Daily, weekly and monthly mee-
tings to monitor relevant issues
such as risk prevention planning.

Leading the Change intranet

External notifications of serious
and very serious accidents and
employee deaths are conducted in
accordance with the terms of local
legislation, in complionce with ILO
recommendations.



Organisation of safety

Health and safety management at GRI Renewable Industries is conducted
at the plant level, coordinated and supported by the corporate Occupatio-
nal Health and Safety department.

All GRI Renewable Industries plants have a health and safety coordinator
in place, and depending on the scale of the factory, this figure will be su-
pported by one or more risk prevention technicians. The coordinators and
technicians are responsible for including risk prevention tasks within pro-
duction processes. In the case of the factories in Brazil and Turkey, there
are also medical teams who help ensure that this culture of risk prevention
is constantly applied.

However, the efforts made by the company to mitigate risks does not stop
there, since aside from the IPRL, the awareness-raising campaigns, the
committees, training processes, etc. there are certain Health and Safety
principles that serve as guidelines governing the implementation of such

topics:

1. Provide a healthy and safe
working environment at all our
operational sites.

2. Integrate Occupational Health
& Safety within all our manage-
ment processes.

3. Involve all employees in Occu-
pational Health & Safety Mana-
gement in accordance with the
functions and responsibilities of
each.

4. Foster a genuine risk prevention
culture at every level of the
organisation.

5. Achieve the highest standards
in the field of Occupational
Health & Safety, fully complying
with the applicable legal requi-
rements and local regulations, in
addition to all corporate policies
and procedures,

6. Permanently evaluate the risks
applicable to each job.

/. Plan, coordinate and implement
risk prevention actions to mini-
mise the risks detected at each
operational site. Review risk
prevention planning by Mana-
gement at each site.

8. Learn from experience and con-
tinuously improve Occupational
Health & Safety Management.

9. Permanently train, raise awa-
reness and develop the skills of
employees, in accordance with
the functions and risks of their
jobs.

10. Monitor the state of health of
workers in accordance with the
risks of their jobs.

11 Evaluate Occupational Health
& Safety Management through
internal and external audits to
verify the fulfilment and effecti-
veness of this policy,

12 Demand that partner compa-
nies and suppliers take respon-
sibility for occupational health
and safety, and comply with the
requirements of GRI Renewable
Industries in this regard.

Risk
analysis

G4-LA7

Each factory conducts a risk as-
sessment that is periodically re-
viewed by both the plant and cor-
porate coordinators. In accordance
with the results obtained, the de-
fined risk mitigation protocols are
deployed.

In the case of jobs that are classi-
fied as involving exposure to risk,
all protective measures are imple-
mented, using appropriate PPE in
accordance with need.

During 2016, 6 risk-exposed jobs
were identified, affecting a total of
24 workers, distributed as follows:

GRI
Castings 6 24
Zestoa

GRI'Renewable Industries
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Tracking indicators Days lost

G4-LA6 Rate of professional
illnesses G4-LA7

GRIRenewable Industries performs continuous monitoring of the indicators
connected with both internal and external employee accidents. Incidents

are also followed up so as to be able to establish preventive measures that Country Men Women
will improve employee safety, and hence the working climate. Brazil >3 00
Spain 10 0.0
. TOTAL 0.87 0.00
HCCldEﬂtS Rate of the professional illness: calculated
. , , on the basis the following formula (n° of
During 2016, there were no fatal accidents at GRI Renewable Industries. occupational diseoses/ﬂogof hours &,Ofked)
*1,000,000

The different accident rates are detailed below:

In all other countries, the rate of

Accidents professional ilinesses is 0.0 for
with leave Own Personnel External personnel bath genders.
rate
Country Men Women Men Women Rate of days lost
o - 00 % 00 through accident
Spain 282 500 1502 0.0
o 4'7 oo b oo Country Men | Women
South Africa 0.0 334 140 00 Brozil 3230 4c
Turkey 5o oo o oo Spain 5696 | 1,2000
USA 0.0 0.0 0.0 96.7 India 626 00
Total 9.97 18.42 16.97 66.67 SouthAfical 1134 1671
Rotg of accidents UJithDIeo\/e: Colcu\ote*d in basis of the following formula: N° accidents with Turkey 1501 00
medical leave 2016/ n® hours worked *1,000,000.
USA 0.0 00
TOTAL 261.3 400.6
Accidents .
without leave Own Personnel External personnel Eeedt%r?iﬁggbzL?;i;g%%hw?ﬁ;'?sprﬁjg‘(CI:JJ%’F
rate days lost due to occupational accidents/n°® of
Country Men Women Men Women hours worked) *1,000,000
Brazil 144 00 00 00 Rate of days lost
Spain 102.1 714 00 00 through absence
India 224 0.0 34 0.0
South Africa 00 00 14.0 0.0
Turkey 38 0.0 0.0 0.0 Country Men Women
USA 487 877 10.7 00 Brazil 18223 @ 42949
TOTAL 32.0 25.3 12.7 0.0 Spain 20548 | 30013
Rate of accidents without leave: Calculated in basis of the following formula: N° accidents with India 1158 00
medical leave 2016/ n° hours worked *1,000,000. South Africal  2,838.7 26732
Turkey 11294 104.2
USA 0.0 00
TOTAL 1,576.26 | 3,366.20

Rate of days lost through absence: calcu-
lated on the basis the following formula
(n° of absence days/n°® of hours worked)
*1,000,000

GRIRenewable Industries
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Social Dimension

Local community

Material aspects Content

Impact, dialogue and
investment in the local
community

» Management focus
» Social Action

Management focus

DMA

GRI'Renewable Industries 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.

GRI'Renewable Industries
Sustainability Report 2016



Details are set out below of how the company makes its
contribution of value to society, and the form that this takes.

e Employment created and maintained, with a figure of
661 for new hirings and a total workforce of 3,357
employees, 86% of whom are of local nationality, whi-
le 83% have a permanent contract. Further informa-
tion is given in this regard in the People section.

e Economic value distributed (EVD), with a total of
434,919 thousand euros. Meanwhile, purchases from
local suppliers, which corresponded to 78% of overa-
Il purchases, and an expenditure of 400,108 million
euros, while the payment of taxes and social security
contributions totalled 28,236 thousand euros.

Furthermore, GRI Renewable Industries 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 cha-
llenges faced globally,

To achieve this objective, the aim is to align social
collaboration with business activities and the Sus-
tainable Development Goals (SDGs), through di-
rect engagement with the communities where the
company has a presence, among other aspects by
means of social initiatives and partnership with a
range of associations, membership of local indus-
trial associations, and the relationship with public
authorities.

GRI'Renewable Industries
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DMA and G4-ECS

In 2016, the expenditure on suppliers amounted to 400,108,238 euros, of
which 78.46% corresponds to local suppliers. The table below sets out the

percentage distribution by country; DMA

GRI'Renewable Industries is awa-
100 re that in order to be able fully to
develop in those countries and
communities where it has presen-
ce, it must make a contribution to
their constituent societies. So as
to achieve this aim, it establishes a
direct and fluent dialogue with its
audiences.

80

60

40

In diaglogue with third parties (lo-
cal authorities, public bodies, local
administrations) it follows the gui-
delines set out in the company’s

20

Spain  Brazil South Africa Turkey India usA China  Total Code of Ethics and Conduct.
™ PRy B= Py T = gy
1 - n = Meanwhile, involvement — with

associations (G4-16) and local
bodies considerably enriches the
company’'s development, by kee-
ping it abreast of the queries, stu-
dies and working parties in the
sector, allowing a reference fra-
meuwork to be built up.

Although it was not possible to
conduct a study as to the com-
pany’s impact on the environment
or on society, GRI Renewable In-
dustries did not identify any real
or potential significant negative
impact on the local community as
a result of its facilities (G4-S02),
nor did it present or receive any
grievances regarding social im-
pacts during the year (G4-SO11).

GRI'Renewable Industries
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The regions where GRI Renewa-
ble Industries has its sites receive
revenue through business rates,
levies and taxes, that help impro-
ve the services and life of the local
population. The amount trans-
ferred during 2016 was 28,236
thousand euros, with the countries
receiving the greatest amount be-
ing Brazil and Spain. The break-
down by country is shownin Part I:
General Standard Disclosures,

The output of GRI' Renewable Industries is based on raw materials such as
steel, the component most heavily used by the company, which thanks to
its properties is entirely recyclable. This therefore serves to reduce usage
and consumption of natural resources, while also facilitating energy sa-
vings by turning waste into a raw material.

Consideration must likewise be given to the fact that the construction of
the towers and flanges themselves facilitates the use of clean and re-
newable energy sources. This thus promotes the use of new energies, with
annual output serving to avoid 468,219 tonnes of CO..

During 2016, 1,277 towers were manufactured at the various factories of
GRI'Renewable Industries, as may be seen below:

Towers sold by country

35
30
25
20
15
10

Spain Brazil Turkey India South
RAfrica

As for the output of flanges, the cumulative volume over the course of the
period was 109,526 tonnes.

All this is made possible by the close relationship the company enjoys with
its customers, seeking ways to achieve efficient and innovative production,
reducing environmental impacts and generating sustainable development.

GRI'Renewable Industries
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Social Action
DMA and G4-S01

S0 as to support local development in the regions where
GRI Renewable Industries has a presence, various agree-
ments are being put in place with non-profit organisations,
with which corporate activities are staged.

Local initiatives are undertaken at operational sites in an
attempt to improve the quality of life and daily reality of
the local population. These initiatives focused this year
on care for the environment, sports activities, and econo-
mic donations to local educational and health projects.

As for development programmes and actions with the lo-
cal community, these are staged mainly at 6 of our facto-

To improve the participation in and communication of
these initiatives, the corporate intranet includes a group
entitled "Charitable Initiatives”, allowing all employees to
interact and find out about different charitable causes and
projects, while also explaining the social tasks performed
by the various NGOs and Foundations. The group on the
Internet so far has 213 subscribers.

A number of the initiatives undertaken by the various GRI
Renewable Industries sites are detailed below:

ries and at head office (40%).

EDUCATION

GRI' Renewable Industries orga-
nised a volunteering day with the
John XXIII' Roncalli - Foundation,
delivering classes that address
various issues, such as “how to
access the job market”, "how to set
about job interviews", and "how to
search for an employment using
social media”,

These classes were given by em-
ployees from the human resources
and IT systems areq, for 80 stu-
dents of the Foundation,

In addition to these activities, the
children of employees were gi-
ven the chance to attend an ur-
ban summer camp to foster their
integration with students of the
Foundation. The camp involves
such activities as “how to care for

an allotment”, “treasure hunts” and
"handicraft workshops”.

GRI' Renewable Industries su-
pported the LODVI Foundation in
staging a number of congresses

GRI'Renewable Industries
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addressing ethical, human and cul-
tural values, delivered in various
Spanish cities and intended for
pre-university students.

In partnership with the Foundation,
an online course in the values of
"Effort and Entrepreneurship” was
lounched among GRI employees in
lote 2016. The course was built on
the basis of the company’s values,
and led by speakers such as Toni
Nadal and Jorge Font, who through
their experiences provided exam-
ples of how to put these values
into practice,

COM LY INTERVENCION DE

Lastly, to mark the 10th Anniver-
sary of the LODVI Foundation,
children’s stories were purchased,
using brief narratives to convey a
range of values,




ENVIRONMENT

GRI Renewable Industries strives
to preserve the environment and
to combat climate change, whi-
le also supporting sporting and
healthcare initiatives. As a result,
various plants in Turkey, Spain and
South Africa staged the following
social action initiatives:

and
head office in Madrid staged en-
vironmental  activities  compri-
sing the planting of 1,250 trees,
to match the number of towers
produced the previous year. The
chosen locations, close to the
hinterland of the company, were
the municipality of Carballifio and
the area around Avila. A total of
130 people attended the events,
planting 800 and 450 indigenous
plants, respectively, including such
species as silver birch, maple, holm
oak, cork oak, conifers, pines and
mountain ash.

meanwhile, donated the cost of
50 young trees to an association
for the reforestation of green-
belt land close to the factory site.
The trees were properly planted
thanks to support from the Asso-
ciation.

HEALTH AND SPORT

GRI'Renewable Industries believes that positive habits are vital for the
health of employees and the community, and so has staged numerous
initiatives connected with the promotion of sport.

These ventures in many cases have a twofold objective, as an important

tool in raising funds for social projects.

A number of examples are summarised below:

SU-
pports sport and healthy lifestyles
among its employees, and as a
result sponsors the cycling team
made up of a number of workers
at the plant. The scheme has be-
nefited 15 users. It has also spon-
sored the football Academy and
youth five- a-side football team
in O Carballifio, the Pifior car rally
and the Arenteiro charity race.

Suppor-
ted the local five-a-side football
team by sponsoring the players’
kit. These projects amount to a
sum total of 10,434 euros, bene-
fiting nearly 500 people.

staged
ablood donor day for plant emplo-
yees. This involved hiring a Turki-
sh Red Crescent bus to attend the
factory during all the shifts, giving
employees the chance to give
blood once the health staff had
conducted a suitability test.

Another activity undertaken by
GRI Towers Turkey was involve-
ment at the local fair, raising funds
that were donated to an associa-
tion dealing with child cancer.
Numerous employees purchased
articles produced by the patients'
families.

con-
ducted campaigns in the villages
round the factories with the aim
of fulfilling the basic needs of
underprivileged elderly people.
These campaigns were staged
prior to the spring break and on
workers' day.

GRI'Renewable Industries
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EDUCATION

GRI'Renewable Industries views training as an important and beneficial aspect for the development of the regions
where it has a presence. As a result, through a range of corporate and local initiatives it implemented various edu-
cational projects during 2016,

Of particular note is the extensive
activity of

in the field of education in
the Cape region.

Over the course of the year, part-
nerships were established with
the two main educational insti-
tutions in the city of Atlantis, to
support primary level education.

A relationship was likewise esta-
blished with the technical school
and all its campuses in the region,
including Cape Town University,
This allows GRI Towers South
Africa to support the education of
the local population, from the ear-
liest stages at school up to uni-
versity attendance and vocatio-
nal training. All of which benefits
socio-economic development in
the region, and fulfils the schoo-
ling needs of 5,000 students.

Meanwhile, the development of
skills and knowledge on the part
of the underprivileged popula-
tions of Atlantis, where GRI has
its factory, is also promoted.

Support has been given in this
area to the technical training of
professionals who in the future
will be company employees. All
the above was conducted toge-
ther with the technical campuses
of West Coast College and Cape
Town Universituy.

The possibility of including engi-
neering roles as apprentices and
tradesmen in the various produc-
tion processes at the company
is currently being considered.
20 apprentices were taken on in
2016, 50% of whom have some
degree of disability

has
through bursaries and study ma-
terials helped students at the
schools nearby the factories. This
makes a contribution to the deve-
lopment of the local population.

ECONOMIC DONATIONS

In addition to conducting social ini-
tiatives, GRI Renewable Industries
also undertakes sponsorship pro-
grammes in the communities where
it has a presence.

GRI'Renewable Industries
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made
an economic contribution to a local
school so as to refurbish the buil-
ding, thereby benefiting 400 chil-
dren.

made a

contribution to Zestoa town council
to stage the local festivities.
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Local collaboration with public authorities

DMA and G4-506

GRI Renewable Industries collaborates with public authorities on an altruistic basis, establishing relationships
with local authorities with complete transparency, in accordance with the guidelines set out in the Code of Ethics.
Meanwhile, the company does not make any economic or in-kind contributions to political parties (G4-S06).

Intergune Seminar for
the internationalisation
of Basque companies

GRI Renewable Industries was in-
volved at the Intergune Seminar sta-
ged at the Barakaldo BEC by SPR,
the Basque Government's business
development agency.

The gathering focused on the inter-
nationalisation of Basque compa-
nies and the risks and opportunities
provided by political and economic
changes in the various countries.
The CEO of GRI Renewable Indus-
tries, Javier Imaz, was accompanied
by the President of Ingeteam, and
the President of Mondragdn Inter-
nacional.

Analysis with the autho-
rities in Seville: arrival of
GRI Towers Sevilla in the
region

The President of Gonvarri Steel In-
dustries, Jon Riberas, and the CEO
of GRI Renewable Industries, Javier
Imaz, met with the Mayor of Seville,
the President of the Port Authority
and the Regional Economy Minister

to advance details as to the com-
pany's establishment in the Andalu-
sian capital,

In May, GRI Towers Sevilla was
awarded the 50-year concession
to occupy 159,700 square metres
at the Port of Seville. The budget
allocated to the venture is 54 million
euros, to supply 110 towers a year,
with 400 jobs expected to be crea-
ted. GRI Towers Sevilla will manu-
facture and dispatch from Seville the
offshore metal structures and wind
towers used to install wind turbines
at seq.

The Basque Regional Pre-
sident visits the GRI Flan-
ges Iraeta and GRI Cas-
tings Zestoa plants

Basque Regional President Ifigo Ur-
kullu visited the GRI Flanges Iraeta
and GRI Castings Zestoa plants, ac-
companied by other organisations.
Company President Jon Riberas was
present at the head of the executive
team, alongside Javier Imaz, CEO of
GRI Renewable Industries.

The managers of GRI Flanges Irae-
ta, and GRI Castings Zestoa also
showed the Regional President and
representatives of the Basque Go-
vernment around the facilities they
run, detailing certain characteristics
of the rolling mill processes, in the
case of GRI Flanges, and how the
steel is cast, at GRI Castings..

A Basque Government de-
legation visits GRI Towers
South Africa

A delegation of the Basque Gover-
nment visited the facilities of GRI
Towers South Africa in Cape Town.
The aim was to witness the poten-
tial of Basque companies and explo-
re the opportunities in South Africa
for the Basque economu.

GRI South Africa represents the lar-
gest production investment in the
renewable energies market in the
country,

GRI'Renewable Industries
Sustainability Report 2016



Environmental performance » Management and environmental impact

» Energy consumption

Energy and efficiency » Energy efficiency

Climate change and (O, » Emissions and climate change

Environmental performance

DMA

GRI'Renewable Industries, through its Quality, Environment and Health and Safety Policy,
alongside the Integrated (Management System, emphasises its respect for the environment, and
activates appropriate mechanisms so as to operate efficiently and responsibly, thereby offering

quality, competitive and profitable products.

Sustainability Report 2016
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GRI Renewable Industries measures and mMonitors its
levels of consumption, emissions, waste, discharges,
etc, along with further environmental parameters, so
as to analyse its efficiency, and thereby establish pe-
riodic improvement objectives helping to minimise its
environmental impact, without affecting the quality of
its products.

Meanwhile, training and environmental cwareness
raising is a fundamental practice in order to promote
responsible behaviour. During 2016, such training fo-
cused on good practices and aspects such as energy
efficiency, waste management and the environmental
management indicators,

At present the GRI Towers Galicia, GRI Towers Turkey,
GRI Towers Indig, GRI Towers South Africa, GRI Towers
Brazil, GRI Flanges China I, Il and Il plants hold 1SO
14001:2008 certification, representing 67% of the
plants in operation.

No significant finds in excess of €100,000 have been
imposed against the company for environmental mat-
ters (G4-ENZ29).

Only one environmental complaint was received from
the authorities in India in the process of renewing the
environmental licence, but this did not cause any harm
to the environment itself (G4-EN34).

Steel consumption (tons) 262,023 390,933
Energy consumption (G)) 144,238 271,345
Other energy consumption (G)) 105,020 133,355
49,160.69 42,879
Water consumption (mM3) 78% supply 75% supply
22% Superficial water bodies 25% Superficial water bodies
Non-hazardous Waste: scrap (tons) 28,775 25,530
Non-hazardous Waste: Others (tons) 2,555 1831
Hazardous waste (tons) 2,565 2,081
Environmental investment (€) 20,599 122,306
Environmental expenses (€) (G4-EN31) 532,548 184,000

GRI'Renewable Industries
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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 economy’, to promote global competitiveness, foster sustai-
nable economic growth and generate new jobs. The aim is to achieve a transition towards @
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.

Given its 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 material
in the world. Recycling generates savings

of up to 85% of water, 80% of energy

and 95% of carbon, avoiding the omis-

sion 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 origina-

llu produced in the 19" centuruy. (Sour-

ce: UNESID).

As a result, practically 100% of the
products manufactured at GRI Re-
newable Industies are fully recyclable,
significantly reducing their environmental
impact at the end of their useful life, and
helping to close the circle.

GRI'Renewable Industries
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Aware of the need to preserve this resource, it has opti-
mised 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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Steel can be infinitely recycled
while maintaining its properties.
Our product, the towers and
flanges are destined for wind farms
and there are 100% recycled.

GRI'Renewable Industries has
commercial agreements in place with
steel suppliers who provide the raw
material in all the countries where it
operates. The composition of the steel
contains a variable percentage of
recycled steel, depending

on the tupe. ﬂﬁ

BRAE=

GRI'Renewable Industries enjoys a
leading position in all the main steel
markets through its 12 production
centres, its 3 plants under construction
and its product portfolio (onshore &

Steel has outstanding properties: offshore towers, flanges, etc).
high performance, strength, durability,
versatility... allowing us to develop
very high quality products, following
and fulfilling the specifications of our
customers.

Sustainability Report 2016



Raw materials and hazardous products

DMA, G4-EN1 and G4-ENZ

Production processes at GRI Renewable Industries
make intensive use of steel (390,933 tonnes), since this
is the main component of all its products, followed by
welding wire and flux. As for hazardous products used
at our facilities, there are very few, and they are hand-

led in accordance with the procedures and instructions
in place, complying with the applicable regulations, and
avoiding manual contact as far as possible,

The main volumes of consumption during the year are
summarised below:

GRI South

Steel 87,984 99,878 31,876 28,331 11,457 8834 131,319
Flux 504 286 150 102 13049 28 -
Painting 460 1,439 179 254 81 12 -
Grit 81 140 26 65 19 140 -
Welding wire 516 303 150 158 31 26 -

With regard to the use of recycled materials, the steel used in our processes

is partially made up of recycled steel.

This composition varies depending on the supplier and the product. The re-

sults by product type are set out below:

Tons consumed | % recycled

Towers 22713 18%
Flanges 164222 | 18%
Castings . 10756 | 58%

Conflict Minerals

Since 2010, following the approval of the Dodd-Frank
Wall Street Reform and Consumer Protection Act, go-
vernments, companies and consumers are increasingly
demanding information on the source of so-called “con-
flict minerals” in the manufacturing of the products they
sell, and this has therefore become a significant aspect
of the supply chain.

As a result, for purchases of raw materials, where appli-
cable, the SIA serves to request information as to prove-
nance, the requirement being that the purchases must

GRI'Renewable Industries
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Steel recycled

tons (G4-€EN2)

40,157
29,088
624

not be derived from foundries using “conflict minerals’,
this term applying to columbite-tantalite (coltan), casi-
terite, wolframite and gold, and any other mineral or de-
rivatives that would contribute the funding of conflicts
in the Democratic Republic of the Congo or any neigh-
bouring country, serving to continue the perpetration of
human rights atrocities.

We likewise inform our customers, where required, as to
the absence of such minerals from our products.



Energy

The production process at GRI
Renewable Industries makes in-
tensive use of energy as a result
of the tower and flange manufac-
turing operation. The company is
therefore incorporating measures
to increase energy efficiency in
its processes, to reduce its carbon
footprint and environmental im-
pact.

Meanwhile, recent climate chan-
ge agreements are fostering the
development of energy policies in
various countries which will give
momentum to the sector of indus-
trial components associated with
renewable energy over the coming
years.

G4-EN3 and G4-EN4

Over the course of 2016, GRI Renewable Industries consumed a total of
404,700 (), of which 67% corresponded to electrical consumption, and the
remaining 33% to fuel consumption (LPG, natural gas, propane and diesel).

The distribution by country is summarised below:

GRI'Spain 52,641 0 62,575 2,028 4,419
GRI Brazil 41,858 838 14,061 0 1637
GRI Turkey 15175 0 5216 819 0
GRIIndia 14,251 1,168 0 0 1211
GRI'South Africa 13313 351 0 0 0
GRIUSA 2,529 0 2 0 1,090
GRIChina 131,578 0 37,940 0 0
Total 271,345 2,357 119,794 2,847 8,357

Calculation of the conversion factors employed such acknowledged sources as DEFRA (Depart-
ment for Environment, Food and Rural Affairs) and IDAE (Instituto para la Diversificacién y Ahorro
de la Energia).

As regards consumption of electrical energy, most is used in the production
process, as summarised below:

939 Production

Use of energy
L7 Both uses

Conditioning

As for external energy consumption, as mentioned in the 2015 sustainabi-
lity report, no information is available regarding this indicator. Information is
expected to be available by 2030 (G4-EN4),

GRI'Renewable Industries
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» Energy intensity
G4-ENS

GRI Renewable Industries believes
that measurement of energy inten-
sity is a good way of measuring the
efficiency and impact of its proces-
ses.

The calculation takes into conside-
ration both electricity and fuel (LPG,
natural gas, propane and diesel), co-
rresponding solely to internal energy
consumption. The resulting annual
ratio is calculated by dividing the
internal energy consumption by the
total weight of the products sold in
each country.

Given the considerable difference
between tower and flange manufac-
turing processes, we have presented
the information separately for the
two processes.

The following tables detail the re-
sults obtained:

Energy intensity “Flanges”

GJ consumed/
tons of sold
product
GRI Flanges Iraeta 3.38
GRI Flanges Brazil 732
GRI Flanges China 2.20
TOTAL 2.56

Energy intensity “Towers”

GJ) consumed/tons
of sold product

GRI Towers Brazil 0.69
GRI Towers Galicia 0.77
GRI Towers India 062
gI;IiCTGOLuerS South 125
GRI Towers Turkey 0.7

Total 0.74

GRI'Renewable Industries
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Emissions and Climate Change

DMA, G4-EN15, G4-EN16, G4-EN17/, G4-EN18, G4-EN1S, G4-EN20,
G4-EC2 and G4-EN27

Climate change is of increasing significance, and is one of the main cha-
llenges 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 glo-
bal commitment was established to "keep the temperature rise below 2
degrees compared with pre-industrial levels, and pursue efforts to limit
the increase to 1.5 degrees”. So as to achieve this goal, global CO, emis-
sions will need to be reduced by 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 sym-
bolic level of 400 ppm of CO.. Although this limit had already been sur-
passed 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.

GRI Renewable Industries believes that the main options in addressing
climate change focus on the use of modern and efficient technology for
renewable energy generation, the development and implementation of
energy efficiency measures in its processes, and training and aware-
ness-raising staff.

AFFORDABLE AND

1 CLIMATE
CLEAN ENERGY

ACTION

Goal 13

Adopt urgent measures to com-
bat climate change and its effects,
particular through the incorpora-

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 energy efficiency im-
provement rate.

tion of national plans, policies and
strategies that will help minimise
the impact.



Benefits of
renewable energies

Renewable energies, and specifi-
cally wind, provide a quarantee of
sustainability given their non-po-
lluting properties. They are inex-
haustible and globally accessible
sources of energy. Meanwhile,
they reduce the consumption of
fossil fuels by helping to combat
climate change and avoid the pro-
duction of greenhouse gases and
pollutant emissions.

Per klWh generated, it has an envi-
ronmental impact that is 21 times
lower than that produced by oil,
10 times lower than nuclear ener-
gy and 5 times less than gas, ac-
cording to the AEE.

Wind energy generation does not
entail any risk to the populationin
the locations where it is installed.
Meanwhile, the costs of genera-
ting renewable energy cannot be
compared with fossil fuels.

As a result, investment in renewa-
ble energies is a commitment that
also allows for development in
depressed and rural areas, impro-
ving the habitat, generating jobs,
encouraging the establishment
of local suppliers, and acting as @
spearhead for the service industry
and economy in the region.

That is why GRI Renewable In-
dustries is working to open new
factories in strategic locations, for
the onshore and offshore market.
Production of hybrid towers is
another way of contributing new
solutions to the current landscape,
with unceasing efforts being made
to arrest climate change and redu-
ce the generation of CO, emissions
as far as possible.

Part Il

Specific Standard

Disclosures

» Reduction in energy consumption
G4-ENG

As for the obligations to conduct "Energy Audits”’, in accordance with the
provisions of Royal Decree 56/2016, of 12 February 2016, GRI Renewa-
ble Industries has satisfactorily audited 100% of its factories in Spain: GRI
Castings Zestoa, GRI Towers Galicia and GRI Flanges Iraeta, providing a de-
tailed analysis of distribution of electricity and natural gas consumption by
plant, industrial process, equipment and main production line,

As a result of the audits, a number of performance improvement and sa-
vings options (MAEs) were detected, and following implementation they
will allow us to reduce consumption at factories, without dropping perfor-
mance levels.

Our aimin 2017 is to analyse the audits in depth and improve the results
of the measurements conducted, mainly at GRI Towers Galicia and GRI
Flanges Iraeta, to provide more complete and detailed information prior to
approval of the Investment Plan,

GRI Towers India celebrates

Woodland Week has been staged since July 1947, when national
leaders dedicated their efforts to this course. Following Indian inde-
pendence, the movement began in 1950 when the Minister of Agri-
culture and Food and the Minister of Health at the time announced
the launch of a National Tree Planting Week.

To mark the event, the GRI Towers India factory planted 300 trees
in the area around the plant, mostly locals species suited to regional
conditions (Ficus, Indian gooseberry, Neem, Janglee tree and Karan
tree). The process was monitored via satellite by “Latitude and Lon-
gitude waves & rays”,

GRI'Renewable Industries
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The main activity of GRI Renewable Industries is the
manufacture of components for wind turbines (towers
and flanges) intended for the generation of wind energu.
This renewable and sustainable energy does not emit
greenhouse gases into the atmosphere, thereby contri-
buting to the mitigation of climate change.

We are likewise committed to the achievement of the
Sustainable Development Goals (SDGs), in particular
those helping to combat climate change (SDG 7.3 and
SDG 13.2).

Below we highlight our contribution in this context du-
ring 2016:

Reforestation

G4-ene7/

Trees and woodlands have a direct relationship with cli-
mate change. On the one hand, climate changes affect
woodlands by raising average annual temperatures and
modifying rainfall patterns, while also increasing extre-

GRI'Renewable Industries
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me climatic phenomena. Meanwhile, woodlands help to
arrest climate change, by acting as sinks that trap and
store CO.,

GRI'Renewable Industries therefore committed in 2015
to minimise these impacts through forest repopulation
(planting new trees) and/or reforestation (replanting de-
forested areas). The aim is, as far as possible, to match
the number of trees planted to the number of towers
maonufactured,

In 2016, we conducted a reforestation scheme in Gali-
cia and repopulation in Avilg, involving mainly staff and
their families from the GRI Towers Galicia factory and
head office in Madrid, respectively, planting a total of
1,250 shrubs, 800 of them in Galicio, and 450 in Avila.

As a result of these plantations, and in accordance with
the species planted, the estimate is that 1,520 tonnes
of CO, will be absorbed over the next 40 years, corres-
ponding to 38 tonnes per year.

There are plans for reforestation/repopulation schemes
in 2017 in Madrid, Galicia and the Basque Countru.
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Tower production The proportional weighting repre-
sented by the cost of the wind
G4-EN19 tower monufuct'ured by GRI Re-
newable Industries out of the to-
In 2016, the company manufactu- gl structure is held to be 164%.
red a total of 1,277 wind towers, | one estimates the net hours per
shown below: countries where they are present,
the installed power rating, the con-

Europe 26% . .
. » version factor applicable to each
AiTErEe 2o country and the percentage of the

Asia 31%

cost of the towers out of the to-
Africa /% tal structure, we estimate that we
contribute to combating climate
change with a total of 468,219
tonnes of CO, avoided in 2016.

2016, GRI Renewable Industries contribyt

" 468,257 tonnes of CO, between both jnj

ed to avojg
tiatives
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» Greenhouse gas emissions

By measuring its carbon dioxide (CO,) emissions, GRI Renewable In-
dustries helps to improve the communication of its impacts and ga-
thers specific data with a view to establishing possible improvement
targets.

Calculation of CO, emissions took into account the following stan-
dards: Green House Gas Protocol (GHG Protocol). Emissions Factors
from Cross-Sectors Tools (GHG Protocol - 2014) to calculate fuel
emissions factors, IPCC Fourth Assessment Report: Climate Change
2007 to calculate R-22, and for electricity consumption, the avera-
ge emissions factors of the national electricity mix of each country
for the period 2009-2011 according to the IEA (International Energy
Rgency).

Direct emissions (Scope 1)

G4-EN1s5

Emissions are derived mainly from the burning of fuel
in the production process (natural gas, propane, LPG
and diesel). In 2016, /7,709 tonnes of CO, were pro-
duced, around 26.4% more than in 2015, mainly as a
result of inclusion within the scope of the Report of
the three factories in Ching, the factory in Texas, USA,
and the Zestoa factory in Spain.

The distribution is set out below:

Direct emissions

Indirect emissions (Scope 2)

G4-EN16

These emissions correspond to those generated at elec-
tricity power plants for consumption at our factories and
offices. The total in 2016 was 36,809 tonnes of CO..

This increase is mainly because of the inclusion of the
new factories within scope of the Report, as they ac-
count for 88% of the total. China is particularly signifi-
cant, with 48.5% of emissions, along with the Zestoa
factory in Spain, with 18% of emissions, and lastly the
factory in Texas, USA, accounting for less than 1% of
total emissions.

The distribution is set out below:

Country Emissions (tCO,)
Brazil 1,005
Spain 3,966
India 163
Turkey 344
South Africa 22
USA 81
China 2128
Total 7,709

*Emissions calculated on the basis of operational control.

It should be mentioned that during the year R-22 re-
charging took place only in Brazil, corresponding to
27.20 kg. The other plants did not report any rechar-
ging of their equipment. (G4-EN20).

GRI'Renewable Industries
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Indirect emissions

Country Emissions (tCO,)

Brozil 849

Spain 4,021

India 3,578
Turkey 2,007
South Africa 3,332

USA 361

China 22,661
Total 36,809




Other emissions

G4-EN17 and G4-EN30

This scope includes emissions
from corporate travel by plane and
train, and this year we also inclu-
ded emissions from rental cars.
Likewise included is an estimate
of emissions derived from travel
by employees to their workplace,
including information as to travel
in China.

Next year we will incorporate in-
formation on GRI Towers USA and
GRI' Castings Zestoa, as well as
neuw factories entering operation,

Below are summarised emissions
derived from Scope 3:

Corporate trips 3671
Employee ‘ 4307
transportation

Corporate 84
Buses

Total Scope 3 8,062

Corporate Trips

3,605
Plane

=

62
Rental
Car

4
G4-EN18

GRI' Renewable Industries likewise takes into account the intensity of
emissions in order to measure the efficiency and impact of its processes.

The resulting annual ratio is calculated by dividing consumption as the sum
of the direct and indirect emissions, by the total weight of products sold in
each country,

Given the considerable difference between tower and flange manufactu-
ring processes, we have presented the information separately for the two
processes.

The following tables detail the results obtained:

GRI Towers Brazil 001

GRI Flanges Iraeta 035
GRI Towers Galicia 0.01 GRI Flanges Brazil 100
GRI Towers India 014 GRI Flanges Ching 035
o fowem o 031 TOTAL 0.37
GRI' Towers Turkey 008
TOTAL 0.01

USAis notincluded, in 2016, production tests
were mainly carried out

Sustainability Report 2016
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Independent
Review Report

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 GRT Renewable Industries 5.1L.:

We have carried out our work to provide limited assurance on the Corporate Social Responsibility
indicators eontained in appendix “GRI G4 Content Index” of the 2016 Sustainability Report
(hereinafter “CSR Indicators™) of GRI Renewable Industries 5.L. and its corporate grou ﬂmmlnaﬂ:r
“GRI Renewable Industries”) for the year ended 31 December 2016, prepared in aw:mlmee the
general basic and specific content proposed in the Guidelines for th: Preparation of the Sustainability
Report of the Global Reporting Initiative (GRI) version G4 ( hereinafter GRI G4 Guidelines),

Responsibility of the Management

Management of GRI Renewable Industries is responsible for the preparation, content and presentition
of the Sustainability Report in accordance with the Comprehensive option 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 GRI Renewable Industries is also responsible for defining, implementing, adapting
and maintaining the management systems from which the information required to prepare the CSR
indicators, is obtained.

Dur responsibility

Our responsibility is to isspe 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 Audits or Reviews of Historical Financial Information®, issued by the International Auditing and
Assurance Standards Board ([AASB) of the International Federation of Accountants (IFAC).

The scope of a limited assurance engagement is substantially less extensive than the scope of a
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 deseribed below:

* Meetings with GRI Renewable Industries’ personnel from various departments who have been
involved in the preparation of the Sustainability Report.

= Analysis of the procedures nsed for obtaining and validating the data presented in the CSR
indicators.

PricewaterhouseCoopers Auditores, S.L., Torre PwC, P2 de la Castellana 259 B, 28046 Madrid, Espafia
Tel.: +34 915 684 400 / +34 902 021 111, Fax: +54 013 083 506, Wi, pue.oom/es 1
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= Analysis of the GRI Renewable Industries’ CSR indicators adaptation to the requirements
established by the GRI G4 Guidelines for the preparation of reports.

= Verification, through random sampling tests revisions and substantive tests on the quantitative and
qualitative information used to determine GRI Renewable Industries’ CSR indicators. We have
also verified whether they have been appropriately compiled from the data provided by GRI
Renewable Industries’ sources of information.

Our Independence and Quality Control

We have fulfilled our work in accordance with the independence irements and other ethical
requirements of the Code of Ethics for Professional Accountants of the International Ethics Standards
Board for Accountants (IESBA), which are based on basie principles of integrity, objectivity,
professional competence and diligence, confidentiality and professional conduct.

Our firm applies the International Standard on Quality Control 1 (ISQC 1) and thus employs an exhaustive
guality control system which includes documented policies and procedures on the compliance of ethical
requirements, professional standards, statutory laws and applicable regulations.

Limited assurance conclusion

As a result of the procedures carried out and the evidence obtained, no matters have come to our
atlention which may lead us to believe that GRI Renewable Industries’ CSR indicators, for the financial
year ending 1% December 2016, contain significant errors or have not been prepared, in all of their
significant matters, in accordance with the G4 GRI Guidelines.

Use and Distribution
Our report is only issued to the Management of GRI Renewable Industries, in sccordance with the

terms and conditions of our engagement letter, We do not assume any liability to third parties other
than GRI Renewable Industries’ Management.

PricevaterhouseCoopers Auditores 5.1

f é_
M® Luz Castilla
7July 2017

GRI'Renewable Industries
Memanis derfabslieg Réptad 2016



GRiceddectwenthitte&RI G4

Toe aamteenite © 0ehds e dedidedverbedo extifitmmhs extfammenbe, puldpamtatidentaphulenteé adiréd pafoding
denifrdtai rpantrespadpeliEnirc éptiwElonesutimthis eldinexerteTite semissions me i imsionisimnes deldviant
mdidoen dos indiadddres queprotbed,de 5k, Ggeh Sombauboes e indicadtrifeb|64:bik Gde LBl Ad B3tds disppoi-
tieli muieotarstyuenel(MekEiisil. Fsrefimlitctn ardEpocidto) same afdtesimiférmetmoreqoe eddiocadsp&d rpdfte
ffedladnboisnmatdrveddbieda para dar respuesta al indicador no se encuentra disponible.

» Partd. I[GEoetehitan basidDisgEserates

Description

1. Ebtmoeggiandomadikjsis . ) .
£l ! 3. ktgresified materialespeabbertd tmundaries
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Page Omissions
G4-1 811
G4-17 28
G4-2 12-15
G4-18  28-29
o , @4-19  28-29
2. Organizational profile
G4-20 2831
Page Omissions
@4-21 2831
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G4-EC1 54
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Global Presence G4-ECS 75
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DMA 96
Materials G4-eN1 96
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Energy
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G4-eEN7 99 NOTEB
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Emissions
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Basic specific performance approach and indicators Page Omissions
DMA 68
G4-LA1 71
Employment
G4-LA2 72,74
G4-LA3 72
DMA 76
G4-LA5 80
Occupational Health and Safety  G4-LA6 82
G4-LA7 81,82
G4-LA8 80
DMA 65
. , G4-LA9 69
Training and education
G4-LA10 69
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Diversity and Equal Opportunit ki -
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Supp!ler Assessment for Labor C4-LAL4 >3
Practices
G4-LA15 23,24
Labor Practices Grievance DMA 23,24
Mechanisms G4-LA16 45,65
Mecanismos de reclamacion DMA 23,24
sobre las prdcticas laborales G4-LA16 45,65
4. Social Dimension: Human Rights
Information about management
Basic specific performance approach and indicators Page Omissions
DMA 46,69
Investment G4-HR1 46
G4-HRe2 69
T DMA 44
Non discrimination
G4-HR3 45
Freedom of Association and DMA 1e13
Collective Bargaining G4-HR4 12
Child Labor D e
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DMA 1213
Forced Labor
G4-HR6 12
. . DMA 69
Security Practices
G4-HR7 69 NOTE E
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DMA 23,24
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G4-HR11 23,24
Human Rights Crievance DMA 44
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materia de derechos humanaos G4-HR12 45,65
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DMA 88
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G4-S02 86
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Information about management
Basic specific performance approach and indicators Page Omissions
DMA 56-59
Customer Health and Safety G4-PR1 58
G4-PR2 58
DMA 56-59
‘ , G4-PR3 58
Product and Service Labeling .
G4-PR4 58
G4-PR5 57
DMA 56-59
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G4-PR7 58
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Customer Privacy N
G4-PR8 65
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Compliance o
G4-PR9 58
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GESTAMP WIND STEEL PERNAMBUCO S/A Brazil
IRAETA BRASIL S/A Bragil
G&B WIND SERVICES S/A Brazil
GWS CORTE E BISELADO S/A Bragil
SHANDONG IRAETA HEARVY INDUSTRY STOCK CO, LTD China
SHANDONG GOLDEN LUYANG HEARVY INDUSTRY CO LTD China
GRIRENEWABLE INDUSTRIES, S.L. Spain
GONVAEOLIC, S.L. ESpaiia
GESTAMP WIND STEEL GALICIA, SL Spain
GESBERG INVESTMENT HOLDING, S.L. ESpaiia
FORJAS IRAETA HEARVY INDUSTRY SL Spain
GRICASTINGS, S.L. ESpaita
GESTAMP HYBRID TOWERS SL Spain
GESTAMP POWERGEAR WIND STEEL, PVT. LTD. India
SHRENIK INDUSTRIES PRIVATE LIMITED India
GESBEY ENERJI TURBINIKULE URETIM SANAYI VE TIKARET AS Turdkelg
GESTAMP WIND STEEL US,INC USA
GRI'WIND STEEL SOUTH AFRICA, LTD. Séudtffcaca
HAMIIRAETA HEARVY INDUSTRY CO, LTD China
JINAN SIEMAT CNC MACHINE CO, LTD China
GRI TOWERS SEVILLA, S.L. Spain
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