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INDEPENDENT AUDITOR'S REPORT ON FINANCIAL
STATEMENTS

To the Shareholders of Applus Services, S.A.,

Report on the Financial Statements

Opinion

We have audited the financial statements of Applus Services, S.A. (the Company), which
comprise the balance sheet as at 31 December 2019, and the statement of profit or loss,
statement of changes in equity, statement of cash flows and notes to the financial statements
for the year then ended.

In our opinion, the accompanying financial statements present fairly, in all material respects,
the equity and financial position of the Company as at 31 December 2019, and its results and
its cash flows for the year then ended in accordance with the regulatory financial reporting
framework applicable to the Company (identified in Note 2.1 to the financial statements) and,
in particular, with the accounting principles and rules contained therein.

Basis for Opinion

We conducted our audit in accordance with the audit regulations in force in Spain. Our
responsibilities under those regulations are further described in the Auditor’s Responsibilities
for the Audit of the Financial Statements section of our report.

We are independent of the Company in accordance with the ethical requirements, including
those pertaining to independence, that are relevant to our audit of the financial statements in
Spain pursuant to the audit regulations in force. In this regard, we have not provided any
services other than those relating to the audit of financial statements and there have not been
any situations or circumstances that, in accordance with the aforementioned audit regulations,
might have affected the requisite independence in such a way as to compromise our
independence.

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

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

Impairment of ownership interests in, and loans to, Group companies and
associates

Description Procedures applied in the audit
The Company has direct and indirect Our audit procedures consisted, among
ownership interests in the share capital of others, of the evaluation of the measurement

Group companies and associates that are not | of the recoverable amount of the

listed on regulated markets, and has granted | aforementioned ownership interests and
loans thereto (see Notes 4.1, 5.1, 5.2 and loans performed by Company management,
10.2). verifying both the appropriateness of the
valuation method used in relation to the
investment held and the clerical accuracy of
the calculations made. We also evaluated the
reasonableness of the cash flow projections
and the discount rates by conducting a
critical analysis of the key assumptions of the
models used. In particular, we compared the
revenue growth rates with the latest
approved strategic plans and budgets and
reviewed them for consistency with both
historical information and the market
situation. Also, we evaluated management's
historical accuracy in the estimation process.

The measurement of the recoverable amount
of those ownership interests and loans
requires the use of significant estimates and
judgements by management, both when
choosing the valuation method and
discounting future cash flows and when
taking into consideration the key operating
assumptions used for each method in
question. As a result of the foregoing, as well
as the significance of the investments held
and loans granted, which amounted to EUR
1,440 million and EUR 446 million,
respectively, at 2019 year-end, this matter
was determined to be a key matter in our In addition, we evaluated the reasonableness
audit. of the discount rates applied, taking into
consideration the cost of capital of
comparable organisations, as well as
perpetuity growth rates, among others.

We involved internal business valuation

| experts to evaluate the reasonableness of
the models and key assumptions used by the
Company.

Lastly, we evaluated whether the disclosures
included in Notes 4.1, 5.1, 5.2 and 10.2 to
the accompanying financial statements in
connection with this matter were in
conformity with those required by the
applicable regulatory framework.




Recovery of deferred tax assets

Description

Notes 8.1 and 8.5 detail the deferred tax
assets amounting to EUR 27.4 million that
are recognised in the balance sheet at 2019
year-end, corresponding to tax losses, tax
credits and temporary differences amounting
to EUR 22.5 million, EUR 4.4 million and EUR
0.5 million, respectively. The Company
belongs to the Spanish tax group described
in Note 4.3.

In addition, as indicated in Note 8.6, the
Company has unrecognised deferred tax
assets corresponding to tax losses and tax
credits.

At the end of each reporting period,
Company management assesses the
recoverability of the tax assets recognised
based on the projections of future taxable
profits used to analyse the recoverability of
tax losses in a timeframe of no more than
ten years, taking into account current
legislation and the most recently approved
business plans. We identified this matter as
key in our audit, since the assessment of the
recoverability of these assets requires a
significant level of judgement, largely in
connection with the projections of business
performance.

Procedures applied in the audit
Our audit procedures to address this matter

included, among others, evaluating the
methodology and assumptions used by the
Company and, in particular, those related to
the growth of sales and expenses that
determine the projection of future taxable
profits, as well as verifying the consistency of
the assumptions taking into account both
historical information and the market
situation and the applicable tax legislation,
which was verified with the assistance of
internal tax experts. We also reviewed the
consistency of the models with the financial
information used by Company management
in performing its impairment tests on
ownership interests in, and locans to, Group
companies, stressing those assumptions that
have the greatest effect on determining the
recoverable amount of the tax assets.

We also analysed the historical accuracy of

management in the process of preparing
projections of future taxable profits for the
purpose of analysing the recovery of tax
losses, comparing the actual figures for the
year with the projections made in the
preceding year.

Lastly, we also verified that the disclosures
required by the applicable accounting
regulations were included in the notes to the
accompanying financial statements. The
disclosures on this matter can be found in
Notes 4.3 and 8 to the financial statements.

Other Information: Directors' Report

The other information comprises only the directors' report for 2019, the preparation of which
is the responsibility of the Company's directors and which does not form part of the financial

statements.



Our audit opinion on the financial statements does not cover the directors' report. Our
responsibility relating to the information contained in the directors' report is defined in the audit
regulations in force, which establish two distinct levels of responsibility in this regard:

a) A specific level that applies to certain information included in the Annual Corporate
Governance Report, as defined in Article 35.2.b) of Spanish Audit Law 22/2015, which
consists solely of checking that the aforementioned information has been provided in the
directors' report and, if this is not the case, reporting this fact.

b) A general level applicable to the other information included in the directors' report, which
consists of evaluating and reporting on whether the aforementioned information is
consistent with the financial statements, based on the knowledge of the entity obtained in
the audit of those financial statements and excluding any information other than that
obtained as evidence during the audit, as well as evaluating and reporting on whether the
content and presentation of this section of the directors' report are in conformity with the
applicable regulations. If, based on the work we have performed, we conclude that there
are material misstatements, we are required to report that fact.

Based on the work performed, as described above, we observed that the information described
in section a) above was provided in the directors' report and that the other information in the
directors' report was consistent with that contained in the financial statements for 2019 and its
content and presentation were in conformity with the applicable regulations.

Responsibilities of the Directors and of the Audit Committee for the
Financial Statements

The directors are responsible for preparing the accompanying financial statements so that they
present fairly the Company's equity, financial position and results in accordance with the
regulatory financial reporting framework applicable to the Company in Spain, and for such
internal control as the directors determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

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

The audit committee is responsible for overseeing the process involved in the preparation and
presentation of the financial statements.

Auditor’s Responsibilities for the Audit of the Financial Statements

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



Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with the audit regulations in force in Spain will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is included
in Appendix I to this auditor's report. This description, which is on pages 6 and 7 of this
document, forms part of our auditor's report.

Report on Other Legal and Regulatory Requirements

Additional Report to the Audit Committee

The opinion expressed in this report is consistent with the content of our additional report to
the Company's audit committee dated 21 February 2020.

Engagement Period

The Annual General Meeting held on 30 May 2019 appointed us as auditors for a period of one
year from the year ended 31 December 2018, i.e., for 2019.

Previously, we were designated pursuant to a resolution of the General Meeting for the period
of one year and have been auditing the financial statements uninterruptedly since the year
ended 31 December 2007 and, therefore, since the year ended 31 December 2014, the year
in which the Company became a Public Interest Entity.

DELOITTE, S.L.
Registered in ROAC under no. S0692

A

Ana Torrens Borras
Registered in ROAC under no. 17762

21 February 2020



Appendix I to our auditor’s report

Further to the information contained in our auditor's report, in this Appendix we include our
responsibilities in relation to the audit of the financial statements.

Auditor’'s Responsibilities for the Audit of the Financial Statements

As part of an audit in accordance with the audit regulations in force in Spain, we exercise
professional judgement and maintain professional scepticism throughout the audit. We also:

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

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

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

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

e Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in @ manner that achieves fair presentation.

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

We also provide the entity's audit committee with a statement that we have complied with
relevant ethical requirements, including those regarding independence, and we have
communicated with it to report on all matters that may reasonably be thought to jeopardise
our independence, and where applicable, on the related safeguards.

From the matters communicated with the entity's audit committee, we determine those matters
that were of most significance in the audit of the financial statements of the current period and
are therefore the key audit matters.



We describe these matters in our auditor's report unless law or regulation precludes public
disclosure about the matter.
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Tr jon of financial iginally issued in Spanish and prepared in accordance with the regulatory financial reporting
framework applicabie to the Company (see Notes 2 and 14). In the event of a discrepancy, the Spanish-! version prevails.

APPLUS SERVICES, S.A.

STATEMENT OF FINANCIAL POSITION AS AT 31 DECEMBER 2019
{Thousands of Euros)

ASSETS Notes 311212018 31/12/2018 EQUITY AND LIABILITIES Notes 317112/2019 311272018
NON-CURRENT ASSETS: 1.626.938 1.561.857 | EQUITY: 1.221.285 1.192.963
Non-current i in Group ies and i 1.599.519 1.530.840 | SHAREHOLDERS' EQUITY- 1.221.255 1.192.963
Equity instruments 5.1 1.439.765 1.439.765 | Share capital 6.1 14.302 14.302
Loans to companies 5.1810.2 159.754 91.075 | Share premium 6.2 449.391 449,391
Deferred tax assets 8.1 27.419 31.017 | Reserves 6.2 710.861 700.678
Treasury shares 6.3 (4.102) {3.4085),
Profit for the year 50.803 31.997
NON-CURRENT LIABILITIES: s e
Nen-current payables 7 354.811 419.100
Non-current bles to Group ies and it 10.2 93.001 35.807
Deferred tax liabilkites 8.1 2.927 2.927
CURRENT ASSETS: 345.605 311.978
Trade and other receivables- 16.179 13.305 | CURRENT LIABILITIES: 300.549 223.038
from Group ies and i 10.2 1.459 1.575 | Current payables- 55.882 3.106
Other receivables 237 105 | Bank borrowings 7 55.882 3.106
Corporate income tax receivables 81 14.483 11,625 | Current to Group ies and E 10.2 241.652 215149
Current i in Group ies and i 528102 228.347 298.429 | Trade and other payables- 3.018 4.783
8hort-term loans to Group companies and assaclates 286.239 296.321 { Sundry accounts payable 575 1.104
Other financial assets 42.108 106 | Remuneration payable 2.162 2,123
Cash and cash equivalents 8.3 1.079 244 | Tax payables 8.1 278 1.556
TOTAL ASSETS 1.972.543 1.873.835 TOTAL EQUITY AND LIABILITIES 1.972.543 1.873.835

The accompanying Notes 1 to 14 and Appendix | are an integral part of the statement of financial position as at 31 December 2018,







Translation of financial statements onginally issued in Spanish and prepared in accordance with the regulatory financial reporting
framework applicable to the Company (see Notes 2 and 14). In the event of a discrepancy, the Spanish-language version prevails.

APPLUS SERVICES, S.A.

STATEMENT OF PROFIT OR LOSS FOR 2019
(Thousands of Euros)

Notes 2019 2018

CONTINUING OPERATIONS:

Revenue- 9.1& 101 65.540 58.421
Services 3.530 3.530
Dividend revenue 47.758 36.743
Finance revenue to Group companies and associates 14.252 18.148

Staff costs- 9.2 (3.398) (3.375)
Wages, salaries and similar expenses (3.239) (3.169)
Employee benefit costs (159) (208)

Other operating expenses- (2.524) {2.618)
Outside services {2.391) (2.190)
Taxes other than income tax (133) (425)

PROFIT FROM OPERATIONS 59.618 52.431

Finance income- 85 93
From marketable securities and other financial instruments of third parties 85 93

Finance costs- (18.500) {24.187),
On debts to Group companies and associates 10.1 (9.300) (11.091)
On debts to third parties (9.200) (13.096)

Exchange differences 2152 (592),

FINANCIAL LOSS {16.263) (24.686),

PROFIT BEFORE TAX 43.355 27.745

Corporate income tax 8 7.448 4.252

PROFIT FOR THE YEAR FROM CONTINUING OPERATIONS 50.803 31.997

DISCONTINUED OPERATIONS:

Profit for the year from discontinued operations net of tax - -

PROFIT FOR THE YEAR 50.803 31.997

The accompanying Notes 1 to 14 and Appendix | are an integral part of the statement of profit or loss for 2019.







Translation of financial statements originally issued in Spanish and prepared in accordance with the regulatory financial reporting
framework applicable to the Company (see Notes 2 and 14). In the event of a discrepancy, the Spanish-language version prevails.

APPLUS SERVICES, S.A.

STATEMENTS OF CHANGES IN EQUITY FOR 2019
A) STATEMENT OF CHANGES IN TOTAL EQUITY
(Thousands of Euros)

2019 2018

PROFIT PER INCOME STATEMENT (1) 50.803 31.997

Income and expense recognised directly in equity:

Total income and expense recognised directly in equity (1l -

Transfers to profit or loss:

Total transfers to profit or loss (ill)

50.803 31.997

Total recognised income and expense (I+ll+lil)

The accompanying Notes 1 to 14 and Appendix | are an integral part of the statement of profit or loss for 2019.







Translation of financial statements originally issued in Spanish and prepared in accordance with the regulatory financial reporting
framework applicable to the Company (see Notes 2 and 14). In the event of a discrepancy, the Spanish-language version prevails.

APPLUS SERVICES, S.A.

STATEMENTS OF CHANGES IN EQUITY FOR 2019
B) STATEMENT OF CHANGES IN TOTAL EQUITY

(Thousands of Euros)

Share caplital Sha_re Reserves it Profit (Loss) Total
premium shares for the year
2017 ENDING BALANCE 14.302 449.391 688.256 {(1.186) 31.059 1.181.822
Total recognised income and expense - - - - 31.897 31.997
Allocation of 2017 profit - - 12.467 - (31.058) (18.502)
- Transactions with treasury shares - - (45) (2.219) - (2.264)
2018 ENDING BALANCE 14.302 449.391 700.678 (3.405) 31.997 1.192.963
Total recognised income and expense - - - - 50.803 50.803
Allocation of 2018 profit - - 10.544 - (31.997) (21.453)
- Transactions with treasury shares - - (361) (697) - (1.058)
2019 ENDING BALANCE 14.302 449.391 710.861 (4.102) 50.803 1.221.255

The accompanying Notes 1 to 14 and Appendix | are an integral part of the statement of profit or loss for 2019.






Translation of financial statements originally issued in Spanish and prepared in accordance with the regulatory financial reporting
framework applicable to the Company (see Notes 2 and 14). In the event of a discrepancy, the Spanish-language version prevails.

APPLUS SERVICES, S.A.

STATEMENT OF CASH FLOWS FOR 2019
(Thousands of Euros)

Notes 2019 2018
CASH FLOWS FROM OPERATING ACTIVITIES (I): 14.255 32.407
Profit far the year hefore tax 43.355 27.745
Adjustments for-
Dividend revenue 10.1 (47.758) (36.743)
Finance income (14.337) (18.241)
Finance costs 18.500 24187
Exchange differences (2.152) 592
Changes in working capital-
Trade and other receivables 1.368 823
Trade and ather payables 41 321
Other current assets (1.278), (1.249)
Other current liabilities 1.249 947
Other cash flows from operating activities-
Dividends received 10.1 5758 36.743
Interest paid (16.116) (20.194)
Interest received 15.478 18.651
Cormporate Income tax paid 10.147 (907)
Other receivables and payables - (268)
CASH FLOWS FROM INVESTING ACTIVITIES (lI): (63.041) 38.214
Proceeds from disposal-
Group companies and associates 52,510 389.910
Payments due to investment-
Group companies and associates (115.551) (351.696)
CASH FLOWS FROM FINANCING ACTIVITIES (I): 50.732 (72.473)
Proceeds and payments relating to financial liability instruments-
Proceeds from issue of bank borrowings 53.775 542.029
Proceeds from issue of borrowings from Group companies and associates 112.658 45.246
Repaymsnt of bank borrowings (67.475) (604.465)
Repayment and amorlisation of borrowings with Group companies and associates (23.800) (33.132),
Other payments (2.973), (3.559)
Dividend payments and renumeration of other equity instruments-

- Dividends (21.453) (18.592)
EFFECT OF FOREIGN EXCHANGE RATE CHANGES (IV): {1.111) (581)
NET INCREASE/DECREASE IN CASH AND CASH EQUIVALENTS (I+I+II+IV) 835 (2.433)
Cash and cash equivalents at beginning of year 244 2.677
Cash and cash equivalents at end of year 1.079 244

The accompanying Notes 1 to 14 and Appendix | are an integral part of the statement of profit or loss for 2019.






Translation of financial statements originally issued in Spanish and prepared in accordance with the regulatory financial reporting
framework applicable to the Company (see Notes 2 and 14). In the event of a discrepancy, the Spanish-language version prevails.

Applus Services, S.A.

Notes to the financial statements
for the year ended
31 December 2019

Company activities

Applus Services, S.A. (formerly Applus Technologies Holding, S.L., hereinafter “the Parent” or “the Company”) has
been since 29 November 2007 the Parent of the Applus Group (“the Applus Group” or “the Group”). The Company
has its registered office in calle Campezo 1, edificio 3, Parque Empresarial Las Mercedes, in Madrid.

The Company purpose is as follows:

- To provide services in relation to the transport sector and vehicle and highway safety (engineering
processes, design, testing, approval and certification of used cars), as well as technical inspections in
sectors other than the automotive sector, with a blanket exclusion of activities that are covered by special
legislation.

- The technical audits of all types of installations for technical inspection or control of vehicles located
anywhere in Spain or abroad, as well as any other type of technical inspection other than vehicles.

The production and execution of studies and projects in relation to the previously mentioned activities:
economic, industrial, property, information technology, market surveys and research, as well as the
supervision, direction and provision of services and advice in the execution thereof. Provision of services,
advice, administration, operation and management, whether technical, fiscal, legal or commercial.

- Business intermediation services, both locally and abroad.

- To provide all types of inspection services and quality and quantity control, regulatory inspection,
collaboration with administration, consultancy, audit, certification, approval, personnel training and
qualification, and technical assistance in general in order to improve the organization and management
of quality, safety and environmental aspects.

- To carry out studies, works, measurements, tests, analyses and controls, in laboratories or in situ, and
such other professional methods and actions considered necessary or advisable, in particular those
related to manufacturing materials, equipment, products and installations, in the fields of mechanics,
electricity, electronics and information technology, transport and communications, administrative
organization and office automation, mining, food, environment, construction and civil works, performed
during the stages of design, planning, manufacturing, construction and assembly and commissioning,
maintenance and production for all types of companies and entities, both public and private, as well as
before the Central State Administration, the Administrations of Autonomous Communities, Provinces and
Municipalities, and all types of agencies, institutions and users, whether within the country or abroad.



- The purchase, holding and administration, whether direct or indirect, of shares, corporate interests, quota
shares and any other form of holding or interest in the capital and/or securities granting right to the
obtaining of shares, corporate interests, quota shares, or other holdings or interests in companies of any
type, with or without legal personality, established in accordance with Spanish law or any other applicable
legislation, in accordance with Article 108 of the Law 27/2014, of 27 November 2014, of the Corporate
Income Tax Law, or by such legislation as may replace it, as well as the administration, management and
guidance of such companies and entities, whether directly or indirectly, by means of the membership,
attendance and holding of positions on any governing and management bodies of such companies or
entities, carrying out the described advisory, management and guidance services making use of the
corresponding organization of material and personnel means. An exception is made for those activities
expressly reserved by faw fer Collective investment Institutions, as well as for that expressly reserved by
the Securities Market Act for investment service ccmpanies.

The activities may be carried out either directly by the Company or through the ownership of shares or equity
interest in other companies with an identical or related purpose, including the carrying out of all its activities in an
indirect manner, therefore acting solely as a holding company.

All activities for which the law establishes special requirements that cannot be carried out by the Company are
excluded from the corporate purpose. Should legal provisions require a professional qualification, administrative
authorization, or registration with a public registry to be able to perform any of the activities included in the corporate
purpose, such activities must be performed by persons who hold such professional qualifications, and such tasks
shall not be able to commence until the administrative requirements have been met.

Since 9 May 2014 the shares of the Company have been listed on the stock exchange.
The subsidiaries and associates directly and indirectly owned by the Company are shown in Appendix |.

In view of the business activities carried out by the Company, there are not any environmental liability, expenses,
assets, provisions or contingencies that might be material with respect to its equity. financial position or results.
Therefore, no specific disclosures relating to environmental issues are included in the notes to the financia!
statements.

Basis of presentation of the financial statements

2.1. Regulatory financial reporting framework applicable to the Company

The present financial statements for 2019 were authorised for issue by the Company's Directors at the Board
of Directors Meeting held on 21 February 2020. The present financial statements were formally prepared in
accordance with the regulatory financial reporting framework applicable to the Company, which consists of:

a) The Spanish Commercial Code and all other Spanish corporate law.

o) The Spanish National Chart of Accounts approved by Royai Decree 1514/2007 anc its industry
adaptations.

¢) The mandatory rules approved by the Spanish Accounting and Audit Institute in order to implement
the Spanish National Chart of Accounts and the relevant secondary legisiation,

d) All other applicable Spanish accounting legislation.

This document is a transiation of the Financial Statements originally issued in Spanish. In the event of a
discrepancy, the Spanish language version prevails.



2.2. Fair presentation

The accompanying financial statements, which were obtained from the Company's accounting records, are
presented in accordance with the regulatory financial reporting framework applicable to the Company and, in
particular, with the accounting principles and rules contained therein and, accordingly, present fairly the
Company's equity, financial position, results of operations and cash flows for 2019. These financial
statements, which were formulated by the Company's Directors, will be submitted for approval at the Annual
General Meeting, that will be held on 29 May 2020 and it is considered that they will be approved without any
changes.

The financial statements for 2018 were approved at the Annual General Meeting held on 30 May 2019.
2.3. Non-obligatory accounting principles applied

No non-obligatory accounting principles were applied. Also, the Directors formally prepared these financial
statements taking into account all the obligatory accounting principles and standards with a significant effect
hereon.

All obligatory accounting principles were applied.
2.4. Key issues in relation to the measurement and estimation of uncertainty
In preparing the accompanying financial statements, estimates were made by the Company's Directors in
order to measure certain assets, liabilities, income, expenses and obligations reported herein. These
estimates relate basically to the following:
- The assessment of possible impairment losses on certain assets (see Note 4.1).
- The fair value of certain financial instruments (see Note 4.1).
- The calculation of certain provisions (see Note 4.5).

- The recovery of deferred tax assets (see Note 8.5).
- Corporate income tax (see Note 8).

Although these estimates were made on the basis of the best information available at 2019 year-end, events
that take place in the future might make it necessary to change them (upwards or downwards) in the coming
years. Changes in accounting estimates would be applied prospectively.

2.5. Comparative information

The information relating to 2019 contained in these notes to the financial statements is presented, for
comparison purposes, with information relating to 2018.

2.6. Grouping of items

Certain items in the statement of financial position, statement of profit or loss, statement of changes in equity
and statement of cash flows are grouped together to facilitate their understanding; however, whenever the
amounts involved are material, the information is broken down in the related notes to the financial statements.

2.7. Changes in accounting policies
In 2019 there were no changes in accounting policies with respect to those applied in 2018.
2.8. Correction of errors

In preparing the accompanying financial statements no errors were detected that would have made it
necessary to restate the amounts included in the financial statements for 2018.

. (5



3. Proposal of allocation of profit

The proposed allocation of the Company's net profit, formulated by the Board of Directors and presented at the
next Company’s Annual General Meeting of the Sharehalders, for 2012 is as follows:

Thousands
of Euros
Basis of distribution:
Profit of the year 50,803
50,803
Allocation of the profit:
To dividends 31,464
To unrestricted reserves 19,235
Total 50.803

The Company's Board of Directors will present a proposal at the next Shareholders Annual General Meeting, to
distribute ordinary dividends allocated from the 201¢ profit, amounting to EUR 31,464 thousand and corresponding
to a gross dividend of EUR 0.22 per share.

4. _Accounting policies

The principal accounting policies used by the Company in preparing its financial statements for 2018 and 2018, in
accordance with the Spanish National Chart of Accounts, were as follows:

4.1. Financial instruments
Financial assets
The financial assets held by the Company are classified in the following categories.

a) Credits and receivables: financial assets arising from the sale of goods or the rendering of services in
the ordinary course of the Company's business, or financial assets which, not having commercial
substance, are not equity instruments or derivatives, have fixed or determinable payments and are not
traded in an active market.

p) Equity investments in Group companies, associates and jointly controlled entities: Group companies are
deemed to be those related to the Company as a result of a relationship of control and associates are
companies over which the Company exercises significant influence. Jointly controlled entities include
companies over which, by virtue of an agreement, the Company exercises joint control with one or more
other venturers

Financial assets are initially recognised at the fair value of the consideration given, plus any directly
attributable transaction costs.

Credits, receivables and held-to-maturity investments are measured at amortised cost.

Investments in Group companies and associates and interests in jointly controlled entities are measured at
net cost , of any accumulated impaiment losses where appropriate. These losses are calculated as the
difference between the carrying amount of the investments and their recoverabie amouni. Recoverable
amount is the higher of fair value less costs to sell and the present value of the future cash flows from the
investment. Unless there is better evidence of the recoverabie amount, it is based on the value of the equity
of the investee, adjusted by the amount of the unrealised gains existing at the date of measurement (including
goodwill, if applicable).
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The Company has majority ownership interests in the share capital of certain companies. The financial
statements do not reflect the increases or decreases in the value of the Company's ownership interests which
would arise from the application of consolidation methods. It should also be noted that the Company will
prepare consolidated financial statements separately under International Financial Reporting Standards (“EU-
IFRS"). These consolidated financial statements have been authorised for issue by the Board of Director's on
the meeting held on 21 February 2020.

In accordance with current legislation, the Company prepares consolidated financial statements separately.
The consolidated financial statements of the Applus Group for 2019 were formally prepared by the directors
at the Board of Directors Meeting held on 21 February 2020.

The main aggregates in the consolidated financial statements for 2019 prepared, as stipulated in Final
Provision Eleven of Law 62/2003, of 30 December, in accordance with International Financial Reporting
Standards approved by European Commission Regulations, are as follows:

Thousands of euros
2019 2018
Total Assets 2,172,565 1,997,470
Equity attributable to the sharcholders of the parent 775,928 756,203
Revenue of the consolidated operations 1,777,944 1 1,675,942
Net profit (loss) attributable to the parent 55,650 41,208

The Company derecognises a financial asset when the rights to the cash flows from the financial asset expire
or have been transferred and substantially all the risks and rewards of ownership of the financial asset have
also been transferred, such as in the case of fim asset sales or factoring of trade receivables in which the
Company does not retain any credit or interest rate risk.

Financial liabilities

Financial liabilities include accounts payable by the Company that have arisen from the purchase of goods or
services in the normal course of the Company's business and those which, not having commercial substance,
cannot be classified as derivative financial instruments.

Accounts payable are initially recognised at the fair value of the consideration received, adjusted by the
directly attributable transaction costs. These liabilities are subsequently measured at amortised cost.

The Company derecognises financial liabilities when the obligations given cease to exist.
At 31 December 2019 the Company does not hold any financial derivative products.

Impairment of financial assets

The Company tests financial assets not measured at fair value. Objective evidence of impaiment is
considered to exist when the recoverable amount of the financial asset is lower than its carrying amount.
When this occurs, the mpairment loss is recognised in the statement of profit or loss.

Recoverable amount is the higher of fair value less costs to sell and value in use.

Management updates annually its subsidiaries business plan which is prepared according to the Group
estimates by sector and geography, considering the specific characteristics of each company regarding to its
customers, projects and services. The main components of this plan are: projections on operating income and
expense, investment and working capital. The business plan prepared by the management includes the
budget for 2020 together with the projections for the next years.

The projections were prepared on the basis of past experience and of the best estimates available at the date
on which the impairment tests were carried out.
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4.2.

4.3,

In order to calculate the recoverable amount of each asset the present value of its cash flows was determined
by using the business plan prepared by the management. As a general rule, indefinite useful life projections
for a projected period of five years and a perpetuity rate of return from the sixth year onwards were used. An
exception is made for the businesses with a finite useful life, in which the projected period is adjusted to the
actual term of the agreement, and the probability of renewal is not considered. From the sixth year onwards
it was considered that the cash flows generated by each asset grow at a rate equal to the growth of each
industry in the geographical area in which it operates.

The main average discount rates after tax used in each of the Company's geographical areas were as follows:

Country/geographicai arca 2019 2018
Spain 7.3%-8.8% 7.5% - 8.7%
Rest of Europe 6.2%-7.4% 6.3%-7.5%
US and Canaca 6.3%-8.7% 7.6%-82%
Latin America 10.4% - 12.4% 11.6% - 14.0%

Foreign currency transactions

The Company's functional currency is the Euro. Therefore, transactions in currencies other than the Eurc are
deemed to be “foreign currency transactions” and are recognised by applying the exchange rates prevailing
at the date of the transaction.

At the end of each reporting period, monetary assets and liabilities denominated in foreign currencies are
translated to euros at the rates then prevailing. Any resuiting gains or losses are recognised directly in the
statement of profit or loss in the year in which they arise.

Corporate income tax

Tax expense (tax income) comprises current tax expense (current tax income) and deferred tax expense
(deferred tax income).

The current corporate income tax expense is the amount payable by the Company as a result of corparate
income tax settiements for a given year. Tax credits and other tax rebates on the tax payable, excluding tax
withholdings and pre-payments, and tax loss carryforwards from prior years effectively offset in the current
year reduce the current corparate income tax expense.

The deferred tax expense or income relates to the recognition and derecognition of deferred tax assets and
liabilities. These include temporary differences measured at the amount expected to be payable or
recoverable on differences between the carrying amounts of assets and liabilities and their tax bases, and tax
loss and tax credit carryforwards. These amounts are recognised by applying to the temporary difference or
tax asset that are expected to apply at the corporate tax rates in the period when the asset is realisec or the
liability is settled.

Deferred tax liabilities are recognised for all temporary differences except for:

a) Those arising from the initial recognition of goodwill or other assets and liabilities in a transaction that
does not affect neither the tax profit nor the accounting profit and is not a business combination.

b) Those associated with investments in subsidiaries, branches and associates or interests in joint
ventures, when the Company is able to control the timing of the reversal of the temporary difference
and it is probable that the temporary difference will not reverse in the foreseeable future.

Deferred tax assets, identified for temporary differences (tax credits for tax losses carryforwards and other tax
credits), are only recognised ff it is considered probable that the Company will have sufficient future taxable
profits against which they can be utilised.
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4.4.

The deferred tax assets recognised are reassessed at the end of each reporting period and the appropriate
adjusiments are made to the extent that there are doubts as to their future recoverability.

The Company is the head of the Applus Group, which files consolidated tax returns as being the tax group
number 238/08, and the tax base for the year is determined as if individual returns were being filed, net of
such tax credits and tax relief as might be deductible under the consolidated tax regime. The Company
manages the accounts receivable or payable that arise.

The Spanish consolidated tax group is comprised by the following companies:

Companies
Applus Services, S.A. Applus Energy, S.L.U.
Applus Servicios Tecnologicos, S.L.U. Ringal Invest, S.L.U.
IDIADA Automotive Technology, S.A. Autoservices Online, S.L.U.
Applus Norcontrol, S.L.U. Applus Iteuve Technology, S.L.U.
Novotec Consultores, S.A.U. Tunnel Safety Testing, S.A.
Applus Iteuve Galicia, S.L.U. Inversiones Finisterre, S.L.
LGAI Technological Center, S.A. IDIADA Homologation Technical Service, S.L.
Tramites, Informes, Proyectos, Seguridad y Supervision y Control, S.A.U.
Medio Ambiente, S.LU.

The Company is head of the tax group and files consolidated VAT returns as part of VAT group number
0036/11. The Company manages the accounts receivable and payable generated in this connection,

The Spanish VAT group is comprised by the following companies:

Companies
Applus Services, S.A. Ringal Tnvest, S.L.U.
Applus Servicios Tecnologicos, S.L.U. Autoservices Online, S.L.U.
LGAI Technological Center, S.A. Applus Iteuve Technology, S.L.U.
Applus Energy, S.L.U.

Revenue and expense recognition

Revenue and expenses are recognised on an accrual basis, i.e. when the actual flow of the related goods
and services occurs, regardless of when the resulting monetary or financial flow arises. Revenue is measured
at the fair value of the consideration received, net of discounts and taxes.

Revenue from the rendering of services is recognised by reference to the stage of completion of the
transaction at the end of the reporting period, provided that the outcome of the transaction could be estimated
reliably.

Interest revenue from financial assets is recognised using the effective interest method and dividend revenue
is recognised when the shareholder's right to receive payment has been established. Interest and dividends
from financial assets accrued after the date of acquisition are recognised as revenue in the profit or loss
statement.

According to BOICAC's 79, question 2, due to the Company's holding activity, both the dividend revenue and
the finance revenue of the loans from its subsidiaries are recorded under the heading “Revenue”.



4.5.

4.6.

4.7.

4.8.

Provisions and contingencies
When preparing the financial statements, the Company's Directors made a distinction between:

1. Provisions: credit balances covering present obligations arising from past events with respect to
which it is probable that an outflow of resources of economic benefits whose amount and/or timing
are not known with certainty but can be reasonably reliably estimated.

2. Contingent liabilities: possible cbligations that arise from past events and whose existence and
associated loss are estimated to be unlikely.

The financial statements include all the provisions with respect to which it is considered that it is more likely
than not that the obligation will have to be settled. Contingent liabilities are not recognised in the financiat
statements, but rather are disclosed, unless the possibility of an outflow in settlement is considered to be
remote.

Provisions are measured at the present vaiue cf the best pessible estimate of the amount required to settle
or transfer the obligation, taking into account the information available on the event and its consequences.
Where discounting is used. adjustments made to provisions are recognised as financial cost on an accrual
basis.

Termination bhenefits

Under current legislation, the Company is required to pay termination benefits to employees terminated under
certain conditions. Therefore, termination benefits that can be reasonably quantified are recognised as an
expense in the year in which the decision to terminate the employment relationship is taken and a valid
expectation regarding terminaticn is created on the par of third parties.

The accompanying financial statements do not include any significant provision in this connection, since no
situations of this nature are expected to arise

Environmental assets and liabilities

Environmental assets are deemed to be assets used on a lasting basis in the Company's operations whcse
main purpose is to minimise environmentai impact and pretect and improve the envircnment, including the
reduction or elimination of future pollution

Because of their nature, the Company's business activities do not have a significant environmentai impact.
Transactions with Group companies, associates and related companies

For the purposes of the presentation of the financial statements, group companies are considered to be those
entities over which the Company directly and indirectly controls the financial and operating policies, exercises
power over the relevant activities, maintains exposure, or rights, to variable returns from involvement with the
investee; and the ability to use power over the investee to affect the amount of the investor's returns. This is
generally because it holds more than 50% of the voting power.

Associates are companies over which the Company is in a position to exercise significant influence, but not
control or joint control. Normally this capacity exists because the Company holds (directly or indirectly)
between 20% and 50% of the voting power of the subsidiary.

For the purposes of the information in this section, related parties are considered to be:

- The significant shareholders of the Company, understood to be shareholders nolding directly or
indirectly 3% or more of the shares, and shareholders which, without being significant, have exercised
the power to propose the appointment of a member of the Board of Directors.

- The Directors and Senior Executives of any Applus Group company. as well as the relatives cr refated

persons. "Director’ means a member of the Board of Directors and “Senior Executives” means
persons reporting directly to the Board or to the CEO of the Group.
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4.9.

The Company performs ali its transactions with related parties on an am's length basis. Also, the iransfer
prices are adequately supported and, therefore, the Company's Directors consider that there are no material
risks in this connection that might give rise to significant liabilities in the future.

Leases

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and
rewards incidental to ownership of the leased asset to the lessee. All other leases are classified as operating
leases.

Finance leases

At 31 December 2019 and 2018, the Company did not have any finance leases.

Operating leases

Operating lease payments are recognised as an expense on a straight-line basis over the lease term, unless
some other systematic basis of allocation is more representative of the time pattern of the benefits generated.

The Company only holds certain vehicles under operating leases which has not a significant impact.

4.10. Current/Non-current classification

Current assets are assets associated with the normal operating cycle, which in general is considered to be
one year; other assets which are expected to mature, be disposed of or be realised within twelve months from
the end of the reporting period; financial assets held for trading, except for financial derivatives that will be
settled in a period exceeding one year; and cash and cash equivalents. Assets that do not meet these
requirements are classified as non-current assets.

Similarly, current liabilities are liabilities associated with the normal operating cycle, financial liabilities held for
trading, except for financial derivatives that will be settled in a period exceeding one year; and, in general, all
obligations that will mature or be extinguished at short term. All other liabilities are classified as non-current
liabilities.

4.11. Employee benefit obligations

The Company has established specific remuneration plans with its key employees:

a) Annual variable remuneration to certain Company employees based on the achievement of certain
objectives in 2019.

b) Variable remuneration plan entailing the annual delivery of a given number of Restricted Stock Units
(RSUs) (convertible into Company shares) to the Executive Directors and certain members of the
Executive Team. This plan is approved annually and is convertible into shares three years from the
grant date at a rate of 30% in each of the first two years and 40% in the third year. At 31 December
2019, three plans had been approved and ratified (see Note 10.3).

¢) The ‘“long-term incentive” plan granted to the Executive Directors and certain members of the
Executive Team consists of the delivery of Performance Stock Units (PSUs) to the Chief Executive
Director General Manager, and the delivery of RSUs and PSUs to the Chief Executive Director
Financial Officer and members of the management, both RSUs and PSUs being convertible into
Company shares in three years from the grant date. The first conversion to shares from the
aforementioned plans related to the plan granted in 2016 and took place in February 2019 (see Note
10.3).
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4.12. Treasury shares

Acquisitions of treasury shares are recognised at acquisition cost, reducing equity untif they are sold. The
gains and losses obtained on the disposal of treasury shares are recognised in “Reserves’ in the

accompanying statement of financial position.

5. Financia!l assets (non-current and current)

5.1. Non-current investments in Group companies and associates

The changes in "Non-current investments in Group companies and associates" in the statement of financial
position in 2019 and 2018 were as follows (in thousands of euros):

Categories 31/12/19 31/12/18
qu:lle' 1nvestmen‘tsvm_ Group companies, jointly controtied 1,439,765 1,439,765
entities and associaies
Credits (loans) to Group companies (Note 10.2) 159,754 91,075
Total.N on-current investments in Group companies and 1,599,519 1,530,840
associates

Equity investments in Group companies and associates

The changes in 2019 and 2018 in “Equity investments in Group companies, jointly controlled entities and

associates” were as follows (in thousands of euros):

2019
Categories 01/01/19 Additions 31/12/19
Equity investments in Group companies, jointly contrelled entities and
associates 1,439,765 - 1,439,765
Total 1,439,765 - 1,439,765
2018
Categories 01/01/18 Additions 31712718
Equity investments in Group companies, jointly controlled entities and
associates 1,330,583 109,182( 1,439,765
Total 1,330,583 109,182 | 1,439,765

The value of direct shareholdings at 31 December 2019 and 2018 are as follows (in thousands of euros):

Subsidiary 31/12/19 | 31/12/18
Applus Servicios Tecnoldgicos, S.L.U. 1,337,5531 1,337,553
Azul Hoiding 2 S.a.r.L. 162,212 102,212
Total equity investments in group companies, joint ventures and associates | 1,439,768 1,439,765
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The most significant information in relation to subsidiaries in which the Company had a direct ownership
interest at 2019 year-end is as follows:

Thousands of euros
Name / % of Share Profit (Loss) other iﬁ e
Registered office ownership capital From SouitiE Total equity
. Net Gross Cost
operations
Applus Servicios Tecnoldgicos, S.L.U. 100% 134,487 (2,109) 52,725 536.667 723.879 1,337,553
Azul Holding 2, S.ar.l. 100% 13 (26) 3,340 101,525 104,878 102,212
Total 134,500 2,135) 56,065 638.192 828.757 1,439,765

The subsidiaries and associates directly and indirectly owned by the Company are shown in Appendix |. None
of the subsidiaries are listed on the stock market.

5.2. Current investments in Group companies and associates

The detail of the balances of "Current Investments in Group Companies and Associates” at 31 December
2019 and 2018 is as follows (in thousands of euros):

Categories 31/12/19 31/12/18
Credits (loans) and receivables from Group companies 279,247 289,517
Short-term interest receivable from Group companies 6,992 8,804
Account receivable relating to dividends 42,108 108
Toetal current investments in Group companies and associates
(Note 10.2) 328,347 298,429

5.3. Cash and cash equivalents

“Cash and Cash Equivalents" includes all cash recognised in current accounts, which amounted to EUR 1,079
thousand. The total balance on 31 December 2018 was EUR 159 thousand.

At the end of 2019 the Company had credit facilities with a balance of EUR 54,256 thousand due by the
Company (Note 7). Also, in 2018 the Company had credit facilities with a balance of EUR 1,190 thousand
which are classified under “current bank borrowing” in the accompanying statement of financial position.

"Current bank borrowing” also includes payable balances recognised as a result of a banking product
arranged in 2015, the "Multi Currency Notional Pooling", which allows the Company to obtain liquidity in eight

different currencies and which amounted to EUR 3,684 thousand at 31 December 2019 (debit balance of EUR
85 thousand at 31 December 2018:).

At 31 December 2019 and 2018, no amount recognised under "Cash and Cash Equivalents" had been
pledged.

5.4. Information on the nature and level of risk of financial instruments

The Company's financial risk management is centralised in the Corporate Financial Department of the Applus
Group, which has established the mechanisms required to control exposure to interest rate and exchange
rate fluctuations and credit and liquidity risk. The main financial risks affecting the Company are as follows:
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a) Credit risk:
In general, the Company holds its cash and cash equivalents at banks with high cred# ratings.

The accounts receivable at 31 December 2019 and 2018 relate mainly to balances with Group companies for
services provided by the Company.

The Company’s Directors consider that there was no significant credit risk at 31 December 2019 and 2018.
b) Liquidity risk:

The Company, for the purpose of ensuring liquidity and enabling it to meet all the payment obligations arising
from its business activities, has the cash and cash equivalents disclosed in its statement of financial position,

together with credit and financing facilities.

The Company manages liquidity risk prudently by maintaining sufficient cash, the availability of financing in
the form of committed credit facilities and through the sufficient capacity to settle market positions.

c) Market risk:

Both the Company’'s cash and part of its bank borrowings are exposed to interest rate risk, which variations
could have an effect on financia! profit or loss and cash flows. In addition in order to follow Applus Gretp
sirategy of minimizing risks. part of the new debt has been secured at a fixed interest rate. Private placement
debt represents at 31 December 2019 a 64% of totel debt drawn.

In 2019 the Company's Directors decided not to arrange interest rate hedges, aithough this is considered to
be a risk that Company’s management should monitor closely on a continuous basis.

In addition, some of the balances with Group companies are in foreign currencies.
Therefore, the main market risks tc which the Company is exposed are interest rate and foreign currency risk
c.1) Interest rate risk:

The detail of the average interest rate and of the average financial debt drawn is as follows:

2019 2018
Average interest rate 1.86% 1.78%
Average financial debt drawn (thousands of euros) 407,33 469,317

On the basis of the financial debt drawn, the impact on borrowing costs of a change of half a point in the
average interest rate would be as follows:

Change in interest rate +(.50% 2019 2018
Change in borrowing costs {thousands of euros) 887 1,802
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6.

€.2) Foreign currency risk:

At 31 December 2018 and at 31 December 2019, there is no financial debt disposed in foreign currency
so the Company is not exposed to foreign currency risk. The detail is as follow:

Thousands of Euros

2019 2018
Financial debt subject to foreign currency risk - -
Average financial debt drawn subject to foreign currency risk - 11,445

On the basis of the financial debt in foreign currency, the impact on borrowing costs of a change of half a
point in the average exchange rate would be as follows:

2019 2018
Change in exchange rate - - +0.50% | -0.50%
Change in borrowing costs (thousands of euros) - - 57 (57)

Equity and shareholders’ equity

6.1. Share capital

At 31 December 2016, the Company's share capital was represented by 130,016,755 fully subscribed and
paid-up common shares of EUR 0.10 par value each.

On 28 September 2017, the Company’s capital was increased by EUR 1,300 thousand through the creation
of 13,001,675 new shares of EUR 0.10 par value each and with a share premium of EUR 135,866 thousand
at EUR 10.45 per share. The capital increase was carried out by means of monetary contributions for the full
amount which totalled EUR 137,166 thousand.

The expenses incurred in relation to the capital increase carried outin 2017 amounted to EUR 1,717 thousand
net of the tax effect, and were recognised with a charge to reserves.

Therefore, at 31 December 2019 and 2018, the share capital is represented by 143,018,430 fully subscribed
and paid-up common shares of EUR 0.10 par value each.

Per the notifications of the number of shares submitted to the Spanish National Securities Market Commission
(CNMV), the following shareholders owned significant direct and indirect interests in the Company's share
capital, more than 3% of share capital, at 31 December 2019;

% share
River & Mercantile Group P.L.C 5.048%
Threadneedle Asset Management Limited 4.993%
Norges Bank 4.983%
DWS Investment S.A. 3.476%

The Company's Directors are not aware of any other ownership interests of 3% or more of the share capital
or voting rights of the Company, or of any lower ownership interests that might permit the holder to exercise
a significant influence over the Company.
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7.

6.2. Reserves and Share premium

6.3.

Under the Spanish Companies Act, the Company must transfer 10% of net profit for each year to the legal
reserve until the balance of this reserve reaches at least 20% of the share capital. The legal reserve can be
used to increase capital, provided that the remaining reserve balance does not fall below 10% of the increased
share capital amount. Otherwise, until the legal reserve exceeds 20% of share capital, it can only be used tc
offset losses, provided that sufficient other reserves are not available for this purpose.

At the end of 2019 and 2018 the balance of this reserve amount to EUR 2,860 thousand and it had reached
the legally minimum required.

At 31 December 2019 and 2018, the share premium reserves amounted to EUR 449,391 thousand and it is
fully available.

Spanish Companies Act allows to use the share premium reserves balance tc increase capital and it does not
establishes specific restrictions on the availability of that balance.

Treasury shares

At 31 December 2019, the Company holds a total of 343,849 treasury shares at an average cost of EUR
11.93 per share. The value of these treasury shares totalled EUR 4,102 thousand, which is recognised under
“Treasury Shares” in the accompanying statement of financial position as at 31 December 2019 (see Note
4.12).

At 31 December 2018, the Company held a total of 283,400 treasury shares at an average cost of EUR 12.01
per share. The value of these treasury shares totalled EUR 3,405 thousand, which is recognised under
“Treasury Shares” in the accompanying statement of financial position as at 31 December 2018 (see Note
4.12).

Non-current and current payables

The detail of “Non-Current Payables” and “Current Payables” is as follows (in thousands of euros):.

31/12/19 31/12/18
Facilities Agreement 126,541 191,941
US Private Placement lenders 230,000 230,000
Debt Arrangement fees (2,130) {2,841}
Total non-current payables 354.811 419,100
Accrued interests 2,33 2,625
Debt Arrangement fees {711) (709)
Credit facilities 54,256 1,190
Total current pavables 55,882 3.106
Total bank borrowings 410,693 422,206

Orn 11 July 2018, the Applus Group repaid the syndicated loan existing at the time early and entered into a new

loan agreement with a new syndicate of nine banks and into a private placement with two US institutional investors.

As a result, the Group improved the terms and conditions of the previous syndicated loan by changing, inter alia,
the currencies, interest rates, maturities and lenders. These new debt contracts do not include any pledge on
shares of any of the Group companies, and all previously granted share pledges have been cancelled.

In accordance with the law, the Company has therefore cancelled the original liabilities, recognised the new

financial liability at amortised cost, and charged the arrangement expenses of the previous debt in the attached
consolidated profit and loss account of year 2018 amounting EUR 2,782 thousand.
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The consolidated Group’s debt structure is composed of a portion of bank borrowings and a placement of private
debt with institutional investors. The bank borrowings, consist of a multi-currency syndicated loan of EUR 600
million, which comprises of a Facility A “Term Loan” of EUR 200 million and a Facility B “Revolving Credit Facility”
of EUR 400 million. The total amount of the private debt is EUR 230 million.

a) Syndicated loan and private placement debt

The syndicated loan bears interest at Euribor for tranches in Euros and at Libor for tranches in foreign currency
(currently not drawn) plus a spread based on a leverage grid for each Facility.

All the tranches had an inttial single maturity on 27 June 2023, which may be extended for a total of two additional
years at the end of the first and second years. On 27 June 2019 all tranches have been extended to 27 June 2024.

The private placement debt was placed from two US institutional investors. The structure includes a tranche of
EUR 150 million maturing at 27 June 2025 and a tranche of EUR 80 million maturing at 27 June 2028.

The structure of the financial debt and the amounts drawn at 31 December 2019 and 2018 are as follows:

2019
Thousands of Euros
Tranche _ Drawn by the | Drawn by Maturity
Limit
Company the Group

Facility A “Term Loan ” 200,000 11,941 200,000 27/06/2024
Facility B “Revolving Credit Facility” 400,000 115,000 115,000 | 27/06/2024
US Private Placement lenders - 7 years 150,000 150,000 150,000 | 27/06/2025
US Private Placement lenders - 10 years 80,000 80,000 80,000 27/06/2028
Accrued interests - 2,337 2,808
Debt arrangement expenses - (2,841) (3,762)

830,000 356,437 544,046

2018
Thousands of Euros
Tranche I Drawn by the | Drawn by | Maturity
Limit
Company the Group

Facility A “Term Loan ” 200,000 11,941 200,000 | 27/06/2023
Facility B “Revolving Credit Facility” 400,000 180,000 180,000 27/06/2023
US Private Placement lenders - 7 years 150,000 150,000 150,000 | 27/06/2025
US Private Placement lenders - 10 years 80,000 80,000 80,0001 27/06/2028
Accrued interests - 2,625 3,096
Debt arrangement expenses - (3,550) (4,734)
Total 830,000 421,016 608,362

a. 1) Obligations and restrictions relating to the syndicated loan and private debt

Both the new syndicated loan and the private placement debt are subject to the achievement of certain
financial ratios, being the main one the ratio of net consolidated debt to consolidated EBITDA of less than
4.0x, evaluated every six months, at 30 June and 31 December.

At 31 December 2019, the ratio, calculated on the basis of the contractually established definitions of net
consolidated debt and consolidated EBITDA, was 2.0x.

The Directors expect the financial leverage ratio covenant to be met.
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The Group also has to fulfil certain obligations under the syndicated loan and the private placement agreement
which relate mainly to disclosure requirements concerning its financial statements and negative undertakings
to not perform certain transactions without the lender's consent, such as certain mergers or changes of

business activity.

a.2) Guarantees given

None of Applus Group subsidiaries have their shares pledged to secure the debt.

The detail of the amounts drawn. by maturity. of “Non-Current Payables” and "Current Payables” is as follows (in

thousands of euros):

2019

2019 - Thousands of Euros

: Long Term
imit | o 2024 | Total
' Term 2021 2022 2023
onwards
Facility A ”Term Loan” 200,000 - - - - 11,9411 11,941
FaC}l!tyP Revolving Credit 400.000 ) ) ) ) 115,000] 115,000
Facility
US Private Placement lenders 230.000 - - - - 230,000] 230,000
Accrued interest - 2,337 - - - - 2.337
Debt Arrangement expenses - (711) (709) (709) ARy 3041 (2,841
Credit Facilities 135,000 54,256 - - - - 54,236
Total 965,000 55,882 (709) (709) (411)] 356.640! 410,693
2018
2018 - Thousands of Euros
’ Long Term
L. Short g
Limit - e 2020 2021 2022 2008 of akordl
onwards
Facility A ”Term Loan” 200,000 - - - - 11,9411 11,941
Paciliey B "Revolving Credit | 50 999 . - - - 180,000 180,000
Facility
US Private Placement lenders 230,000 - - - - 230,000 230,000
Accrued interest - 2,625 - - - - 2,625
Debt Arrangement expenses B {709) (711) (709) {709} 712y (3,550)
Credit Facilities 135,000 1,150 - - - - 1,190
Total 965,000 3.106 (711) (709) (709)| 421,229 422.206
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. Tax

8.1. Tax assets and tax liabilities

The detail of the current and non-current tax assets and tax liabilities at the end of 2019 and 2018 is as follows

(in thousands of euros):

2019
Tax assets Tax liabilities
Non-current balances:
Deferred tax assets 466 2,927
Tax credits for tax loss carryforwards (Note 8.5) 22,573 -
Withholding taxes and other tax credits 4,380 -
Total non-current balances 27,419 2,927
Current balances:
Accrued social security taxes payable - 10
VAT payable 156
Personal income tax withholdings payable - 112
Income tax withholdings receivables 14,483
Total current balances 14,483 278
2018
Tax assets Tax liabilities
Non-current balances:
Deferred tax assets 471 2,927
Tax credits for tax loss carryforwards (Note 8.5) 26,166 -
Withholding taxes and other tax credits 4,380 -
Total non-current balances 31,017 2,927
Current balances:
Accrued social security taxes payable - 9
VAT payable - 1,454
Personal income tax withholdings payable - 93
VAT receivable 1,250 -
Income tax withholdings receivables 10,375 -
Total current balances 11,625 1,556




8.2. Reconciliation of the accounting profit to the taxable profit

The reconciliation of the accounting profit (loss) to the taxable profit (tax loss) for corporate income tax
purposes is as follows (in thousands of euros):

2019 2018
Accounting profit before tax 43,355 27,745
Permanent differences (47,758) (36,743)
Temporary differences (544) (24,502)
Tax loss (4,947) (33,500)
Tax profits from subsidiaries 100,101 88,808
Tax losses from subsidiaries (6,604) (6,612)
Tax base before tax consolidation adjustments 88,550 48,696
Offset of tax losses (22,137) (12,174)
Taxable profit 66,413 36.522
Tax charge 16,603 9,130
Offset of tax credits (10,473) (6,934)
Tax withholdings and prepayments {11,696} (12,5713
Corporate Income tax refundable (-) / pavable(+) (§,476) (10.375)

The pemanent 