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Esther Alcocer Koplowitz
Chairwoman of FCC

HISTORY, STABILITY AND
THE FUTURE

Dear Shareholder,

For our Group, 2014 was the year in which we
managed to combine history and the future, out of
stability.

History, because after more than 100 years since
it was founded, FCC has initiated a new phase with
the largest capital increase ever undertaken to date,

approved by all of you at the end of last year, and
which has led to the entry of the company Control
Empresarial de Capitales S.A. de C. V. represented
by the engineer and Mexican businessman Carlos
Slim, with a 25.6% holding in our Group.

| am convinced that nothing great can be done in
life without passion, and this has been the attitude
of the historic FCC shareholder, Esther Koplowitz.
Her passion, her greatness and her intelligence
have made the entrance of world-class investors
possible, who, like you, are committed to our Group.

The decisive support and confidence shown by all,
allows us to face the future with greater stability.

At present, where there are already clear signs
of recovery in the Spanish economy, we can say
that FCC is in the process of overcoming the most
difficult year of the toughest crisis ever seen in
the hundred-year history of the Group. Despite
these difficulties, we always had the necessary
determination and total conviction to make the
decisions that had to be made, and these decisions
were the right ones.

In 2014 the Group achieved two milestones: the
refinancing of the debt and the capital increase.
This was the only formula that would allow FCC to
continue to be an internationally renowned Citizen
Services Group and the best guarantee to ensure
that FCC’s great human resources continue to be its
most important asset.

Decisions and actions always have specific

economic, social and environmental consequences.
For this reason, it is necessary, today more than
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ever, to multiply our efforts, both in terms of
transparency in management, and in terms of
corporate governance practices, and to enhance
our Corporate Social Responsibility models, as a
commitment by FCC to its shareholders, workers,
trade unions, customers, suppliers and society to
which we have a duty.

Our experienceinthisareahasthe endorsementand
recognition of the main indicators of management
excellence. We have been committed for over a
decade to the principles of the United Nations
Global Compact and our annual CSR reports are
verified by the Global Reporting Initiative.

Looking ahead, | only envisage new challenges. It is
in our hands to convert these challenges into new
opportunities and to achieve this we will continue
to make decisions; however hard they may be. They
will always be in a clear minority compared to the
joys and successes that, | am sure, lie ahead.

We therefore count on our most important asset:
people; and alongside these people, is the effort
made and a job well done, essential concepts in
the motto of our Group. If we add the commitment
of our shareholders to this, we establish the most
reliable formula to face the future with confidence.

Achieving this will be a common task for which |
know | can count on all of you.

Esther Alcocer Koplowitz
Chairwoman of FCC
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Juan Béjar Ochoa
Executive Vice-President and CEO of FCC

THERE IS A LOT OF WORK
YET TO BE DONE

A year ago we titled our annual report “On the path of
transformation” due to the changes we had to face. One
year later | must say that the transformation is not over,
because change, as a permanent element in business
activity, is what makes it possible to achieve excellence.

Since the appointments at the end of January 2013 of
Esther Alcocer Koplowitz as Chairwoman and myself
as Executive Vice-President of the Company, a lot
has been achieved and | would like to share my vision
with you. As you may remember, in 2013 we drew up

a Strategic Plan that we continued developing and
implementing throughout 2014. The main points of
that plan included: reduction of debt (2,200 million
euros) by selling non-essential assets, cost reduction
amounting to 200 million euros, and refinancing of
the remaining debt. Last of all, to all this, the capital
increase at the end of 2014 was added.

This capitalincrease was the largest everin the history
of FCC. It totalled 1,000 million euros via the issuance
of 133,269,083 new ordinary shares at a price of 7.5
euros per share. The success of the operation was
shown by the market response, because the demand
for securities was 9.2 times the supply on offer, that
is, excess demand was quite significant in a still
complicated economic situation in Spain.

In the course of this operation, Carso Group, owned
by the Mexican businessman Carlos Slim, reached
an agreement to buy the property rights of Esther
Koplowitz and became the leading shareholder of
FCC, with 25.64% of the shares, having paid 650
million euros. As a result, FCC includes two of the
most relevant investors in the world among its
shareholders, which is something that no other
company (not even outside Spain) can boast: Carlos
Slim and Bill Gates.

This operation is the grand finale of the Group’s
financial and operating stabilisation process and
marks the commencement of a phase where the focus
is on profitable operations and returning to growth.

Another successful event was the refinancing of debt
in March 2014. Debt was classified into two types: a
tranche of debt that is sustainable for the Company
and another tranche of excess debt. The funds
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brought in by the capital increase made it possible
to redeem 900 million euros of the excess debt. We
were successful in securing a 15% reduction with the
creditor entities, an unprecedented occurrence among
companies listed on the Ibex-35. Of the remaining
funds, 100 million euros went to Cementos Portland
Valderrivas, 100 million to FCC Environment, and the
other 35 million were used for the expenses normally
connected to a transaction of these characteristics.

In short, we have strengthened our equity position,
we have lowered our debt level and shall improve our
income statement by reducing our financial burden.

As already mentioned, in 2014 we continued to carry
out our Strategic Plan. Fulfilment of our commitments
is what has drawn first rate international investors
such as Bill Gates and George Soros. The market is of
the same opinion and we have become the icon of the
economic recovery of Spain.

In fact, 80% of the goals set in our Strategic Plan had
already been reached by year-end 2014. By means of
the capital increase, the other milestones reached
in 2014 were the debt reduction, cost reduction, the
arrival of new investors and the refinancing of debt.

In the divestments chapter, last year we continued
the process of selling our holdings. At year-end
2013 the sale of assets had lowered our debt by
780 million euros. One year later, total divestments
amounted to 1,740 million euros. Of this amount,
771 million corresponded to FCC Energia, 80 million
to Cemusa, 70 million to FCC Environmental and
the remaining 32 million to the Logistics division.
We expect to complete this divestment plan in the
first half of the present year. The sale of Globalvia is
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the main operation that is pending because earlier
in the year we decided to remove the ‘for sale’ tag
from Realia. This decision is based on the change of
cycle and of expectations for the real estate sector
in our country, together with the intention of our
leading shareholder, Carlos Slim, to invest in this
Company after offering to acquire Bankia’s holding
in Realia.

Cost reduction is another one of the main points of
our Plan. In the Construction area, measures have
focused mainly on the reduction of production and
structural means in the domestic business. To this
end, two Redundancy Plans (ERE in the Spanish
acronym) have been carried out. The first one cut
headcount by 900 individuals, entailing annualised
savings of 45 million euros, while the second one
will affect 875 individuals with annualised savings
of 50 million euros. At year-end, 65% of the latter
redundancy measures had been carried out.

In the Cement area, the cost reduction has taken the
form of closing of non-profitable ancillary businesses
in Spain, via redundancy plans (EREs]) and temporary
redundancy measures (ERTE) for personnel, and
restructuring non-profitable businesses (concrete,
mortar and aggregates). These measures represent
annualised savings of 28.3 million euros.

The cost rationalisation chapter was completed
with the redundancy plan (ERE) at Central Services.
Approved in the third quarter of 2013, it affected
300 individuals and in the year 2014 it represented
estimated annualised savings of 10 million euros.

2014: Starting point

Results in 2014 have shown that the efficiency and
restructuring measures adopted in the Strategic
Plan implemented in the second quarter of 2013 are
starting to yield their fruits. Ebitda in 2014 amounted
to 804 million euros, a 12.1% increase over the
previous year.

Last year, our Group reduced its losses by over
half (51.9%]) to 724 million euros compared to 1,506
million a year earlier. This negative result was a
consequence of provisions and non-recurring write-
offs worth 781 million euros in the third quarter
of the year, which completed the restructuring
commenced in 2013.

Apartfromthe efficiencyand restructuringmeasures,
the 12.1% improvement of Ebitda was also possible
thanks to the stability of the Environmental Services
and Water areas. As a consequence of this, the
operating margin rose to 12.7% compared to 10.6%
the year before. By business areas, the environment
and the water divisions account for three quarters of
the Group’s operating profit.

The growth of Ebitda was also significantly enhanced
by Cementos Portland Valderrivas. The profit of 104
million euros is twice that of the year 2013. To this
we must add the recovery of the market in Spain,
something noticeable since the third quarter of 2014,
which is becoming consolidated in the first months
of the present year.

Financial debtis another one of the salient aspects of
the year 2014. At year-end, after the capital increase
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in December, the Group’s debt totalled 5,016 million
euros, a 15.9% reduction from the debt recorded at
year-end 2013.

Turnover totalled 6,334 million euros, which is 6.2%
lower than the previous year, largely attributable
to the contraction in construction demand in Spain
and to the more selective growth in the construction
area abroad. Specifically, income in the Construction
division declined by 20.1% in year-on-year terms,
due to the continuing adjustment of government
investment in infrastructures over the last few years
in Spain.

Four fifths of this decline corresponds to the Spanish
market and only one fifth can be attributed to the
rest of the countries where FCC is present. In the
international area more selective growth targets
have been set, focusing on optimising returns and
cash generation rather than expanding activities. By
geographical areas there was a strong 90.3% hike in
income in the Middle East and Northern Africa due to
the commencement of works on the underground in
Riyadh in the Construction area. Conversely, income
in Latin America declined by 27.1%, mainly due to
the completion of other projects such as line 1 of
the Metro and the reorganisation of road traffic in
Panama City. The commencement of works on the
Lima metro is scheduled for the second quarter of
2015.

Excluding Construction, income for the rest of the
Group areas rose by 2.5%. In the Environmental
Services area, income grew by 1.2% boosted by
business in the UK, while in the Water area the rise
amounted to 0.9% thanks to the sound concession
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business. In the Cement division income grew
slightly by 0.4% thanks to exports, which offset the
decline of income in Spain, linked to the closing
of non-profitable operations involving the sale of
cement derivatives.

On the other hand, the business portfolio remains
at the historical high reached at year-end 2013.
In December 2014 it was at 32,996.5 million euros
(-1.1% compared to the year before] supported by
growth in the Water area.

Profits and returns are unrenounceable targets

With these results we have laid the foundations for
FCC’s future growth. If we add to this the almost
total achievement of the March 2013 Strategic
Plan and the determination to continue reducing
costs, generating cash and improving margins,
| can assure you that we are facing 2015 and the
following years expecting to recover profits and
returns as unrenounceable targets.

In our quest to achieve returns, the strategy set by
our shareholders and management team includes:

e Further pursuing the cost reduction culture
and maximum flexibility to adapt to changing
market conditions.

° Boosting the Water and Environmental
businesses. At year-end 2014, the two areas
combined accounted for 59% of our turnover
and we expect this to continue rising. Within
the Water area, growth will be centred on the

concession business, with strong geographic
presence in Latin America and the Middle East.
In the Environmental area growth will take place
mainly in the UK and Central Europe, whereas in
Spain, we aspire to maintain our market share
and position of leadership.

e The demands in International Construction
are greater. We shall boost returns by being
stricter when selecting contracts, limited to the
countries where we are currently present, with
positive cash flow and pre-tax profits during all
the years the works last.

e Supported by the change of cycle in the Spanish
economy, we shall take advantage of the recovery
of the Construction and Cement markets. With
this approach, FCC Construccion plans to focus
on large and medium-sized projects, while
seeking to strengthen our competitiveness
in Spain and abroad and play an active role in
infrastructure development.

This strategy, however, would make no sense if the
FCCresultingfromallthese measuresand efforts had
not yielded a global Group with a new culture based
on flexibility, responsibility, merit and efficiency.
To this we must add the strengths contributed by
all the individuals making up this great Group. The
behaviour and commitment shown by all the so-
called stakeholders, led by our employees, the trade
unions, customers, suppliers and financial entities,
among others, are behind the fact that FCC’s main
strengths should include:

e Historical leadership position in all areas.
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e Advanced technology and integrated service
offering.

° Balanced and diversified business model.

° Recurring business with highly visible income.
e Success history in renewal of contracts.

e Good positioning for long-term growth.

e Shareholders committed to the long-term project.

In summary, and as stated in the heading of this
letter, although there is a lot yet to be done, we have
laid the foundations to make FCC a global Group in
citizens services, enjoying a leading positionin all the
activities where we are present: from Environmental
Services to Water, with Infrastructures in between.
This goal is within reach for all of those who form
FCC.

Juan Béjar Ochoa
Executive Vice-President and CEO of FCC
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Represented by: Esther Koplowitz Romero de Juseu
First Vice-Chairwoman
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Dominum Direccion y Gestion, S.A.
Represented by: Carmen Alcocer Koplowitz
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Represented by: Carlos Slim Helu
Proprietary Director
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Proprietary Director
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Proprietary Director
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Proprietary Director
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Independent Director
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Independent Director
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Vice-secretary (non-member)
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AUDIT AND CONTROL COMMITTEE
Chairman

Henri Proglio

Members

Alicia Alcocer Koplowitz,

on behalf of
EAC Inversiones Corporativas, S.L.

on behalf of

Inmuebles Inseo, S.A. de C.V.
Manuel Gil Madrigal

Alvaro Vazquez de Lapuerta

Secretary (non-member)

Juan Rodriguez Torres, 1
Felipe Bernabé Garcia Pérez !

* Information updated on the date of release of this Annual Report
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Secretary (non-member)
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GOALS AND STRATEGIES

The refinancing of the debt, approved at the end of the first quarter of the year, and
the capital increase, closed at year-end 2014, have automatically led to the starting
of a new phase for FCC. These two movements mean in practice the early completion
of the targets set in the Strategic Plan of March 2013. It is true that some of them,
such as the improvement of the operational management with special emphasis on
the results of all the divisions, have become a kind of mantra indispensable to the
management team and, therefore, for all those that make up the Group. The same
philosophy can be applied to the recovery of the capacity to invest in all the activities
that constitute the core business. However, to meet these challenges it is necessary
to complete, in full, the task undertaken over the last two or so years.

The divestment of assets is almost completed with the sales of FCC Energy, Logistics,
Cemusa and FCC Environmental, totalling almost 1,800 million Euros. This divestment
will be virtually closed with the sale of Globalvia, an operation which is expected to
be approved in the current year. It should be noted in this chapter, the change in
criteria in relation to the other large pending transaction: Realia. The arrival of a new
majority shareholder in the Group and the clear change of cycle in the real estate
sector in our country have led to our removing the “asset for sale” poster for our
stakes in the real estate company.

2014 also saw the completion of the balance sheet restructuring undertaken almost
two years earlier. In the third quarter results of the year new provisions were made
along with non-recurring impairments amounting to 781 million Euros. As a result of
these measures, annual losses totalled 724 million euros. A high figure, without doubt,
but it reduced by half (-51.9%) the previous year’s losses. With these new provisions
the item “balance-sheet cleaning” is now definitively closed, having exceeded 3,000
million euros over the last three years.
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Transformation achieved

The transformation process of the different business areas has become a tangible
reality in the year 2014, with the fulfilment of the Group’s objectives.

In the area of Environment a new business model is being implemented in Britain
that involves strengthening recovery plants at the expense of landfills.

In the area of Water, in addition to addressing the evolution of tariffs and obtaining
new contracts, in the past year, FCC Aqualia consolidated its presence in the
Middle East (with the construction of a desalination plant in Djerba, Tunisia for 70
million euros) and in Northern Africa (with a contract worth 300 million euros for
the development and management of the waste-water network in Al Dhakhira,
Qatar, over the next 10 years).

In Construction, the consolidation of margins is already an unavoidable condition
in all offers. In 2014, FCC Construction led two consortia that were awarded
contracts totalling 3,800 million euros. Of these, 3,300 million will correspond
to the design and construction of a branch of line 2 and line 4 of the Lima Metro
(Peru), while the remaining 500 will come from the construction of the Red line of
the Doha Metro (Qatar).

In the area of Cement the positive evolution of the business is supported by the good
performance of the plants in Tunisia, the increase in sales in Spain, the impact of
adjustment plans carried out in 2013, and increased sales of emission rights.

Added to this is the adaptation of the Central Services structure to the business.
The new FCC

The result of all this has been what could be called “the new FCC”. Today FCC is a

Group with a leading position in its strategic markets, that has extensive international
presence and high earnings visibility.

Executive
Personnel
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STRENGTHS OF FCC GROUP

Leadership in domestic markets
Position of reference in Spain,
Central Europe

and the United Kingdom

Specific know-how

Experience and management

in complex infrastructure and
environmental services projects

International presence
44% of income from
international markets

Visibility of income/
profitability

Portfolio hedging on income
is at 5.2 years

Complex offer in environmental
services and water

From the treatment of waste

to the integrated water cycle
management

Recurrence of the business
+74% of EBITDA of the Group
supported by long-term contracts
with a high renewal rate

Portfolio 2014 6,213 M euros 11,670 M euros
International 69%

Turnover 2,076 M euros 2,805 M euros
Portfolio hedging 2.99 years 4.16 years

Strategic Lines

15,114 M euros
30%

954 M euros
15.84 years

At year-end 2014, the lines of action of the FCC management teams are focused on:

Environmental Water
Services

Promote Water and Environment
At the end of 2014, the Services areas already accounted for 59% of turnover and
its significance is expected to continue growing.

On the other hand, in the area of Water, growth is focused on the concession
business and sights are set on Latin America and the Middle East.

In contrast, in the area of Environment, growth is centred on the UK and Central
Europe and on maintaining market share in Spain.

:

cre
1 %
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Corporate CSR
Governance

Financial
Statements

Infrastructures Cement

Management

Increased requirements for International Construction

At this point we should mention the boost in profitability in International
Construction through greater rigour in the selection of contracts, limiting
business to countries where FCC is currently present, with positive cash flow
during every year of the work, and a pre-tax profits of at least 5%.

Recovery of Construction and Cement
One of the main objectives of the Group is to take advantage of the recovery of the
construction and cement markets in Spain and Europe.

Improved performance of financial indicators

For FCC it has become a priority to see the return to profits (already obtained
in the quarterly results closed as of 31 March 2015), whilst at the same time
reducing the level of financial debt, with the goal of achieving a debt/Ebitda ratio
of 4.

Development and capturing “global talent”

The Human Resources policy remains committed to professionals engaged in
this new FCC project, with motivation, seeking results and overcoming difficulties
as “essential requirements” in our DNA. To achieve this, development and talent
recruitment will be focused to setting up teams and on global projects.

Selective and profitable presence in international markets

Latin America will be the main stage of international operations, together with
the Middle East, USA, Canada and the OECD countries, with special emphasis on
Britain and Ireland.
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RELEVANT EVENTS 2014

8-1-14 The Company reports progress in the refinancing process.

17-3-14 The Company announces the sale of Cemusa for 80 million euros.

1-4-14 The Company announces the signing of the refinancing process for
4,512 million Euros.

1-4-14 Formulation of Annual Accounts and Management Reports, both
individual and consolidated, for 2013. Approval of the Corporate
Governance Annual Reports and Remuneration of Directors for the
year 2013.

3-4-14 Call for the Meeting of Bondholders.

28-4-14 Changes in the composition of the Board of Directors, of the
Appointments and Remuneration Committee and the Audit and
Control Committee.

5-5-14 The Company reports the outcome of the Meeting of Bondholders
held on this day.

21-5-14 The Company calls the General Shareholders Meeting.

24-6-14 Resolutions adopted at the General Shareholders Meeting, held on
June 23, 2014.

30-6-14 Changes in the composition of the Board of Directors.

8-7-14 Shareholder agreement linked to the exercising of warrants.

8-8-14 Modification of Terms and Conditions for the issuance of FCC,

S.A. bonds.

14

Environmental
Services

2-10-14

15-10-14

17-10-14

20-10-14

14-11-14

18-11-14

21-11-14

24-11-14

27-11-14

27-11-14

28-11-14

2-12-14
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The Company announces changes in the composition of the Board of
Directors.

The Company reports progress in the capital increase process.

FCC sells its Environment division in the US for 70 million Euros.
The Company reports the resolution of the Board of Directors for
a capital increase by calling an Extraordinary General Meeting of

Shareholders.

The Company reports a Relevant Event relating to the Controlling
Shareholder.

The Company reports the temporary suspension of the Liquidity
Contract.

Resolutions adopted at the Extraordinary General Shareholders
Meeting, held on November 20, 2014.

The Company reports a Relevant Event relating to the Controlling
Shareholder.

The Company reports a Relevant Event relating to the Controlling
Shareholder as well as the Investment Agreement signed by same.

The Company reports a Relevant Event relating to the launch and the
terms of the FCC capital increase.

The Company reports the presentation of the Roadshow on the capital
increase.

The Company reports a Relevant Event relating to the Controlling
Shareholder. Shareholder agreements concerning B-1998 whose

Executive
Personnel
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participants include, among others, Larranza XXI, S.L. and CaixaBank,
S.A., reported on 26/05/2011 and 03/04/2014, have been partially
suspended.

2-12-14 The Company reports on the amendment of certain terms of the
contract of the CEO.

4-12-14 B-1998 and Azate execute the sale of their rights in the FCC capital
increase.

15-12-14 Control Empresarial de Capitales, S.A. de C.V., has performed the
subscription and payment of new FCC shares corresponding to
preferential subscription rights acquired by B-1998 and Azate on
December 3.

18-12-14 The Company declares the capital increase to be fully subscribed and
paid-up, with an over-demand of 9.2 times.

19-12-14 The Company confirms the registration in the Mercantile Register of
Barcelona of capital increase deeds.
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REVENUES

Million euro
-37.6%

-9.1%

2012

MARKET CAPITALIZATION

Million euro

2013 2014

48.7%

72.6%

-563.2%

2012 2013 2014
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GROSS OPERATING PROFIT (EBITDA)

Million euro

-34.7%

2012

REVENUES

by business activity

2013 2014

8.57%
()
15.06% 32.78%
44.28%
@ Construction
@ Environmental Services @ cement

@ Water Corp. and adjustments
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NET INVESTMENTS

Million euro
52.7%

2012 2013 2014
NET FINANCIAL DEBT
Million euro

2012

2013 2014
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TRADE VOLUME

N©° shares daily average
66.8%

1,331,501
-24.01%

798,281

446,149

2012 2013 2014
ASSETS
Million euro
-121%

19,723

15,632 14,023

2012 2013 2014
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SHARE PRICE: HIGH, LOW AND YEAR-END

In euro

2012

® High

(*) Adjusted data due to the
capital increase in 2014
amounting to 133.26 million
shares

2013 (%) 2014 (%)

® Low ® Closing

EARNINGS BEFORE TAXES (EBT)

2012

Million euro

2013 2014

203%
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PROFIT ATTRIBUTED TO PARENT COMPANY BACKLOG % FINANCIAL LEVERAGE

Million euro Million euro (Net debt/Total assets)
7.9% 38.2%

2012 2013 2014

-51.9%

46.5% 2012 2013 2014 2012 2013 2014

»»
INDEX CAN — o' e
1 OO



01 02 03 04 05

v
FCC
IN FIGURES

Letter from the Letter fromthe  Governing Goals and Regulatory
Chairwoman Executive VP Bodies Strategies Disclosures
and CEO

MARKET AND SHARE PERFORMANCE

The year 2014, with many ups and downs, has shown an uneven global recovery.
Geopolitical tensions have worsened. For the time being the macroeconomic effects
seem to be limited mostly to the regions from which they originated, but there are
risks of possible more widespread upheavals.

Global growth in 2014 has been slower than expected; IMF forecasts from earlier this
year fell 0.4 percentage points to 3.3% at the end of the year, as with the Eurozone
(0.8% vs 1%). The forecast for world growth in 2015 (3.8% vs 4% is also slightly lower
than expected and is based on monetary policy remaining highly accommodative.
During the year, the European Central Bank (ECB) announced a range of measures to
tackle the low level of inflation and other measures to increase liquidity (LTRO, buying
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bonds and ABS). We should remember that the ECB cut rates from 0.25% to a record
low of 0.05%, the level at which it currently remains, and in December it decided to give
the latest stimulus measures more time before launching the expected programme
to buy government debt, which finally happened in January 2015.

In the US macro data showed an undeniable improvement in economic activity in
the country, which has prompted the Federal Reserve to continue to cut the monthly
volume of asset purchases and to forecast a rise in interest rates for the second half
of 2015. The Nasdaq and Dow Jones indices closed the year with increases of 13.4%
and 7.5% respectively.

ANNUAL PERFORMANCE OF S&P500, IBEX35 and EUROSTOXX50

15%

10%

5%

0%

-5%

-10%

2013 Jan. Feb.
29.6%
VAR
17.9%

March April May

S&P 500
3.2%
1.4%

Ibex 35
Eurostoxx 50

June
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2014

11.4%
3.7%
1.2%

Sept. Oct. Nov. Dec.
-1.6% -0.4%
0.9% -4.6%

-3.2%
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In this context, the financial markets have generally been optimistic: stock prices
have risen due to the effect of interest rates, spreads have tightened and volatility is
very low, although this has not translated into an upturn in investments, which has
remained attenuated. The S&P500 index, an indicator that measures the development
of the 500 largest stocks, rose 11.4%.
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and CEO

In Spain economic growth has resumed, supported by external demand and an
increase in domestic demand reflecting the improvement in financial conditions and
the strengthening of trust. The Spanish GDP stood at 1.4% this year, a tenth above
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that forecast by the IMF, and is predicted to rise + 1.7% in 2015. The Spanish index,
IBEX 35, rose 3.7% closing the year at 10,279.5 points.

In 2014 the share price performance of FCC remains virtually flat (-0.8%) and has
been marked by the capital increase carried out in the month of December. The
prices listed in the chart below have been adjusted for this effect for the entire year.
The price reached 15.49 Euros per share in January and fell to rock-bottom lows of
9.54 Euros per share in August.

ANNUAL PERFORMANCE OF FCC SHARES

Max. January 17:

15.496 €/Share
Share price € ¢,

15 f---

14 —
Year-end 2013:
11.848 €/Share 13 _______

Jan. Feb.
22.9%
0.0%
5.7%

March June

April
-4.1%
1.1%

2.6%

May
-0.5%
3.2%
1.6%

% Var. FCC
% Var. Ibex 35

-16.9%
2.0%
5.5%

% Var. Sector

LA Min. August 8:
9.548 €/Share

Share

77777777777777777777777777777777777777777 ZEoCct volume (million)

7777777777777777777777777777 6,000,000

____________________________________ y_ Ibex 35:
5000000 10,279 pts.

Year-end 2014:
11.75 €/Share

4,000,000

3,000,000

2,000,000

1,000,000

0

July 2014

-4.6%
-2.0%
-4.2%

August
-12.4%
0.2%
-1.9%

Sept. Oct. Nov. Dec.

g
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MARKET CAPITALIZATION

FCC ended the year with a capitalization of 3,062 million Euros, with a significant
increase, due to strengthening the equity generated by the capital increase at the
end of the year.

3,500
3,000
2,500
2,000
1,500
1,000

500

TRADE

The total volume traded this year exceeded 338 million shares, with a daily average of
1,331,501 shares, 66.8% more than the daily average of 2013. Throughout the year a
volume of 130% of the total FCC share capital has changed hands.

DIVIDENDS
The Board of Directors of FCC maintains, since 2013, a policy not to pay dividends.

This decision, unchanged in 2014, is part of the restructuring process undertaken two
years ago, which aims to increase operational efficiency and strengthen the balance
sheet; it will have to be ratified by the General Meeting of Shareholders which is to be
held in the first half 2015.
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TREASURY STOCK

FCC Group does not perform transactions with its own shares other than those
contained in the CNMV (Spanish Securities Exchange Commission] Framework
agreement on Liquidity Contracts, which aims to provide liquidity and depth to the
price in accordance with the regulations in force.

During the month of December 2014 there was a capital increase amounting to 1,000
million Euros, which involved the issuing of 133,269,083 new shares, changing the
share capital of the company to 260,572,379 shares with a nominal value of one Euro.
In accordance with the law, when performing this operation, the liquidity contract
was suspended on November 18, 2014, and was renewed on January 22, 2015.

No impact is estimated on performance obtained for the shareholder of the liquidity
contract in treasury stock, since their nature and purpose is contrary to the existence
of same, nor similarly in earnings per share of FCC Group.

However, at December 31, 2014, FCC Group owned, directly and indirectly, a total of
232,747 Company shares, representing just 0.089% of the share capital.

SHAREHOLDERS

Shares of FCC, S.A. are represented by book entries and listed on the four Spanish
stock exchanges (Madrid, Barcelona, Valencia and Bilbao). According to the data
available in the CNMV's records, as of year end, the relevant shareholders of the
company are:

Main Shareholders Number of Shares % without Share Capital

Inmobiliaria Carso, S.A. de C.V. 66,798,648 25.63%
B-1998, S.A. 55,334,260 21.23%
Azate, S.A.U." 8,353,815 3.21%
William H. Gates IlI - 5.73%

1100% subsidiary of B-1998, S.A.

©
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However it is noteworthy that after the capital decrease carried out in B-1998, S.A. in
the month of January 2015, its total stake in FCC has been reduced to 22.43% (with
3.21% via Azate, S.A.U. )

FCC's floating capital, at year end, is 44%. Its estimated distribution is: 8.9% Spanish
minority shareholders, 3.5% Spanish institutional investors, and the remaining 31.6%

overseas institutional investors.

The composition of the floating capital (in percentage terms), according to the origin
of shareholders of which it is comprised, is as follows:

United States

’ Euro Zone

o4

United Kingdom 29

Source: Compiled by author
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A drone examines the sewage system of Barcelona (Spain).

Analysis of the environmental sector in Spain

FCC business activity

International Environment Division

Technological innovations

Sustainability
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ANALYSIS OF THE ENVIRONMENTAL SECTOR IN SPAIN

Over the past year, in total 114 tenders were awarded for urban sanitation services,
covering activities related to the collection and treatment of solid waste, street
cleaning and sewage network maintenance. This is less than the number of tenders
awarded in 2013. The overall contracting volume was 1,220.1 million euros, compared
to 1,556 million last year.

The year 2014 has been similar to the previous one, as we are still in the midst an
economic crisis cycle, which affects the number of tenders due to budget constraint
criteria. Despite this, the services order book is only 4,7 % less than the previous year.

Business activity in FCC

FCC provides urban sanitation services in 3,383 municipalities across Spain and
serves a population of more than 27 million inhabitants. During 2014, FCC collected

Province

6 million tonnes of waste and treated 7.2 million tonnes.

Convening Agency

Company Awarded Contrat

of Contract

MAIN CONTRACTS AWARDED IN 2014- FCC MEDIO AMBIENTE - SPAIN

Total Amount

Term

Barcelona
Barcelona

Balearic Islands

Barcelona

Barcelona
Balearic Islands
Balearic Islands

Balearic Islands
Balearic Islands
Barcelona

Barcelona

Tarragona

Lérida

Lérida

Valencia

Castelldn de la Plana

Barcelona 15 Sewage Network
Management of the Viladecans
transfer plant

Cleaning of Floating Solid Objets
(Mallorca,Menorca, Ibiza-
Formentera) 2014

Conservation and maintenance
services for 318 buildings.

Lots 7,11,15,16 20,21 & 22

ICS Maintenance 2014

RBU - LLucmajor

RBU, street and beach cleaning in
Sant Josep de Sa Talaia

(USW) and street cleaning in Manacor 14
USW-street cleaning-beaches in Alcudia 14
Matard gardens

USW, street and beach cleaning in Matard
Ametlla de Mar street lighting

USW and Landfill in Garrigues
Waste collection in Mollerussa
Gardens in north Valencia 2015
Castelldn school cleaning

Barcelona City Council
Barcelona Metropolitan Area

Balearic Water and Environment Quality Agency

Gestio d Infraestructures, S.A.

Catalan Health Institute

Llucmajor Empresa Municipal de Serveis, S.A.

San José City Council

Manacor City Council

Alcudia City Council

Matar¢ City Council

Mataré City Council

Ametlla de Mar (L") City Council
Garrigues Regional Council

Pla d“Urgell Regional Council
Valencia City Council

Castelldn de la Plana City Council

»»
25 | e

1 OO

Fomento de Construcciones y Contratas, S.A. 94,101,837.53 € 8
TIRSSA - Tratamiento Industrial de Residuos 20,866,352.00 € 4
Sélidos, S.A.

Fomento de Construcciones y Contratas, S.A. 2,446,750.00 € 2
UTE ICAT LOTE 11 12,010,003.57 € 3
Fomento de Construcciones y Contratas, S.A. 1,163,941.94 € 1
Fomento de Construcciones y Contratas, S.A. 8,706,550.20 € 10
UTE ES VEDRA 38,140,639.20 € 10
LUMSA - Limpiezas Urbanas de Mallorca, S.A. 9,024,327.58 € 4
LUMSA - Limpiezas Urbanas de Mallorca, S.A. 6,952,472.62 € 4
Fomento de Construcciones y Contratas, S.A. 825,508.28 € 4
Fomento de Construcciones y Contratas, S.A. 55,455,133.83 € 8
Fomento de Construcciones y Contratas, S.A. 4,376,470.32 € 15
Jaume Oro S.L. 7,320,057.00 € 10
Fomento de Construcciones y Contratas, S.A. 6,170,615.16 € 12
Fomento de Construcciones y Contratas, S.A. 24,376,039.38 € 4
Fomento de Construcciones y Contratas, S.A. 3,953,027.80 € 2
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MAIN CONTRACTS AWARDED IN 2014- FCC MEDIO AMBIENTE - SPAIN

Province

Valencia
Valencia
Alicante
Alicante
Albacete
Cérdoba

Malaga
Ceuta
Malaga
Melilla
Palmas (Las)
Palmas (Las)
Palmas (Las)
Murcia

Avila

Ledn
Guipuzcoa
Guiplzcoa
Guipuzcoa
Guiplzcoa
Madrid

Alava

Alava

act

Alfafar street cleaning

Alboraya street cleaning and USW

Castalla street cleaning and USW

Crevillent street cleaning + USW + ECOPARK
Hellin USW and street cleaning

Cérdoba. Container cleaning, maintenance and
replacement lot C

Mélaga. West Malaga cleaning and sanitation
Ceuta. Special cleaning of illegal landfills
Mélaga Historical gardens

Melilla sewer cleaning

Puerto del Rosario street lighting maintenance
Oliva USW, street and beach cleaning

Puerto del Rosario USW, street and beach cleaning
Cartagena coastal maintenance and cleaning
Packaging collection in Avila

Cacabelos City Council street lighting

San Sebastian municipal buildings cleanings
Tolosa J.V. street cleaning

Zumarraga J.V. street cleaning

San Marcos selective J.V.

Madrid outskirts 2014 USW containerization services
USW and street cleaning in Vitoria

Operating the USW Gardelegui landfill

Alfafar City Council

Alboraya City Council

Castalla City Council

Crevillente City Council

Hellin City Council

EPREMASA-Empresa Provincial de Residuos y
Medio Ambiente, S.A.

EMASA-Empresa Municipal de Aguas de Malaga, S.A.
Sociedad de Fomento Procesa

Malaga City Council

Melilla Autonomous City

Puerto del Rosario City Council

Oliva (La) City Council

Puerto del Rosario City Council

Cartagena Municipal Institute of Coastal Services
Avila City Council

Cacabelos City Council

San Sebastian City Council

Tolosa City Council

Zumarraga City Council

San Marcos Association

Madrid City Council

Vitoria City Council

Vitoria City Council
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Company Awarded Contract

Fomento de Construcciones y Contratas, S.A.
Fomento de Construcciones y Contratas, S.A.
Fomento de Construcciones y Contratas, S.A.
Fomento de Construcciones y Contratas, S.A.
Fomento de Construcciones y Contratas, S.A.
Fomento de Construcciones y Contratas, S.A.

Fomento de Construcciones y Contratas, S.A.

UTE Ceuta

Fomento de Construcciones y Contratas, S.A.

UTE ALCANTARILLADO MELILLA
UTE FCC-IMESAPI

Fomento de Construcciones y Contratas, S.A.
Fomento de Construcciones y Contratas, S.A.
Fomento de Construcciones y Contratas, S.A.
Fomento de Construcciones y Contratas, S.A.

UTE CUA

Fomento de Construcciones y Contratas, S.A.

LV TOLOSA UTE
LVZUMARRAGA, U.T.E
SELECTIVA SAN MARCOS UTE |
CONTENEDORES MADRID 2 UTE
UTE FCC-GSMS

UTE GARDELEGUI Il

3,674,047.50 €
6,739,546.08 €
4,605,012.16 €
17,568,251.10 €
10,905,681.70 €
778,014.54 €

1,721,316.64 €
311,357.63€
3,259,099.92 €
2,498,784.40 €
43,076,594.56 €
15,211,097.33 €
18,792,059.71 €
2,783,040.32 €
630,000.00 €
2,087,022.60 €
4,148,768.75 €
4,539,871.20 €
2,005,962.40 €
12,820,696.56 €
8,338,246.33 €
165,965,808.95 €
5,500,950.00 €

Term
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NUMBER OF MUNICIPALITIES SERVED

Waste collection
Street cleaning
Treatment and elimination of USW and similar

Park, garden and green area maintenance

Sewage system network

Beach cleaning
Cleaning and maintenance of ornamental fountains
Building cleaning

Summary of number of municipalities served*: 3,383

*|f several services are provided to the same municipality, the municipality is only accounted for once.

ENVIRONMENTAL U8 09 10 11 1213 14

SERVICES Water Infrastructures Cement Financial Corporate CSR Executive
Management Statements Governance Personnel

POPULATION SERVED

Waste collection

Street cleaning

Treatment and elimination of USW and similar
Park, garden and green area maintenance

Sewage system network

Beach cleaning

=2

="
== 2
PR ad
<>
>~ o
<> 6@' \ - ="
<= <>
- btb
o>

Summary of population served (total inhabitants)*: 27,093,747

*If several services are provided to the same municipality, the population served is only accounted for once.
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UTE PLANTA COMPOSTAJE EPELE, a joint venture established by the companies
Fomento de Construcciones y Contratas, S.A., Serbitzu Elkartea, S.L. and
Construcciones Murias, S.A., has been awarded the execution of the works and
facilities corresponding to the Composting Plant and Waste Transfer Station of Epele
in the town of Bergara, together with the start-up of the plant, for an award amount
of 5,747,122.36 euros.

The plot on which the plant is located is adjacent to the inert waste landfill
of Epele (Bergara) in the community of Debagoiena. Specifically, the facilities
are in a valley on the bottom of the lrutontorreta hillside, near the Epele
irrigation channel, bordering the municipal districts of Arrasate-Mondragon
and Bergara.

The composting plant will have the capacity to transform 9,000 tonnes per year
of bio-waste into compost and, together with the composting plant of Lapatx, all
the bio-waste currently generated in Guipuzcoa will be able to be treated. With
these 9,000 tonnes of organic matter, around 2,300 tonnes of compost will be
produced.

The facilities cover an area of approximately 8,600 m? and are comprised of the
following buildings:

Building for the reception and unloading of bio-waste.
Building for the reception and storage of uncrushed structuring material.
Building for mixing.

Bio-oxidation tunnels. There are eight tunnels for the fermentation stage of
the composting process. These tunnels are 6 metres wide, 29 metres long,

:

08

Water
Management

09 10 11 1213

Corporate CSR
Governance

Executive
Personnel

Financial
Statements

Infrastructures Cement

with a 3 metre wall height. The upper part is a dome-shaped PVC coated
metal structure.

Building for maturation. The maturation of the composting process takes place in
rows inside this building.

Building to store the finished product (compost).

In turn, the transfer station will have the function of collecting the rejected material,
paper and light packaging materials from Debagoiena, which will then be taken to
the corresponding treatment plant.

The station has two platforms with a height difference of 5 metres between them.
It consists of three tapered chutes through which the lorries unload their cargo
into semi-trailers. The facility has a roof to prevent rainwater from entering the
semi-trailers through the chutes.
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In addition to these two infrastructures, the following facilities shall be available to
service those mentioned above:

Office building, operating staff services and workshop.
Building for washing lorries.

Weighing facility.

Security booth.

Development of the entire area.

The roofs of the buildings will be covered with a vertical peen in different shades of
green, which provide a material continuity to the entire unit and integrates it into the
natural surroundings.
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INTERNATIONAL ENVIRONMENT During 2014 the International Environment division was awarded 58 tender
contracts in the areas of waste collection, transportation, treatment, disposal,
TURNOVER: 1,228.1 MILLION EUROS recovery of contaminated soils and street cleaning, with a geographical

(Increase of 3% compared to 2013) distribution as follows:

FCC’s International Environment division is one of the leading European companies UNITED KINGDOM (FCC Environment UK]

in the integrated management of municipal solid waste and energy recovery in the (Data refer to actual tender contracts awarded during 2014)
United Kingdom, Central and Eastern Europe and North Africa, with a presence in

11 countries (United Kingdom, Austria, Czech Republic, Slovakia, Hungary, Poland, Contracts awarded: 22 h
Romania, Bulgaria, Serbia, Portugal and Egypt). Annual turnover: 92.5 million euros
Contracted order book: 646.2 million euros

International Environment Division - Turnover 2014

Geographical location (Data refer to contracts provisionally awarded during 2014)

Contracts awarded: 7
0.5% Annual turnover: 67.9 million euros
.9 /0 o o
0.5% 2.4% 8.9% 1.1% Contracted order book: 835.6 million euros
.9 /0 .
11.3%
2.5% CENTRAL AND EASTERN EUROPE (LA.S.A)
1.5% 1.2% (Data refer only to contracts awarded during 2014)
Contracts Won: 24
Annual turnover: 31.7 million euros
Contracted order book: 57.5 million euros

69.7%

OTHER COUNTRIES (FOCSA PORTUGAL)

Contracts Won: 5
Annual turnover: 2.6 million euros
Contracted order book: 9.7 million euros

[ United Kingdom [l Romania [ Bulgaria

M Hungary Serbia Il Czech Republic
I Poland M Slovakia [ Egypt
[ Portugal M Austria
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1. Commissioning of the incineration plant in Lincolnshire (UK)

After signing the DBFO contract with the county of Lincolnshire for a period of
25 years for the treatment by incineration of the county’s municipal waste, the
plant was definitely implemented on March 5, 2014. This facility is capable of
treating 150,000 tpa and generating 13.1 MWe, which represents over 103,000
MWh per year.

Incineration plant in Lincolnshire (United Kingdom).

;

2. Construction of the incinerator in Buckinghamshire (UK)

On April 17, 2013, a DBFO contract was signed with the county of
Buckinghamshire for a period of 30 years. Work began in September 2013, and
is progressing well, with the incinerator is expected to begin operations in the
first quarter of 2016.

The plant will serve more than 478,000 inhabitants, has an incineration capacity
of 300,000 tpa and will generate 24 MWe, representing an annual production of
more than 187,000 MWh per year, enough to power 37,000 homes.

3. Construction of the incinerator in the counties of Herefordshire and
Worcestershire by Mercia Waste Management, a 50% FCC subsidiary (UK)

In May 2014 the variation to the contract signed in 1998 with the counties of
Herefordshire and Worcestershire for a period of 25 years to build a 200,000 tpa
incinerator plant was signed. Construction work began in June 2014 and it is
expected to have the plant operational by the first quarter of 2017. The plant will
generate 20.6 MWe, which represents over 160,000 MWh per year.

Treatment and disposal contract in Hull & East Riding

On January 10, 2014 a joint contract was signed with the City Councils of East
Riding and Hull for a period of 10 years and with an order book of 155.4 million
euros.

The contract includes treatment of 60,000 tpa of municipal waste, the management
of 300,000 tpa by means of two transfer stations, and the management 13 recycling

centres.

The population served is over 590,000 inhabitants.
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Treatment and disposal contract of Wigan

In September 2014 a contract was signed for a period of 25 years with an order book
of 279.1 million euros. The contract is for the mechanical treatment of 60,000 tpa of
municipal waste, the production of fuel derived from waste, and the management of
three recycling centres.

Contract for municipal waste collection in Herefordshire
Since 2009, FCC Environment Services has provided a municipal waste collection
service in Herefordshire, which serves 183,600 inhabitants. This contract has been

extended for a period of seven years and has an order book of 32.7 million euros.

Provisional award of a PPP contract with Edinburgh and Midlothia

In December 2014 the authorities of Edinburgh and Midlothian selected FCC
Environment as the provisional contractor for the PPP contract for a period of 25
years. This contract includes the construction and operation of a 150,000 tpa waste
incineration plant with power generation (CHP) of 13 MWe, representing more than
103,000 MWh per year.

The contract represents an order book of 729 million euros and will serve
a population of over 575,000 people. It is expected that the contract will be
signed in June 2015.
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2. CENTRAL AND EASTERN EUROPE

Contract for the recovery of contaminated soil in Slovakia

On 29 September 2014 a contract with the Ministry of Environment in Slovakia for
the treatment and recovery of soils contaminated by waste from old refineries was
signed. This contract represents a turnover of 10 million euros.

Contract for municipal waste collection in Zabrze, Poland

Renewal of the contract for municipal waste collection and street cleaning with

the city of Zabrze for a period of two years, representing a turnover of 8.5
million euros.

Zabrze, located 20 km from Katowice, has a population of over 173,000
inhabitants. FCC also operates a municipal waste treatment facility in this city
for the entire region.

Waste collection and disposal contract in Dobrich, Bulgaria

In September 2014 a municipal collection contract was signed for a period of five
years for the separate waste collection of recyclables and landfill elimination for the
city of Dobrich.

3. PORTUGAL

Contract for municipal waste collection in Vilareal

In September 15, 2014 the municipal waste collection contract was renewed for

a period of nine years. The order book amounts to 7.1 million euros and serves a
population of over 52,000 inhabitants.
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During the year 2014, research and development has continued to work on electric
vehicles, especially in the field of optimising energy consumption, building on the
experience contributed by the vehicles currently in service.

The electrical equipment currently in operation stands out for the energy saved in
each service; up to 50% can be saved in comparison to equipment with heat engines.
This fundamental aspect enhances the current system by incorporating a new
technology consisting of a combination of an ultra-condenser and a battery, which
is an innovative approach in the field of electric vehicles used for environmental
activities. Also research continues on the improvement of energy efficiency in
buildings and street furniture.

Having consolidated the use of electric and hybrid vehicles at FCC, with a fleet of
over 325 units operating daily at different Group contractors, work is being carried
out on a new collecting vehicle using ultra-condenser technology. It is scheduled to
be developed in 2014-2015 and is included in the goal set by FCC in 2006, to develop
a fully electric industrial vehicle for urban use.

In that year (2006), FCC developed the project called “Hybrid Electric KB-1", a diesel
engine vehicle to collect waste only in town centres that are difficult to access
(owing to size and reduced loading capacity). Due to the design and the technology
available at the time, the batteries autonomy wasn’t long enough to extrapolate the
system to all vehicles; the diesel engine had to be used up to four times at the end
of each route to recharge the battery.

In 2012 FCC set its sights on making a fully electric heavy vehicle. Two prototypes
were developed capable of running in full electric mode during the entire city waste
collection route, although the heat engine continued to be used in some stretches to
recharge the battery. This consisted of range of large vehicles with a large loading
capacity.
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The main limitation of this vehicle was the high cost of the investment compared
to the heat engine, mainly due to the battery required, both for power and energy
reasons.

This project was undertaken with the goal of overcoming this limitation and obtaining
the maximum optimisation of these kinds of vehicles.

The project represents an important technological innovation with funding from the
Spanish government via CDTI, a body dependant on the Ministry of Economy and
Competitiveness.

The general goals of the project are the design, development and validation of an
innovative platform for a battery-free hybrid electric heavy vehicle, with an ultra-
condenser system for urban services, for the entire range of vehicles necessary for
FCC’s activities, both in size and in maximum acceptable loads, and with the possibility
of admitting any vehicle body suited to collecting urban solid waste, as well as any
other urban service (sewage, street cleaning equipment, etc.).
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On the other hand, the main technical goals to be developed by FCC are:

Substantial reductions of hazardous emissions throughout all the activities,
especially when the vehicle is at a standstill while collecting waste and when
starting up the vehicle in urban areas (pure electric mode].

Substantial reduction of noise pollution both in electric and hybrid mode (with a
natural gas engine).

Substantial energy saving compared to equivalent diesel or natural gas vehicles.
Technology innovation to improve the quality and cost of the services.

Maintaining the same loading capacity as current vehicles, legally increasing the
maximum authorised weight of the proposed chassis.

In short, FCC is developing and adapting a newly designed ultra-condenser
system with new technology that is specific for this application, making it
possible to function in ‘hybrid series” when moving around and in ‘pure electric’
(with the heat engine stopped) when compacting and starting up along an urban
route, with enough power and energy to cover the whole waste collection route
in the above conditions.

The project, called ECOE, aims to develop and carry out pilot testing of a new
construction system and method for the energy management of buildings,
capable of minimising both wiring and consumption needs, thanks to the ability
to extract the necessary energy to operate from the excess energy available in the
building itself.

The intention is to develop a system capable of interconnecting the network of
sensors and actuators that operate on energy consumers (in this case, lighting
and air-conditioning) with minimum wiring requirements, and also by harvesting
the necessary energy for its operating needs from the surrounding environment
(Energy Harvesting). This generates a dually efficient system. On the one hand the
energy management of a building’s resources is optimised and, on the other hand,
a reduced consumption system is obtained that is capable of harvesting energy
from alternative sources other than the electric power network.

.

Management

The solution proposed is sufficiently flexible and adaptable to be used both in newly
constructed buildings as well as in remodelling or refurbishing works, minimising
installation costs and the ROl period.

The ENERCITY project is a direct response to the present and future scenario, in
which it is expected that smart cities will require street furniture to be equipped
with new technologies (mostly information and communication technologies). These
in turn, will need energy sources to meet the environmental challenge required by
global energy demand.

The goal of the project stems from two premises, consisting of the development
and integration of an organic photovoltaic panel in a street furniture object, with the
purpose of supplying energy to a technology that contributes functionality in line with
the ‘smart city’ concept.

To continue the momentum of recent years, 2014 saw the entry into service of the
first machinery pool with the highest energy rating, “A".

Work has been done on the pool to improve the building’s envelope to reduce its
energy demand, trying to make the most of natural lighting.

Aninnovative HVAC system was designed which combines the harnessing of external
weather conditions (sun and wind that affect the building), the most-efficient and
least-power-consuming equipment in the market (water-to-water heat pumps
and natural gas condensing boilers] to heat the various rooms in the depot, the
distribution of heating and cooling using low-temperature and high-thermal-inertia
systems and displacement ventilation, in order to ensure conditions of maximum
comfort for personnel.
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The maximum efficiency has been sought in the lighting installation, both in the offices
and in the workshop, using LED technology and seeking efficiencies of at least 96 Im/W.

At the other facilities, equipment and technologies have been selected that make it
possible to reach maximum energy efficiency, even though the conditions of use of
the facilities may vary, for example using aerothermics for the production of DHS
(domestic hot water) at smaller facilities (Tias, in Lanzarote); the savings that are
obtained are similar to the use of solar thermal panels, regardless of the actual
consumption, providing great flexibility while at the same time, maintaining a high
efficiency level.

Energy efficiency is also being improved at other facilities by installing LED lighting,
renewable energies (both biomass, photovoltaic and mini-wind farms) and redesigning
thermal installations. Measurement and control systems are being introduced to
facilitate the implementation of the Energy Management System under 1SO 50001.

FCC Servicios Ciudadanos continues with its Vision Project (“Advanced Solution
for the global management of all the processes in Environmental contracts: Vision
Project”) as part of its focus on technological innovations.

The solution implemented is based on the combination of hardware and software
that can support the information system required by FCC Medio Ambiente and its
services. From this, a tool will be available with centralised resources, that is secure
in terms of access levels and data protection, and that offers a high level of service
availability.

In 2014, the company went a step further and implemented new aspects:

Module to optimise the service programming (allocation of personnel, machinery,
frequencies, etc.).

Integration of image recognition (number plates, despatch notes, etc.).
Communication systems with town councils (Smart City).

Systems for synchronising the platform with mobile devices.

Publication of integrated data with geographical criteria.
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Module optimising the management of work in green areas.
Mobile application for collaboration of citizens.

Service quality indicator management.

Integrated management of service documentation.

Module for managing preventive and corrective maintenance.

The following milestones are scheduled for 2015:

Management of the landfill data reporting cycle.

Integration of the CAN-OPEN data communication system among chassis, vehicle
bodies and tools, thereby unifying the systems.

Data management to analyse efficient driving.

Calculation of sustainability indicators and management of the carbon footprint.
The platform will be updated to use the latest technology available.

Integrated waste management module.

Adaptation of Vision to the quality management system.

Legal maintenance management module.

smm— =]
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The relevant event for the year 2014 was the publication of a sustainability
report with a novel presentation format, and especially the announcement
of a programme of priority actions and challenges that will drive FCC Medio
Ambiente throughout the next two years, to promote and guarantee an efficient
sustainable management of the services offered to clients within the framework
of the green growth and low carbon economy model, with sights set on Horizon
2020.

To accompany this mutation, the organisation has developed a number of
initiatives and has secured the tools which will enable it to:

Have personnel with the best training and know-how of the environmental aspects
of sustainability: eco-efficient personnel.

Integrate the environmental aspects and their feedback effects in the operational
management of services: integrated environmental management.

Generate environmental information that is interesting and understandable for
citizens and useful for general interest projects: involved citizens.

Working groups have been set up to steer the development of the monitoring and
calculation methods, allowing to integrate and account for the relevant aspects of
sustainable environmental management, in the operational management of the
services offered in the new public contracts for urban solid waste collection and
treatment services, street cleaning, maintenance and upkeep of parks and gardens
and street lighting.

Participants in these steering groups are from the production departments and
from different regional offices. Departments from the central headquarters are
also involved (studies, treatment and elimination, machinery, and management
systems).
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Participants will become promotors of a new management model in the field of
efficient management of resources (energy, water, etc.) and to reduce greenhouse gas
emissions in the local offices where they operate. Their mission is to take this model
to stakeholders (collaborators, clients, associations, suppliers, etc.). This provides
added value to the management of the services provided and better anticipates the
novelties that are to be introduced in offers.

On the other hand, we must stress the integration of the sustainability policy
principles of FCC Medio Ambiente in the Human Resources Training Plan
programme. The training programmes given by third parties in the field of
environmental sustainability (efficient management of resources, i.e. water and
energy, calculation of the carbon footprint and KPIs, definition and development
of best practices, etc.) will include a specific module designed and taught by
FCC Medio Ambiente staff, that will allow the transfer and dissemination of the
experience acquired by the organisation in these areas.

Lastofall, withinthe framework of the new hires thatis part of the reorganisation of the
workforce, there will be a new definition of job functions, seeking new profiles such as
that of environmental observer, environmental supervisor and environmental agent.
The designated personnel will receive specific training on social and environmental
sustainability aspects linked to the services provided, in order to guarantee that the
sustainable management aspects committed by contract are fulfilled.

Offer a new environmental consultancy service in public tenders

The SEEUS ® (System for Environmental Efficiency Evaluation of Urban Services)
application, which is the software used for the IT development of the method for
monitoring and calculating the intensity indicators (KPIs), will be the tool used by
contract managers to establish the sustainable environmental performance in the
services provided.

This will provide us with the energy performance, water and greenhouse gas

emissions indicators, which will allow us to communicate to the parties concerned
the results of the monitoring of the environmental efficiency of the services provided,
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as well as highlighting the “FCC brand” best practices that are fostered within the The commitment acquired by the Organisation with MAGRAMA is that it will reduce

framework of a continuous improvement policy. the carbon footprint over the coming years. Therefore, in order to mark out our
competitive difference, priority will be given to:

This new environmental consultancy service has been offered at tenders in

Pamplona, El Ferrol, Vitoria and San Sebastian, and it has been implemented in Service offers including efficient environmental management.

San Marcos and Avila. Promoting the latest technology advances supported by efficient management
tools.

FCC Medio Ambiente has established and verified the value ranges of intensity The implementation of best practices and references from our own experience in

indicators for urban solid waste collection services, street cleaning, and the responsible use of resources and the reduction of greenhouse gas emissions.

maintenance and upkeep of parks and gardens.

FCC Medio Ambiente is prepared and has the capacity to accompany clients who
ask us and help calculate the carbon footprint of municipal organisations; this has
occurred with the regional area of Pamplona and with the L "Hospitalet de Llobregat
City Council.

The award of Proyecto Clima (FES CO,)

The FCC Medio Ambiente division has backed MAGRAMA'S Clima Project (FES CO,)
initiative, which was called in February 2014, thanks to the work developed in the
field of calculation and monitoring of greenhouse gas emissions, that began in the
year 2002 with the implementation of the EPER Registry (since 2008, the E-PRTR,
European Pollutant Release and Transfer Registryl. It also uses its know-how and
expertise in the degasification of landfills and the recovery of biogas by experts in
waste treatment and elimination.

Involved citizens

Connectionto citizens, the third pillar of the corporate sustainability policy, is essential.
This has been the great failed challenge of municipal authorities, who idealised the
‘smart city’ concept, basing it almost exclusively on the deployment of technological
means (sensors and ClITs), which owing to the lack of attractive contents has not
Registering the calculation of the organisation’s carbon footprint managed to attract citizens or involve them in changing their behaviour model, where
they would be the first to benefit.

FCC Medio Ambiente is the first company in the industry to be entered into the
Ministry of Agriculture, Food and the Environment’s (MAGRAMA] Registry of the In spite of the difficult beginnings with this concept, the Spanish Smart City Network
carbon footprint, compensation and CO, absorption projects. (RECI), the Spanish Federation of Municipalities and Provinces (FEMP) and other
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public and private institutions continue to support the creation of new generation
service platforms, the implementation of which will benefit from the financing from
FEDER funds for 2014/2020, among other sources, insofar as the municipalities that
are interested have prepared their sustainable development integrated strategy plan.

To this end, public and private sector collaboration will be fostered, along with a
greaterimplication of private sector players operating public services. As one of these,
FCC must be able to show the results of the efficient management of its services, the
feedback of which will favour a more proactive and responsible behaviour because it
directly benefits citizens” quality of life.

The dissemination of the environmental efficiency indicators on the services provided
is a first stage in this direction that may help to convey to citizens, tangible, specific
and easily understandable information on the incidence of the measures promoted
by the city council to contribute to the sustainable development of the city. The
experience shared with some of our clients, such as the city councils of Avila, Oviedo
and San Marcos, as well as the regional area of Pamplona, confirms this.

On the other hand, in their forecasts and planning of general interest actions to
adapt to climate change or urban resilience, cities in the medium term will need to
integrate the KPIs that are the reference points of our actions, in the evaluation and
control systems shared by European and international networks of cities.
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Documentation of the management system

Since FCC’s main activity is the provision of certain urban sanitation services,
the Company’s concern is always about their meeting the needs or requirements
set by clients, in addition to the legal and regulatory requirements that affect
the activities developed and in particular, those referred to the interaction with
the environment and energy efficiency. To this end, the Environmental area
implemented a management system based on the UNE-EN 1SO 9001: 2008, UNE-
EN ISO 14001: 2004, UNE-EN IS0 50001: 2011, UNE 187004: 2008 standards and
the 1221/2009 EMAS Il regulation, through which the environmental and energy
performance and the quality of the Organisation will be managed, to provide the
services in a satisfactory manner for clients and to create the internal confidence
to ensure that what is developed is in keeping with what is established in the rules
and internal documentation.

During 2014 there were not any substantial changes in the management system,
although some procedures have been included, linked to the management of
sustainable initiatives, to the preparation of sustainability reports and to the
development of the approach towards new certifications during the year: energy
services and integrated management of the municipal electricity facilities.

Certification of the management system
Regarding the annual certification process:

The external audit of part of the Environmental area’s management system
based on the UNE-EN ISO 9001: 2008 and UNE-EN ISO 14001: 2004 standards
was performed by AENOR between 21 April and 14 May 2014. During this
period, AENOR audited five of the Central Services Departments and various
contracts at nine branch offices. In Central Services, audits were carried
out of management, quality management and environmental management,

‘
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procurement, machinery and design processes as well as training, legal
requirements and compliance assessment processes. In contracts at branch
offices, audits were conducted of operational and service delivery processes,
as well as of the operational control and the monitoring and measurement of
environmental aspects.

In this process, new companies have been incorporated to the certification under
the two standards and others have been removed because of lack of activity.
During the year 2014 the following certificates were in force:

FOMENTO DE CONSTRUCCIONES Y CONTRATAS, S.A.

FCC MEDIO AMBIENTE, S.A.

ALFONSO BENITEZ, S.A.

SERVICIOS DE LEVANTE, S.A.

SERVICIOS ESPECIALES DE LIMPIEZA, S.A.

VIGO RECICLA, UTE.

UTE MELILLA.

ECOPARQUE MANCOMUNIDAD DEL ESTE, S.A.

EMPRESA COMARCAL DE SERVICIOS MEDIOAMBIENTALES DEL
BAIX PENEDES, S.L. (ECOBP).

SERVEIS MUNICIPALS DE NETEJA DE GIRONA, S.A.
SOCIETAT MUNICIPAL MEDIAMBIENTAL D’'IGUALADA, S.L.

Regarding the external audit of part of the Environmental area’s management
system that is based on the UNE-EN ISO 50001 standard: in 2011, between 11
and 13 June 2014, an audit was carried out of the peninsular contracts of the city
of Barcelona city and the Balearic Islands regional offices, and the certificate for
the company remains in force for the year 2014:

FOMENTO DE CONSTRUCCIONES Y CONTRATAS, S.A.

The external audit performed on 12 and 13 May 2014 of part of the management
system in relation to the 1SO 14001 and Tourist Q Certificates (according to
the requirements of the UNE 187004 standard) of Palacio de Exposiciones y
Congresos de Granada, S.A., and during 2014, the ES11/10261 and 00861/13

certificates, respectively, remain in force.
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The external validation process of the environmental declarations during May
and June 2014 has led to maintaining the EMAS registers of the following regional
offices. It should be stated in this regard that for 2013 those corresponding to
the Madrid regional office were removed because the contracts covering the
declaration were no longer in force, and the declaration registry of the Levante I
regional office was suspended.

Barcelona, capital city (ES-CAT 000280) file 1994/0241/VM/02), in the name
of Fomento de Construcciones y Contratas S.A.

Catalunya | (ES-CAT 000315) file 1994/0241/VM/03, in the name of Fomento
de Construcciones y Contratas S.A. for the contract for the Collection of
Municipal Waste, Sewage Cleaning and Street Cleaning of Urban Refuse
Collection in LHOSPITALET DE LLOBREGAT.

Madrid (ES-MD-000147) file 1994/0241/VM/01), in the name of Fomento de
Construcciones y Contratas, S.A.

Catalunya Il (ES-CAT-000415), in the name of Fomento de Construcciones
y Contratas S.A. for the Reus Urban Refuse Collection and Street Cleaning
contract.

In April 2014 an external audit was performed of the management system
of the company Sistemas y Vehiculos de Alta Tecnologia, S.A. (SVAT) based
on the UNE-EN [SO 9001: 2008 standard and UNE-EN ISO 14001: 2004, and
the ER-0782/1997 and ES034080 certificates remain in force during the year
2014. For 2015 there are plans to include the SVAT management system
requirements within the documentation of the general management system
of the FCC Medio Ambiente area.

During 2014 a management system has been developed in the Guipuzcoa-
Navarre regional office linked to the use of euskera, the Basque language,
audited externally in September and October 2014, obtaining the Bikian black
certificate for the company:

FOMENTO DE CONSTRUCCIONES Y CONTRATAS, S.A.

‘
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FCC Media Ambiente’s Joint Prevention Service, which was established on 23 March
2011, has been consolidated. It currently groups together 65 companies and has 37
full-time technicians plus 13 coordinators per branch office.

During the year 2014, the Occupational Health and Safety Management System of the
65 companies included in the SPM FCC Medio Ambiente (ES14/16003) was renewed
through SGS, as required by the OHSAS 18001:2007 specification.

Regulatory (legal) audits of the following companies have been performed:

EMPRESA MIXTA DE LIMPIEZA DE LA VILLA DE TORROX, S.A. (C-M-141014).
EMPRESA MIXTA MA RINCON DE LA VICTORIA, S.A. (C-M-141015).
LHICARSA (C-M-141023).

SERVEIS MUNICIPALS DE NETEJA DE GIRONA, S.A. (C-M-141219).
UTE SANEJAMENT MANRESA (C-M-141225).

SELESA (C-M-141111).

UTE ABSA-PERICA Il (C-M-141213).

UTE ERETZA (C-M-141211).

UTE JUNDIZ Il (C-M-141212).

UTE JARDINES TELDE (C-M-141114).

UTE RBU-LV ALCOY (C-M-141112).

UTE TORREJON (C-M-141024).

UTE CONTENEDORES MADRID (C-M-141016).

CONTENEDORES MADRID UTE 2 (C-M-141232).

UTE MADRID ZONA 5 (C-M-141113).

UTE MADRID ZONA 6 (C-M-141017).

ECOMESA (C-M-141110).

UTE TXINGUDIKO GARBIKETA (C-M-141218).

The "AENOR Certificate No. ES-2015/0001" was obtained, according to the
“Healthy Company Model”, at the Aragon-La Rioja and Soria branch office, while
maintaining the prior certification for the Catalunya Il branch office: "AENOR
Certificate No. ES-2013/002".
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Automation of the risk evaluation procedures and of the hygiene and business strategy, as well as taking into account the estimated future development

ergonomics reports. needs via new projects.

Implementation of the cost of accidents calculation in the VISION tool. The contents of this document comply with article 15 of Royal Decree 395/2007, of 23
March, and applicable related regulations, regulating the sub-system of vocational

Presentation of FCC Medio Ambiente’s Road Safety Strategic Plan for 2015- training for employment, the minimum contents being:

2018. It contains the guidelines that FCC Medio Ambiente must follow to

reduce the number of road accidents and their severity. a) Name, objectives and description of the activities that will be developed.

b) Target groups and number of participants per activity.
c) Scheduled execution calendar.

d) Teaching means.

e) Participant selection criteria.

f) Venue provided for the training activities.

Continuation of the development of the IT tool for the management of the
various occupational risk prevention modules, with the development of
several specific reports.

Given the variety of groups in this business area, there are activities catering to all the
different types of profiles. Notwithstanding other possible classifications, there are 5
major employee groups:

Managers

Middle management
Technical staff
Skilled workers
Unskilled workers

The purpose of the Training Plan is to improve, strengthen and/or extend
employee know-how and make this have a positive effect on the functioning and
results of the company. In this regard, training is a fundamental tool to support
the business, the growth and the development of each one of our professionals,
as well as of the Organisation itself.

Regarding the prevention of occupational hazards, actions are developed according

to law, royal decree or preventive rules that apply to the activity dealt with in the
FCC Medio Ambiente’s 2014 Training Plan consisted of 695 training activities in total. course (risks related to working at heights, handling machinery, driving, etc.),
These are specific activities and they are always designed according to the current always seeking high standards for requirements and quality.
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Within the group, in total 72 business entities are managed, which in the aggregate
employ an annual average of 31,994 individuals. It should be noted that 10 of
these companies have an average headcount of over 250. The other companies range
from an average of 193 to 3 employees.

As far as subsidised training activities, the following data are the most relevant:

Training activities executed: 212 [(if considering the different groups
organised for each of these training activities, the total would be 1,403
training activities).

Trained employees: 10,269.

Priority groups reached in 97% of the companies.

Private contribution achieved in 97% of the cases.

Credit consumption in 2014 totalled 58.14%, slightly lower than in previous years.
This can be explained by the adoption of a new integrated management partner
(subsided and teaching) for the training at the end of the previous year and the
slow transfer of all the tasks.

This year Human Resources managers have had specific training distributed
across five modules, with topics such as:

Legislation. Case Law.

Use of the Incorpora / SAP application.

Cost planning and control.

Recruiting and selection. Job interviews and other selection methods.
Remuneration policy and job assessment.

21 participants in total obtained the attendance and achievement diploma for all
the modules, with a total number of 40 classroom hours and another 42 hours of
distance training.

As a pilot experience, several courses were executed focusing on energy
efficiency, with the goal of increasing and reinforcing knowledge on energy and
energy consumption prospects.

43

The following courses were taught:

Auditing of the ISO 50001 energy management system, with 14 classroom hours
and training provided to 29 participants divided into two groups.

Energy efficiency of buildings, with 6 classroom hours + 4 hours of e-learning.
Training was given to a total of 15 participants.

Energy saving and efficiency measures, with 14 classroom hours and training
provided to a total of 26 participants.

During the following year the latter project will remain under development,
because it is considered fundamental for the business, incorporating training
activities such as energy audits, calculating and managing the carbon
footprint, course on the Technical Building Code (CTE) and energy certification
of buildings, etc.
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in this facility are completed by optimising the treatment of effluents generated in
the evaporation line by means of biological processes.

Starting this year, FCC Ambito will have a second hydrocarbon waste treatment
facility registered in the Special Taxes Land Registry, which will enable it to carry

FCC Ambito operates in the sector of industrial waste treatment and recovery of by- out activities related to the production and sales of hydrocarbons.

products, positioning itself as a benchmark company for the circular economy. Its

customer is preferably private and linked to industrial activity. Furthermore, thanks to its extensive network, FCC Ambito remains the leading

manager for companies that have waste production centres spread throughout
the country, and who want to simplify management and save costs by hiring one
single manager. During 2014 the company was awarded the integrated waste

In 2014 the company managed to maintain the trend of the previous year and the management contract for all Renault factories in Spain.

volume of waste and by-products received at the FCC Ambito facilities in Spain

and Portugal stabilised.

Throughout this year there has been a significant increase in waste received at the
non-hazardous landfill site belonging to the subsidiary IACAN in Cantabria, whose
facility has a total capacity of 8 million m3, strengthening treatment capacity and
expanding the services FCC Ambito offered to the industry.

In the same vein, during 2014, the waste treatment plant in Getafe (Madrid) began
its expansion to adapt to the new reality of waste production in the area. Initially
conceived as an industrial waste transfer/blending facility for energy recovery,
along with the expansion, equipment has been installed for the treatment of
another kind of liquid waste. The treatment capacity of waste with high organic
load, whose production is very important throughout its sphere of influence, has
increased to 50,000 t/year. With this expansion the services offered by FCC Ambito
in the central area have been enhanced, and is another step in the strategic
reduction line of the transfer centres and a commitment has been made to higher
added-value, such as the final treatment facilities.

During 2014 the inertization and stabilization lines of the Aldeanueva de Ebro plant
have also been renewed, adapting one line for the treatment of mercurial waste,
with the implementation of the most stringent security measures. Improvements
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With regard to glass management activities, the collection and management
contract has been renewed for 5 year in the provinces of Valencia and Castelldn,
as well as winning tenders for collection and management in the regions of
Aragoén and La Rioja.

Moreover, in the sector of soil decontamination, the contract awarded by the
Government of Aragén was performed for the remediation of the old lindane
waste repository (toxic and persistent organochlorinate pesticide] located in
Sabifdnigo, and its transfer to a new disposal cell. The work has required the
extraction and processing of more than 350,000 tonnes of pesticide residue.
The work began in the last quarter of 2013 and lasted until the fourth quarter
of 2014.

This project, along with the removal and treatment of sludge deposited in the
Flix reservoir, constitutes the two major works that have been tendered as
public works in the sector of soil remediation in recent years, and places FCC
Ambito as leader in this sector.

With respect to the Flix works, in 2014 a total of 358,056 tonnes of sediment
have been extracted and treated. The extraction is planned to continue until
the end of 2015.

In the US, following the sale of the business to collect and recycle oily waste, the
remaining activities have been focused on the subsidiary FCC Environmental
Services, that after its restructuring, was awarded the contract for biosolid
waste management in the city of Houston.

Regarding Portugal, the new operations concerning environmental liabilities
awarded to the subsidiary ECODEAL have meant the entry of a significant
amount of waste, allowing the company to maintain its good results for another
year.
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Management

Regarding the R+D+i activities, work has continued on the RECO2VAL project,
the objective of which is to use waste with a high calcium content to capture the
CO, emitted in fertilizer manufacturing facilities. Work has also continued on the
CEMESMER project, focusing on developing a new range of cements that will allow
the effective stabilization of mercury present as a contaminant in soil and water.

Within the commitment to the circular economy it is important to highlight the
development project for recycled glass applications as a material for building
elements with high added value. Satisfactory results have been achieved and some
of these materials are used in the manufacture of kitchen worktops, both at home
and abroad.
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SECTOR ANALYSIS

During the year 2014 the Water Management sector continued to play an
especially relevant part in the agenda of governments and local authorities,
who acknowledge the strategic importance of a scarce asset such as water. The
exponential increase of human population and the concentration in large cities,
the expansion of industrial and farming activity, as well as greater awareness
of the possible risks attached to climate change, are leading a number of
countries to embark on modernisation plans, involving both their hydraulic
infrastructures and the systems for operating and managing them, with the
fundamental goal of increasing their efficiency and capacity. In this general
framework, at an international level the business opportunities for companies
specialising in the integrated management of the water cycle will surely be
greater, although the participation models may be different to the currently
typical ones.

Private sector contribution to achieve universal access to water, established
as one of the United Nations Millennium Development Goals, is likely to be
important not only because of the technology and management capacity
but also because of its capacity to attract funds for the development of new
infrastructures and the maintenance of existing ones. This goal, according to
the definition given by the UN, makes it obligatory for governments to seek
solutions to provide all inhabitants access to water, and these solutions
should contribute to the economic maintenance of the service according to the
conditions set by each country.

In recent years, the Public Administrations responsible for water management
have reduced their preference for concessional integrated water cycle
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management models, seeking instead public and private participation
models in a BOT (build, operate and transfer) regime for the construction
of new infrastructures. In countries with sufficient budgetary capacity, new
infrastructures continue to be built by way of construction contracts, as well as
generating new methods for contracting operation and maintenance services
according to the specific characteristics of each Public Administration.

There are not many companies competing domestically and abroad, therefore
public tenders, whether for operation and maintenance services or for BOT or
concessions, hardly ever have more than five bidders. The high integration of
FCC Aqualia’s services offering, enable the company to adapt to the different
contractingmodelsimposedbyPublicAdministrations. Its positionastheworld’s
sixth largest operatorand the third among private capital enterprises, according
to the GWI rankings, enables it to compete on equal terms in any international
tender, in a market that is still led by the two large French operators.

Ultrafiltration membrane bioreactor (MBR).
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Besides having the Public Administration as a principal client, private industrial
companies, especially in the mining, oil and gas sectors, are becoming established as
important potential clients for water operating companies, especially for those with
the technological capacity to tackle the complex treatment required by the waters
used in production processes.

DOMESTIC MARKET

For the first time since the onset of the economic crisis, in 2014 there was a stabilisation
of water sale volumes, which had been declining steadily in previous years.

This change of pattern, however, was accompanied throughout the year by strong
social campaigns against the privatisation of public water management services.
Thus, contracts awarded for Alcazar de San Juan (Ciudad Real) and El Puerto de Santa
Maria (Cadiz] were finally secured by FCC Aqualia, but not without the significant
opposition of certain sectors of public opinion.

Furthermore, none of the Administrations (central government, autonomous
communities, municipal governments] are putting out tenders for hydraulic
infrastructure investment projects, which added to the current pre-election period

;

v
WATER
MANAGEMENT

09 10 11 12 13

Corporate CSR
Governance

Financial
Statements

Infrastructures Cement

means that 2014 was not a year of significant tenders on a domestic level. Accordingly,
in 2015 there will be even fewer public tenders. On the other hand, the central government
initiatives to establish an agile, efficient regulatory framework for this sector should be
noted. The Ministry of Agriculture, Food and the Environment submitted a preliminary
draft of the Water Sector Bill to all the parties involved so that they may analyse it.
Meanwhile, the De-indexation of the Economy Act is following the parliamentary
procedures and Parliament is dealing with the Bill to amend the Public Administration
Contracts Act, which will have a bearing on the sector in terms of the solvency required of
bidders and the non-requirement of classification for service contracts.

It is expected that these regulatory measures will boost the private management of
water in Spain; it is an activity with increasingly higher technology levels, together
with excellent service quality, geared to ensuring the supply of clean, healthy
water for human consumption, thus protecting people’s health. This was recently
acknowledged by the [Spanish] Consumer and User Organisation (OCU), which at the
end of 2014 published an independent study on the quality of tap water in 62 towns
in Spain, nine of which were managed by FCC Aqualia. In its report, the OCU said the
water that was supplied was Very good’ and ‘Good'.

INTERNATIONAL MARKET

Internationally, FCC Aqualia focuses its sales activity in Europe, Northern Africa,
the Middle East, India, North America and Latin America, and it currently has
ongoing contracts in Portugal, Italy, Czech Republic, Serbia, Bosnia, Montenegro,
Kosovo, Poland, Algeria, Tunisia, Egypt, Saudi Arabia, Abu Dhabi, Qatar, India,
Mexico, Uruguay and Chile.

In 2014 the new EU directives on public contracts were published, which especially
stress the award of concession contracts to entities operating in the water sector,
the contents of which must be transposed to national law by March 2016. On
the other hand, a popular initiative called Right2Water reached the European
Parliament, which calls for public ownership of water management.

Up until now the decisions passed by EU bodies do not affect the participation capacity
of private enterprises in water management, delegating to the Member States
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the decision to choose the water management formulas that are best suited to
their specific needs. In any event, the situation to change the general regulatory
framework is causing difficulties, perhaps only circumstantial ones, to increase
municipal service concession contracts, where works contracts or operation and
maintenance services are customary.

In ltaly, the recent modification of the regulatory framework, due to the
appearance of a new national regulator, may generate in the near future new and
interesting public-private collaboration opportunities with the Local and Regional
Administrations.

In Portugal, the application of the EU recommendations associated to the
economic recovery plan may give rise to privatisation operations involving the
state water company which, considering FCC Aqualia’s extensive experience in
the Portuguese market, may represent important growth possibilities over the
coming months.

In Northern Africa the most usual business opportunities in the future will be
public-private BOT (build, operate and transfer) participation contracts for the
construction of large water processing infrastructures, with operating periods
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lasting around fifteen years. The performance of the existing contracts in Algeria
and Egypt, in spite of the Arab spring, encourages the view that these are stable
markets from a contractual viewpoint.

In the Middle East, with population growths of up to 8% per year in some countries
and with rising living standards and service quality, a number of important
hydraulic infrastructure projects have been announced that will progress slowly
and, at least in the near term, restrictions are not expected in connection with
the decline in the price of oil. In this market there will also be operation and
maintenance service contracts which, with the experience from the contracts
developed in Saudi Arabia and Abu Dhabi, shall represent good business
opportunities such as the recent one awarded in Qatar.

In India the regional governments have established the priority objective of
improving water supplyand sanitation, largely boostinginfrastructure construction
and operation contracts that guarantee continuous supply. FCC Aqualia, together
with an important local partner, has secured two of these contracts, allowing it
to create a platform to get a better understanding of the country and tackle much
larger projects.

In North America, FCC Aqualia intends to consolidate the Mexican market, where
it already has significant activity. The Public Administration in Mexico is going to
start a programme for the improvement of municipal water supplies, and this
will surely enable the company to increase its turnover. On the other hand, FCC
Aqualia is opening up a commercial office in the United States to spearhead its
entry into a market where some states have the same problems as Spain: obsolete
infrastructures, periods of drought, debt-ridden municipal administrations
without financing capacity and high environmental demands.

Last of all, in Latin America the growth opportunities for FCC Aqualia have
multiplied significantly since FCC left the capital of Proactiva, where the other
partner was the French operator Veolia. In the short term, Peru and Chile are the
countries offering the best possibilities, and there are also some infrastructure
programmes in Paraguay and Panama that are being closely monitored. In the
latter market, together with the opportunities detected in Mexico for PEMEX, the
oil company, there are particularly interesting contracts for the construction and
operation of water processing plants for mining and oil & gas companies.
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FCC AQUALIA'S ACTIVITY

During the year 2014, FCC Aqualia’s contracting volume totalled 770.8 million
euros, reaching a record portfolio of 15,113.8 million euros in December,
representing a 1.7% increase for the same period in 2013.

In the domestic market, the most significant new integrated management
contracts awarded were the following:

e Alcazar de San Juan (Ciudad Real), for a 25-year period and a contract volume
of 122.1 million euros, awarded to the joint venture Aguas de Alcazar, in which
FCC Aqualia holds 52.38%

* Lalineade laConcepcion (Cadiz), for a term of 12 years and a contract volume
of 58.8 million euros, awarded to Empresa Gestora de Aguas Linenses, fully
owned by FCC Aqualia

e El Puerto de Santa Maria (Cadiz), for a 25-year period and a contract volume
of 382.9 million euros, awarded to the joint venture APEMSA, in which FCC
Aqualia holds 48.98%. The consolidated contracting volume is 15 million
euros.

* Ubrique (Cadiz), for a 25-year period and a contract volume of 22.6 million
euros, awarded to the joint venture Aguas de Ubrique, in which FCC Aqualia
holds 49%, and the management has been subcontracted to FCC Aqualia.

Furthermore, FCC Aqualia, in a Joint Venture where it has a 22.8% holding, was
awarded the contract for batch 3 of the Integrated Energy Management of the
urban facilities of the City of Madrid, for a period of eight years, representing a
contract volume of 48.3 million euros.

Also, after buying an additional 12.5% of Aguas de Alcala, FCC Aqualia now
owns 50% of this Joint Venture, the same percentage held by Canal de Isabel
[I. This acquisition represents an increase of 28.2 million euros in its portfolio,
considering that this Joint Venture still has 15 years of contract left.

50
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In terms of renewals and extensions in the domestic market, the following should

be noted: Salamanca, for a five year period and amounting to 95.7 million euros;

San Juan del Puerto (Huelva), for a 25-year period and amounting to 32.5 million

euros; Candelaria (Tenerife), amounting to 32.2 million euros over a 10-year contract;

Callosa de Segura (Alicante), twelve years and 18.6 million euros contracted; and

Cortegana (Huelva), for an additional 25 years and a contract volume of 16.4 million
euros.

I

Inthe international market, FCC Aqualia was able to increase its portfolio of countries,
mainly through the award of new design and construction contracts.

In the European market there have been a number of recent awards in the Balkans
region, both for the design and construction of the DWTP (Drinking Water Treatment
Plant] of Vrsac(Serbial,amountingto 6.9 million euros,and the designand construction
of the WWTP (Waste Water Treatment Plant) of Prizren (Kosovo), amounting to 10.4
million euros. These contracts are a gateway to much larger contracts in the future,
setting FCC Aqualia in a good position for forthcoming tenders.
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In Northern Africa, FCC Aqualia continues growing after the award of its first contract in
Tunisia, for the construction of a Desalination Plant in Djerba, amounting to 31.2 million euros.

Likewise, the company continues to consolidate its presence in the Middle East after
entering Qatar with the award of the contract for the construction and operation of
the WWTP in Al Dhakira, through the affiliate Aqualia MACE and in a consortium
with the South Korean Hyundai group, in a contract totalling 300 million euros.

The company was awarded its first two service contracts in India, in the state
of Karnataka: the first one in Bidar and Vasvalyakan; the second one in Bellary,
Raichur and Hospet. The two contracts combined mean that the company will
manage the water supply for over one million in habitants. These contracts
represent the entry into a large market where access is very difficult.

In addition, FCC Aqualia has opened a commercial office in the United States,
a market offering excellent opportunities in which the company is scheduled to
secure new contracts in the short and medium term. To this end, the necessary
legal procedures have been commenced for the incorporation of a company
in the state of Delaware, with an authorised capital of USD 4.9 million.
Accordingly, in order for it to be the holder of the shares in the new company,
the corporate purpose and the company name have been changed. The group
company formerly called Abastecimientos y Saneamientos del Norte, S.A. was
renamed as FCC Aqualia América S.A.

In Latin America, the group secured its first contract in Chile, with the award of the
construction of the WWTP in Cadellada, amounting to 12.7 million euros. Also, in
Mexico, a country where the company is well-established, it secured the contracts
for the construction of the aqueduct and electric facilities of Minera Penasquito, in
the state of Zacatecas, totalling 21.3 million euros, and for PEMEX, in this case for
the modernisation and rehabilitation of the water entry from the River Mezcalapa, in
Tabasco, amounting to 12.8 million euros. With these awards FCC Aqualia strengthened
its position as one of the main private enterprises dedicated to water management
in the Latin American mining industry, which also benefited from its participation, via
Aqualia Infraestructuras, in the fourth edition of Desal 2014, the 4th Latin American
Congress on Desalination and Water Reuse, held in Santiago de Chile in October, as
well as in the 28th Edition of ANEAS, held in November in Merida (Mexico).

;
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Vigo Wastewater Treatment Plant (Spain).

Last of all, besides direct awards, the company also considers the option of
growing internationally through purchases. In this respect, at year-end a non-
binding offer to buy the company GS INIMA was made. This company is present
in Spain, Mexico, USA, Brazil and Algeria; all of these countries are located in
FCC Aqualia’s international development zone.

SUSTAINABLE MANAGEMENT INITIATIVES

Energy efficiency has been one of the salient themes in the sectorin 2014, because
the UN dedicated the World Water Day to the water-energy binomial.

By calculating its carbon footprint in 2013 in Lerida, FCC Aqualia became the first
Spanish company to calculate and certify through AENOR its carbon footprint in
a water service. In 2014 the company went one step further in terms of research
on how economic development has a bearing on water resources. Thus, in April,
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FCC Aqualia and the Botin Foundation signed an agreement to study the water
footprint in Cantabria.

This study will show the impact of water consumption included in the goods
and services produced and exchanged by Cantabria, a region in which the
company has a dominant presence thanks to its activity as integrated water
cycle manager.

This study is a pioneering initiative, being the first calculation of the water
footprint in Spain, thanks to the collaboration between entities such as the
Botin Foundation’s Water Observatory and FCC Aqualia.

Regarding energy efficiency, during the year 2014 the certifications in this field
were extended to new facilities such as the water treatment plant in Aranda de
Duero (Burgos) and the Santi Cazorla Sports Centre in Llanera (Asturias). Also,
as a supplement to the calculation of the carbon footprint, the service in Lerida
was certified in this field, being the first such service to reach this distinction.

Also, in terms of energy efficiency, during the year state-of-the-art systems
have been implemented for the optimisation of energy consumption in WWTPs
(Waste Water Treatment Plants). Thus a novel system was installed in the
plants in Medina del Campo (Valladolid) and Reinosa (Cantabria), developed
by the University of the Basque Country in collaboration with FCC Aqualia, for
the automatic control of airing, and in the Lerida WWTP, a smart management
system was installed for the entire water treatment process. Depending on the
results, the suitability of implementing the system in the rest of the WWTPs
managed by FCC Aqualia will be considered.

FCC Aqualia issued the eighth edition of its CSR report in 2014. This document
makes the company one of the first organisations to win the Materiality Matters
seal, because the report was prepared and verified according to the G4 guidelines of
the Global Reporting Initiative (GRI). The report, which is issued in Spanish, English
and Portuguese, is articulated around five subjects: company, clients, employees,
environment and society.

Furthermore, the Company held the twelfth edition of the International Children’s
Contest, open to students of 3rd and 4th grade of elementary education in the towns
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where it provides services in Spain and Portugal. With the motto “Water needs heroes
like you,” the contest sought to foster a reflection on the importance of using water
responsibly and efficiently.

On this occasion the contest incorporated the novelty of using the Internet to develop
the contest, benefiting from the advantages of new technologies and optimising the
resources used for this action. The contest had over 30,000 hits and one million pages
viewed on its microsite. The contents, available in Spanish, Portuguese, Catalan and
Galician, was disseminated over 3,000 times on social media generating over 300,000
positive impacts, given the educational and entertaining nature of the event.

Guillarei Wastewater Treatment Plant in Tui (Spain).

INNOVATION AT FCC AQUALIA

Innovation was developed at FCC Aqualia during the year 2014 in the areas of
Sustainability, Quality and Smart Management included in the strategic planning.
This year saw the completion of five projects named Cenit VIDA, ITACA, 1ISIS, SMARTIC

and ALEGRIA, with the following results:
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1. Around the middle of the year the Cenit VIDA (Integrated Valuation of Algae) 4. The SMARTIC (Water Monitoring System with Real-Time Smart Technology)

project ended. The consortium developing it, made up by 13 companies and 25
research bodies, was co-financed by the CDTI (Centre for Technological and
Industrial Development) via the “National Strategic Consortia for Technical
Research” programme. The project tasks have made it possible to shift the
paradigm in water purifying and facilitated the development of five All-Gas
related bioenergy projects.

. The ITACA project, included in the Sustainability area, has delved deeper
seeking new approaches for the use of waste water as a resource, in
the search for energy consumption and emissions reductions and in the
exploration of alternative technologies. ITACA was developed as part of the
INNPRONTA programme, financed by CDTI and also co-financed by FEDER
Funds.

FCC Aqualia’s involvement focused on the research of new water purifying
technologies which will allow the transformation, in the future, of water
treatment processes into self-sustainable systems in energy terms, taking
advantage of by-products and improving the quality of purified water so that
it may be reused.

. 1ISIS (Integrated Research on Sustainable Islands] is one of the leading initiatives
of the Company’s Smart Management area. The project, led by FCC S.A,,
featured the active involvement of FCC Aqualia, at the head of the ‘Water and
the Environment’ and ‘Integration’ tasks. Also, besides the contribution of 22
universities and research centres as well as four companies, FCC Construccion
and Cementos Portland Valderrivas are present, making this research an
example of synergies and collaboration within FCC Group.

The work carried out under II1SIS and the progress achieved have helped to
secure a new European project in 2014: the FP7 Urban Water.

The main results of the project are energy savings, savings in sludge
production, improvements in operation, leak detection and several software
developments. Direct investment of the project in infrastructures managed
by FCC Aqualia totalled 700,000 euros.
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project has worked on controlling water quality at the source and when it leaves
the DWTP, designing and building several automation systems capable of
performing tests that currently have to be done at <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>