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New times

2016 was a year of intense work, a true turning point for our strengthen teamwork, to promote effective communication

Group as shown by the main data and milestones that mark and improved collaboration between the divisions and the
this year, the details of which are provided in the pages of this different companies. We will achieve this by working towards
annual report. common goals, based on mutual commitment and with the

. N enthusiasm and the passion we share for a job well done.
These milestones have allowed us to return to stability and

equip us with the necessary strength to continue with the FCC’s management team is committed to ensuring the
growth that we have proposed, strengthening our capacity Group’s sustainability by creating an exciting future for all of us
and operational flexibility, characteristics that, along with our who are building it day by day.

team spirit, truly make a difference in the competitive market in Consequently, FCC is now much stronger than ever, and
which we operate. we have an outstanding position from which to address

the challenges brought to us by these new times, with the
confidence of having known how to evolve as a Group,

having been able to reinvent ourselves by adapting to the new
management models required by society and the market.

The collaboration between the Group’s different business
divisions has become an essential goal for the company’s
present and future. Working as one single company to achieve
synergies, to become more efficient and reduce expenses has
entailed, among many other things, a change in culture, which Shareholders, we live in new times, times in which we must

we have addressed with the courage and determination that address significant new challenges that we undertake with
has always part of our identity. the certainty of having an extraordinary team, the proven

confidence of our clients and all your support.
We continue to live in times marked by significant challenges

and great opportunities; and, as our CEO Carlos Jarque
highlights, we have an effective strategy to deal with them,
and renewed enthusiasm to tackle the future successtully,
recovering profitability, strengthening confidence in the Group
and maintaining its leadership wherever it does business.
Added to this is, the particular importance of caring for and
responding to those that make it possible, beginning with Esther Alcocer Koplowitz
our clients and employees. To this end, we must continue to Chairperson of FCC Group

I would like to thank you all for being part of this exciting
challenge.
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The change of cycle

Ladies and Gentlemen Shareholders, the process of
transformation that we began in order to restore the
company’s stability and profitability continued throughout
2016. It has been a year of realignment and intense work
which contributed to improve the financial results and our
competitive capabilities.

Financial dimension

In 2016, the FCC Group achieved an EBITDA of 833.7 million
euros at year-end, which means an increase of over 2.3%
compared to the previous year.

One of the most important milestones was the capital
increase amounting to 709 million euros, which resulted

in new partnerships that were sucessfully implemented. This
is the second capital increase that has involved the entry of
Carso Group as majority shareholder. This new injection of
funds has enabled us to restore stability and resilience so that
the Group’s growth would continue.

After the capital increase, in July, FCC contributed 289.5
million euros as part of the restructuring of Cementos
Portland Valderrivas S.A. (CPV).

A new, five-year maturity was established, which includes

a substantial reduction in financing costs. This means that
the funding structure of the division has been adapted to the
cashflow generation process.

In addition, 30 December 2016 marked the beginning of the
acceptance period of the public tender offer for 100% of
the share capital of Cementos Portland Valderrivas S.A. (CPV)
to delist it from the Madrid and Bilbao stock exchanges in

February 2017, achieving 88% of total shares that could be
purchased.

Another outstanding achievement in 2016 was the reduction
of the Group’s debt by 1,883 million euros, a 34%
reduction, placing FCC Group’s net financial debt to EBITDA
ratio at 4.3, which improves the Group’s financial leverage by
more than two points over 2015 and achieving a reduction in
financing costs.

The convertible bond was eliminated along with one
tranch of the debt (with a 15% write-down). Last September,
there was an early repayment of a great part of FCC'’s
convertible bond which meant the year-end amortisation of
417,7 million euros of the issue, almost 93% of the total. This
cancellation has allowed for a substantial reduction in annual
financing costs of 6.5%. In addition, negotiations were held
with the various financing institutions to lower the interest rates
of our financing, as well as to extend their maturities, mainly in
the Water and Environment business divisions.

The Group has made an effort to improve the generation of
cashflow. Payments for investments amounted to a total of
448 million euros over the year, similar to those of the previous
year, although one thing that differentiated them was the 87
million euros related to FCC'’s subscription in 2016 of the two
capital increases carried out by Realia.

With these operations in 2016, FCC Group has achieved a
major breakthrough in its process to achieve the consolidation
and optimisation of its capital structure, which provides a
sound platform for financing and strengthens capacity and
operational flexibility.

Carlos M. Jarque
CEO and Top Executive of FCC Group
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In addition, the restructuring of the remaining FCC debt has
been finalised, longer maturities have been negotiated along
with lower interest rates.

On the income side, a significant number of contracts were
renewed, debts collected and new important projects were
awarded.

Operational aspects: working as a single
company

Enhancing cooperation between FCC Group’s different
business areas is an essential goal for the company’s present
and future. We have concentrated on working as a single
company, with the aim of creating synergies, becoming more
efficient, streamlining structures and reducing expenses. This
has entailed a change in culture.

The lines of action include:

Synergies. Interbusiness work has progressed considerably
and is a fundamental pillar in the Group’s new organisation. In
the industrial area a workforce adjustment plan of more than
450 people was avoided by working with synergies with the
Water, Environment and Construction divisions.

In 2016, operating expenses recorded a reduction of

-9% compared with the previous year. The decrease was
-467 million euros during 2016. This result is explained

mainly by: less work carried out be subcontractors, on a
consolidated level, -12% and by the reduction in personnel
costs in the constuction business -15% (in 2016, 649 people
were removed from construction; 472 due to collective
redundancies, and its full impact on the payroll will be reflected
mostly from 2017 onwards).

Smart services Exemplary

commitment

Corporate Social
Responsibility
at FCC

Connecting
citizens

The restructuring of the Marketing and Corporate
Communications area was also significant. Its new structure
brought a saving of over -25% and FCC Aqualia’s new
structures contributed a saving of -8.4% to the Group.

The administrative expenses recorded a reduction of
-13% in 2016 compared with 2015 and was the second
consecutive year to record a decline. Thus, for 2016,
expenses were 287 million euros, which compares favourably
to the 357 million euros in 2014 and the 328 million euros
recorded in 2015. The reduction in local and expatriate
personnel, the non-replacement of jobs, the rationalisation

of trips, as well as renegotiated purchases explain this result.
Constant surveillance and control of expenses in areas

such as personnel in international areas, leases, information
technologies, purchases and travel will continue to be reflected
in savings in administrative costs.

Centralised procurement has also had a positive impact for
FCC where we obtain better purchasing conditions due to
volume. For example, the saving in electricity consumption
totals -22% and almost -45% in work uniforms.

Other productivity measures were the optimisation of space,
the use of time on the job, FCC Aqualia’s electronic invoices,
the reduction of the average collection period and the
application for services via mobile devices.

These actions achieved positive results for the company: the
proportion of administrative costs to income month to month
in 2016 had a clear downwards trend; productivity measured
by EBITDA generated per employee grew in 2016; recurrent
net profit showed a positive trend and FCC generated profits
from April. (See graphs at the end of this letter).
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Spending constraints must remain an essential management
pillar at FCC Group in order to fully restructure the company
through initiatives aligned with budget adjustments and
reductions.

The attributable profit or loss in 2016 recorded a net loss
of -162 million euros. However, adjusted for the 300 million
euros allocated to Cementos Portland’s goodwill, as well as
for the saving arising from the Workforce Adjustment Plan

3, amounting to 15 million euros, (obtained by comparing
the actual expenditure of 40 million euros against the one
provisioned for 55 million euros), the accumulated net profit
of majority shareholders at year-end 2016 was +149.8 million
euros, which compares favourably to the loss of -46 million
euros recorded in 2015 and to the -724 million euros in 2014.
As previously stated, analysing by month, recurrent net
profit was positive from April 2016 onwards.

We can confirm, despite the challenges ahead, that we have
progressed in the financial restructuring and that we have
greater operational efficiency and, most importantly, that

we have made further progress in 2017 in reorganising the
financial structure and operational aspects.

Flagship projects

FCC Group would not be what it is today if its businesses did
not continue moving forward in their activities. In 2016, FCC
won and renewed flagship contracts which, although they are
mentioned in the annual report, | would like to highlight them,
because they have been of vital importance for the Group,
strengthening our backlog for the future. Worthy of note is

the renewal of 99% of contracts in the water division, waste
contracts and the awarding of new projects in the construction
division.
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In Spain, FCC Environment won 129 contracts for urban
services, which is a volume of over one billion euros of
contracts. These contracts were added to the backlog in
Spain, whose greatest increase took place in September last
year, when the Madrid City Council awarded FCC one of the
three packages tendered for the collection of municipal waste
for the western area of the capital, which includes most of
Madrid’s city centre.

In addition, FCC Environment has increased its international
portfolio, with a total global contracting volume of 2,000
million euros. In Scotland, it began the development work for
the Energy from Waste plant for Edinburgh and Midlothian,
which has an associated backlog of 511 million euros. In the
United States, towards the end of last year the company was
awarded the contract for the collection of municipal solid
waste in Polk County, in the state of Florida, for a period of
10 years, amounting to approximately 102 million dollars, as
well as the tender for the processing and marketing of all the
recyclable material from the city of University Park (Texas), for
a period of five years, which can be extended for another five
years.

FCC Aqualia has signed new international contracts worth
318 million euros, including the construction and management
of two treatment plants in Colombia which total 148 million
euros and will serve more than three million citizens, and

a desalination plant in El-Alamein (Egypt) for 114.6 million
euros. In addition, contracts have been obtained for networks
in Riyadh (Saudi Arabia) for 23 million euros. With all these
contracts the backlog for this area remains at a historic high,
with almost 15 billion euros at year-end.

Corporate Social Smart services
Responsibility

at FCC

Connecting
citizens

Exemplary
commitment

FCC Construction exceeds 500 million euros of contracts

in its industrial activity. The contracts awarded, such as the
pipeline in Samalayuca-Sasabe, Mexico, the renovation of
the fuelling facilities at Dublin Airport (Ireland) or the electro-
mechanical facilities of Lines 5 and 6 of the Riyadh Metro
(Saudi Arabia), have led to a significant growth of the backlog
over the year of +14.4% compared to the previous year.

Also worthy of note is Mexico City’s new airport, with works
totalling 3.9 billion euros, awarded to FCC and CICSA in early
2017.

Year of stability

I would also like to highlight some aspects of our income
statement by sector in 2016.

As mentioned, FCC Group’s gross operating profit (EBITDA)
amounted to 8383.7 million euros in 2016, representing an
increase of 2.3% over the previous year, due to the reduction
in overheads and the administration structure across the
Group. The operating margin rose to 14.0% compared to
12.6% in 2015, thanks to the successful creation of synergies
and measures to increase productivity.

This result was obtained despite the -7% decrease in the
company’s operating income (just over 80% of this decrease
corresponds to Construction), which was 5.675 million euros
for the twelve months of the year; during 2016, Construction
recorded a -17% drop in revenue, mainly due to the slowdown
in the local sector throughout the year and by the contraction
in investment in public works in Spain.
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At year-end, the Environmental Services and Integrated Water
Management divisions produced 80.4% of the Group’s gross
operating profit, whereas 19.6% comes from cyclical activities
related to the demand for construction, infrastructure and
building.

As of 31st December, investment amounted to 448.6 million
euros, compared to 431.9 million euros the previous year, an
increase of 3.9 per cent.

Orderbook at year-end rose to 30,589.9 million euros,
with 85.4% of the total concentrated in water and waste
management, which ensures a high degree of visibility and
resilience for FCC Group's prospects as a whole.

Corporate Governance

Another significant milestone in 2016 was the appointment

of three new Board Members: Alfonso Salem Slim, Antonio
Goémez Garcfa, and Miguel Angel Martinez Parra. The new
members join Carlos Slim, Alejandro Aboumrad, Juan
Rodriguez Torres and Gerardo Kuri Kaufmann, representing
Carlos Slim‘s holding. They join the other members Esther
Koplowitz, Esther Alcocer, Alicia Alcocer, Carmen Alcocer, and
the independent members Alvaro VVazquez de Lapuerta, Henri
Proglio and Manuel Gil Madrigal.

The current CSR policy was approved in June 2016. It defines
the commitments acquired by all the businesses in relation to
the framework of integrity and business ethics, respect for the
environment and the creation of shared value for society at
large.

In addition, the profile of the management team has been
strengthened within the framework of austerity and downsizing
structures.
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Strategy

The strategic plan is committed to creating synergies

among the different businesses that make up FCC Group by
developing and using the most modern and useful technology,
with innovative solutions that respond to a constantly changing
context that is increasingly globalised and competitive.

FCC’s strategy is based on the following fundamental pillars:
¢ Values that define our performance:

— Over 115 years experience.

— Connected with citizens.

— Professionalism and quality: Committed to talent and
diversity.

— Employees’ health and safety.

— Financial strength and operational efficiency: Do things
well.

— Committed to CSR.

e Strategic guidelines to achieve objectives:
— Act as an unique company.
— Ongoing projects to be properly finished.

— Profitable business, adjusted to risk control and positive
cash flows.

— Flagship projects.
— Innovation and application of cutting-edge technology.

— Leveraging the new era of good technological fortune
(digital world): digital culture, digitalisation of processes
and sensors, as well as M2M.

— Targeting known markets.
— Strategic alliances and synergies in FCC Américas.

— Smart internationalisation.

Corporate Social Smart services
Responsibility

at FCC

Connecting
citizens

Exemplary
commitment

The road map is specific for each of the businesses without
dispension:

FCC Environment: In the Environment division, work will be
done to consolidate our business in Spain and the United
Kingdom, and development in Central Europe, Eastern
European Countries and the United States.

FCC Aqualia: In the water division, will work on the extension
or renewal of long-term contracts in Spain. In the international
market, there are interesting urban cycle concessions, with us
focusing on target markets such as the European, Middle East
and Latin American ones.

FCC Construction: The strategy for construction will be to
focus on large infrastructure with a selection of projects in
which FCC Construction’s “know-how” will provide added
value. This is the case of rail and road transport, infrastructure
related to processing and desalination (in synergy with FCC
Aqualia), incinerators (in synergy with FCC Environment), in
large unique buildings (airport- and hospital-related) as well as
bridges and tunnels.

In the Americas, a new subsidiary company called “FCC
Americas” was created, which is already implementing projects
throughout the continent. FCC Group’s internal synergies

will be supported to enhance the company’s value, ranging
from investments in concession projects, to the design,
construction, operation and maintenance of the projects as
required. We will be focusing on projects that generate cash
flow.

FCC Industrial: Will focus on work in the fields of industrial
construction, oil and gas, electro-mechanical installations,
construction and maintenance of distribution networks, civil
and electrical infrastructure maintenance, the implementation
of systems for traffic, and will continue expanding
internationally.
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Cement: We will work to recover the demand for cement in
Spain with a greater focus on exports.

Conclusion

For FCC, 2016 was a turning point. Thanks to the outstanding
efforts of the Board and the hard work carried out by all of us
who make up FCC, the Group is starting to see positive effects
in a change of cycle.

FCC'’s financial and operational transformation is fully
underway and the company’s goals are being met. We have
challenges and great opportunities ahead and we have
prepared an effective strategy to deal with them.

I am convinced that we will continue to move forward by
working as a large Group. We have renewed enthusiasm to
face the future successfully and profitably, restoring confidence
in FCC and keeping our Group as leader in the fields where it
does business.

I would like to express my gratitude to shareholders for their
confidence and support.

Carlos M. Jarque
CEO of FCC Group
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Administrative expense as a % of revenues 2016 Productivity = EBITDA per employee. Thousands of euros Net Recurent Profit 2016

® ® @

156.3
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Diversified business model

i

The enviro

Constructiol +Cement

E.

Waste collection () Comprehensive management of [) Civil engineering works () Cement
Street cleaning public services () Building () Trading
Urban waste treatment and () Operation, maintenance and ) Industrial ) Other businesses (concrete,

recycling
Conservation of green areas

Maintenance of sewage networks

Industrial waste treatment and
recycling
Recovery of contaminated soils

technical assistance services

() Design, construction and financing

of water infrastructure

[ ) Concessions
() Infrastructure maintenance
() Prefabricated elements

aggregate, mortar and waste
management in the US.)
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Capital structure of the company

Shareholder structure® Composition of the Board

® ) 15 members

20% 61.1% : :
: 8 representing the Slim Group
E. Koplowitz Slim Group
—0 4 representing E. Koplowitz
o 3 independent directors
18.9%
Free Float

©® ) Audit and Remuneration
——— Other relevant shareholders: Boal‘d Committees

William H. Gates: 5.7%"

@ Chaired by Independent Directors

() According to the latest communication to the CNMV

——@® Amajority of Independent Directors



02

Letter from FCC Group. FCC Group Performance Corporate Social Connecting Smart services Exemplary Triple About this Financial Corporate
the Chairperson Business model strategy in 2016 Responsibility citizens commitment bottom line report Statements Governance
Letter from the CEO atFee

X"a 4 D

12 - FCC_Annual Report_2016 - FCC Group. Business model - Corporate governance - Page 1 of 6

Corporate governance

FCC’s corporate governance model acts as guarantor of
the responsible and effective management of the company,
integrating and improving behaviour, aligned with the values of

Compliance with the recommendations of the CNMV’s Code of Good Governance

FCC set out in its Code of Ethics. Another pillar of the model FCC Group complies with many of the voluntary
is the transparency in relation to its shareholders, customers, recommendations provided by the Spanish National
employees and other FCC stakeholders. Securities and Exchange Commission (CNMV) in

the Code of Good Governance of Listed Companies
(approved in February 2015) and which constitute a line
of improvement for the management and administration
of Spanish companies.

The responsibilities of the Governing Body of the company are
expressly laid down in FCC’s Corporate By-laws and in the
Rules of the Board of Directors. Best practices and market
recommendations in this area are followed. Among their main
functions are FCC'’s strategic guidance, the identification of
risks of any nature that may affect the business, the monitoring
of the proper operation, and decision-making which ensures
that the interests of the company are protected over the long

Compliance Partial compliance *

term. 7% 13%
As set out in the Annual Corporate Governance Report, 0% 10% 20% 30% 40% 50% 60% 70% 80% 00% 100%
formulated by the Board of Directors and communicated to

the Spanish National Securities and Exchange Commission * Explain: According to the nomenclature established by the Spanish National Securities and Exchange Commission (CNMV)

(CNMV), the Corporate Governance Guidelines of FCC
Group are aligned with the principles and recommendations

stemming from the CNMV's Code of Good Governance FCC complies with recommendations 53, 54 and 55 financial risks (R53), with the full Board approving
of Listed Companies, with the International Corporate on Corporate Social Responsibility established by a CSR policy (R54) and publishing an annual
Governance Network (ICGN) and other prescriber the CNMV in the Code of Good Governance having report on its behaviour and commitments to social
organizations in the field of Corporate Governance. assigned to the Executive Committee of the Board responsibility (R55).

of Directors the monitoring of the company’s non-
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'l-.h.e CompOSitiOIl Of the Executive Audit and Aplé)ointments and
; ; emuneration
B Oa].‘d Of Dire CtOIS and B fo) ard committee Control Committee Co:1mittee

h 4

Esther Alcocer Koplowitz fe) o
Chairperson (Proprietary) (Dominum Desga, S.A.)

Committees

In 2016, the Board of Directors was restructured from 11 to
15 members. Four new members were appointed at the
proposal of the controlling shareholder, under the provisions

Esther Koplowitz Romero de Juseu
Deputy Chairperson (Proprietary) (Samede Inversiones 2010, S.L.U.)

Carlos M IJ Urib

of the shareholders’ agreement of 25 February of the same CEBO_SEXZQEEW arque Uribe P

year an.d ;ubsequent tp th.e. report of ’Fhe Appointments Carlos Slim Held

Commission on the suitability of the directors. Proprietary (Inmobiliaria AEG, S.A. de CV)

The appointments of Mr Carlos M. Jarque Uribe (as CEO of Alicia Alcocer Koplowitz . o

FCC Group), Mr Antonio Gémez Garcia, Mr Alfonso Salem Proprietary (EAC Inversiones Corporativas, S.L.)

Slim and Mr Miguel Angel Martinez Parra, were ratified by the Carmen Alcocer Koplowitz 5

General Meeting held in June 2016 Proprietary (Dominum Direccion y Gestion, S.A.)

. ) Gerardo Kuri Kaufmann o

The total number of independent directors represents 20% Executive

of the Board, a percentage which sufficiently oversees the Alejandro Aboumrad Gonzalez

Group’s free float interest, which after the last capital increase Proprietary o

is 13% of the shareholder structure. Miguel Angel Martinez Parra
Executive
Alfonso Salem Slim
Proprietary
Juan Rodriguez Torres o
Proprietary
Antonio Gémez Garcia
Proprietary
Manuel Gil Madrigal fo)
Independent
Henri Proglio p
Independent

Alvaro Vazquez Lapuerta
Independent P

P: Chairman of the Committee

e Francisco Vicent Chulia, Secretary (Non Director)
e Felipe Bernabé Garcia Pérez, Vice-Secretary (Non Director)
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The General Meeting of
Shareholders of FCC Group is
governed by the provisions of the
law, the company’s by-laws and the
Regulations of the General Meeting.
FCC ensures equal treatment to all
shareholders who are in the same
position, in terms of information,
participation and the exercise of

voting rights at the General Meeting.

There is no limit to exercising the
right to attend and vote. One share,
one vote.

This is the body responsible for the
management, administration and
representation of FCC Group. It
focuses its core activity on the
supervision and control of the
everyday management of the
company, entrusted to executive
directors and senior management, as
well as the consideration of other
issues of particular importance to
FCC Group.

This is the permanent delegation
body appointed by the Board of
Directors which, in turn, determines
the powers and duties that have
been assigned to it as well as to the
directors in said committee. It is
responsible for making decisions
regarding investments and
divestments of FCC Group, access
to credit, loans, guarantees, sureties
and other instruments of a financial
nature.

This supports the Board in its task of
regularly monitoring the process of
preparing the financial-economic
information, internal control processes
and the independence of the external
auditor. It comprises a majority of
independent directors. As a whole the
members of the Committee must have
the relevant technical knowledge
regarding the sectors in which FCC
Group operates. In addition, an
essential requirement is that among its
members, at least one of them must
have the knowledge and the
necessary experience in accounting
and/or auditing.

Letter from FCC Group. FCC Group Performance Corporate Social Connecting Smart services Exemplary Triple About this Financial Corporate
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The General Meeting The Board The Executive The Audit and Control The Appointments and
of Shareholders of Directors Committee Committee Remuneration Committee

This committee is assigned the
following powers concerning:
information, consultancy and
proposals related to the
appointment, reappointment,
ratification and removal of directors,
remuneration of directors and senior
management of FCC Group, as well
as the control of potential conflicts of
interest and related party
transactions, without prejudice to
other functions, whatever they may
be, attributed by law, the Corporate
By-laws or the Rules of the Board of
Directors.
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According to the provisions of FCC Group’s Corporate By-
Laws, the governance and administration of the company is
the responsibility of the General Meeting of Shareholders and
the Board of Directors, appointed by the General Meeting, to

The Directors of FCC Group are classified as Committee. This proposal comes from an
represent the company in the performance of the duties and executive, proprietary and independent directors independent third party responsible for the selection
powers attributable to each of them. and they are appointed by the General Meeting of of directors of listed companies, that meets the
The Board of Directors has in turn three support committees Shareholders. In the case of independent directors, needs of FCC Group’s profile and the requirements
of a permanent and internal nature, which are the Executive they are elected by the General Meeting based on the of professionalism and independence required by law
Committee, the Audit and Control Committee, and the implementation of rigorous professional criteria and and Good Governance practices.
Appointments and Remuneration Committee. total independence, and they have to be proposed

for election by the Appointments and Remuneration
The distribution of powers and duties among the Board of

Directors and its committees is of a suitable nature to achieve
the corporate purpose, favouring efficient organisation and
operations by the Board.

Corporate governance structure

Chief Executive Officer

Carlos Manuel Jarque Uribe

( Corporate Services }— 4{ Business )

General Administration

General Internal Audit General Manager Chairman General Manager CEO Cementos Portland

General Secretal
b and Risk Management of FCC Construction of FCC Environment of FCC Aqualia Valderrivas Group

and Finance Manager

Felipe Bernabé Garcia Pérez  Miguel Angel Martinez Parra Marcos Bada Gutiérrez Pablo Colio Abril Agustin Garcia Gila Félix Parra Mediavilla Pedro Carranza Andresen
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Diversity on the Board Operation and effectiveness of the Board

of Directors and Board Committees in their performance

The members of FCC Group’s Board of Directors as a whole The Board of Directors, exercising its responsibility in the the necessary frequency to properly perform its functions
represent a wide diversity of gender and nationalities, with monitoring and control of risks, strategy and responsible whenever required by the interests of the company (Article
27% of the Board being women (60% of foreign nationality). management in the company, met fourteen times during 34.1 of the Rules of the Board of Directors and Article 31.1 of
Among the nationalities represented are Mexican (53%), 2016, and has therefore complied with its duty to meet with the Corporate By-Laws).

Spanish (40%) and French (7%). Notably, the percentage of
women and foreign directors is above the average percentage
of all Spanish listed companies (10% of women on average
and 15% of foreign directors, according to the Spencer Stuart Board of Directors
Boards Index Report 2016, 20th edition, which analyses 100
listed Spanish companies).

The Appointments and Remuneration Committee is
responsible for ensuring diversity on the Board of Directors.
Among its duties, as laid down in the Rules of the Board, is

cew - 270/0 women on the Board

1 4 meetings in 2016

15

i ias i i Executive miembros
the avolldance of bias in ‘Fhe assessment of cand|date§ as well . 89.10/0 attendance at meetings
as making sure that a suitable number of women are included Independent
among the applicants for vacancies. '
. Proprietary

The training and professional performance of the directors
also demonstrates the diversity of their backgrounds. Thus the
profiles linked to the field of economics, law and engineering Executive Committee Audit Committee
are highlighted, with extensive international career paths in
different types of companies, mainly in the field of construction
and cement, but also related to finance, services and
telecommunications.

Appointments and
Remuneration Committee

4

members

9 meetings 8 meetings 9 meetings
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In addition, the directors are provided with the necessary
information so that they can form their opinion and cast their
vote in relation to the matters submitted for consideration,
as established in article 34.3 of the Rules of the Board of
Directors. In turn, the Board of Directors has gathered from
senior management of the company, the information that it
has considered suitable for the better and more adequate
performance of its functions. The company agreements
have been adopted in all cases by the unanimous vote of the
directors participating in the voting process.

Similarly, the Board committees have held a lot of meetings
to ensure the monitoring and ongoing supervision of the
management and administration of FCC Group.

It should be noted that the exchange and flow of information
between the various committees and the Board of Directors
is constant and is optimal for the best performance of the
activities and functions assigned to each one of them.

Also, the information channels established between the
Board and the senior management of the company and

its committees, as well as the progress of their sessions,
allow the Board of Directors to carry out its general function
of supervising the management and administration of the
company and its Group efficiently.

Remuneration in 2016:

The Board: 2,756
Senior Management: 3,507

(thousands of euros)

Self-assessment of the Board
of Directors

On 3 February 2017 the Board of Directors of FCC issued
the report which evaluated the quality and efficiency of its
operation and that of its Committees during the year 2016.
This self-assessment corresponds to the duty imposed by
Article 34.9 of the Rules of the Board of Directors, through
which, recommendation 36 of the Code of Good Governance
of Listed Companies and Article 529 of the Spanish Capital
company Act are incorporated.

For the 2016 report, the self-assessment process was
conducted assessing the various aspects that affect
performance, efficiency and quality in the proceedings

and decision-making of the Board of Directors, and the
contribution of its members to undertaking the functions and
achieving the goals assigned to the Board.

Respect and compliance have also been taken into account
by the Board of Directors and its members, of the by-law
provisions, the Rules of the Board of Directors and, in
general, the rules of Good Corporate Governance of Listed
Companies.

Positive evaluations and conclusions were obtained from

the assessment process on the quality and efficiency of the
operation of the Board of Directors, both with regard to its
composition and internal organisation and the exercise of the
powers assigned to it.

Lastly, the members of the Board possess the necessary
neccesary repute, solvency, technical competence and
experience referred to in Article 16.1 of the Rules of the Board,
for the exercise of their functions and the fulfilment of their
purposes. The composition of the Board is suitable for the
performance of its activities and the quality and efficiency of
its functions, given the entity and current size of the company
and the activities it carries out.

Incentives aligned with
the achievement of FCC
objectives: remuneration
policy

FCC’s remuneration system is directly related to the results
of the company, given that the remuneration of the directors
mainly consists of a share of the net profit of the company,
thus when there are no profits the members of the Board of
Directors of FCC only receive the allowances arising from
the effective attendance at the Board and its Committees
meetings.

In accordance with the provisions of Article 28.2 of the Rules
of the Board of Directors, among the criteria that must be met
with respect to the remuneration policy of the company, is that
the remuneration must be kept in reasonable proportion to the
importance of the company, its economic situation at any given
time and the market standards of comparable companies, and
the system of remuneration established must aim to promote
the profitability and long-term sustainability of the company
and incorporate the necessary safeguards to prevent excessive
risk-taking and the rewarding of unfavourable results.
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FCC Group's vision, mission and values

Current context

To affirm the vision of FCC is to clarify our future and give meaning
to our activities. In this way, we all share the same culture and
adhere to the same project: an unique FCC.

L] o L] L]
Vision Mission
What we want to be What we do
To be the International Group of reference on Citizen Services Design, implement and manage, in an efficient and sustainable
that offers the best global and innovative solutions for efficient way, environmental services, integrated water management and
resource management and infrastructure construction, the construction of major infrastructure works, to improve the
contributing to improving citizens' quality of life and the lives of citizens.

sustainable progress of society.

Values

(BN
4 AAhdn b 4 8_8) . { |2

&) () @)

Over 115 years Connected Professionalism and Employees’ health Financial strength and Committed to CSR
experience with citizens quality: Committed to and safety operational efficiency:
talent and diversity Doing things well
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FCC Group's contribution
to value

FCC Group’s business model is based on the specialization
of three synergistic business areas in the field of design,

infrastructure execution and the provision of services to cities.

This value creation proposition is based on the company’s
values and on the development of strategic lines of business.

Smart
internationalisation

O

Committed
to CSR

Strategic alliances
and synergies wiht
FCC Américas

(8)

Financial strength

and operational
efficiency:
Doing things well

Targeting known
markets

Leveraging the new era of good
technological fortune (digital world):
digital culture, digitalisation of processes
and sensors, as well as M2M

(6

Exemplary Triple
commitment bottom line
Act as one

single company

Over 115 years
experience

Employees’ health
and safety

©

About this
report

Corporate
Governance

4D

Financial
Statements

X @

Ongoing projects
to be properly finished

Connected with

citizens

Profitable business,
adjusted to risk control
and positive cash flows

©

Professionalism

and quality:

Committed

to talent and
diversity

Flagship projects

Innovation and application of
state-of-the-art technology.

‘ Strategic guidelines

. Values



03

FCC Group
strategy

Performance
in 2016

Letter from
the Chairperson

FCC Group.
Business model

Letter from the CEO

Corporate Social Smart services
Responsibility

at FCC

Connecting
citizens

Exemplary
commitment

21 - FCC_Annual Report_2016 - FCC Group strategy - FCC Opportunities for a global future - Page 1 of 2

FCC Opportunities for a global future

Scenarios marked by global
trends

Some of the main global challenges that will affect the socio-
economic panorama of cities, governments and companies,
are:

Population pressure and concentration of the
population in large cities and urban centres

By 2030, the world’s population will exceed 8.5 billion people,
which will be concentrated mainly in urban centres (over 60%).
The increase and global consolidation of the middle classes
will drive this change, especially in emerging economies, which
will experience increasing urbanisation over the next decade.

As a consequence, the conception and planning of cities will
gradually change over the next few years to adapt to this new
scenario in which information technologies, mobility, land use
planning and the sustainable development of the environment
will be the pillars on which urban growth should be articulated.

Climate change on the global agenda

It is well known that cities and their buildings generate more
than 30% of global greenhouse gas emissions, as well as
those related to the mobility of people, which exceed 20%

of global emissions. The responsibility for the total emission
reduction makes it necessary for governments, companies
and citizens to act. The Paris Climate Conference, which took
place in December 2015, laid the foundations for a historic
agreement to contain global warming, signed and ratified by
more than 100 States since its entry into force in 2016.

The current energy model has been the main driver of climate
change. At present, the generation of different energy agents
is evolving and favours the development of clean energy from
renewable sources. Energy regulation will require action on the
part of the various players in the market to ensure the fulfiment
of objectives.

Water scarcity

The scarcity of water resources today affects more than

40% of the population. By 2050, at least one in four people

is likely to live in a country affected by chronic and repeated
shortages of freshwater. The shortcomings related to the
provision also pose a problem for economic development and
social progress. At present, more than 748 million people have
no access to drinking water sources and 2.5 billion have no
access to sanitation. In Latin America alone, 82 million people
live without water and 114 million do not have access to
sewage systems.

The measures to achieve universal access to drinking water
and sanitation systems are part of the Agenda 2030 and
require the involvement not only of the States, but also all the
social actors involved in the management, including the private
sector.

The disruption of new technologies

The digital transformation marks the growth patterns of

the sectors in which the company is present, much more
dynamic and linked to the development of information and
communication technologies, in response to the demands of
consumers that are much more empowered.
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The existence of disruptive technologies could have a potential
economic impact between 13,000 and 30,000 million

euros per year in 2025. The transformation of technology
includes new ways of working, according to the location of
the population, continued education and new products and
services that ultimately seek a healthier environment.

Some of these technologies are related to energy storage
systems, which will transform transport, mobility and the
provision of services, having a great impact on the organisation
of cities of the future.

Economic globalisation and outsourcing of
added value

In developed economies, the economic structure has shifted
to a model based primarily on the services sector to the
detriment of industrial manufacturing, mainly due to the
increase in family income that has allowed more services to be
used. This phenomenon has intensified in recent decades as a
result of globalisation.

The concentration on economic activities of the third sector
already represents 75.7% in an economy like that of the United
States, or close to 70% in European countries, like Germany.
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Opportunities for citizen
services

The macro-trends mentioned above, create a new scenario
with uncertainties about the timely impact of these changes,

but also provide opportunities for a company such as FCC
Group, with experience and capacity to respond to specific
needs of the population, through its businesses:

7 5 . 70/0 concentration on

economic activities of the services
sector, in the economy of

the United States

70 0/0 en paises europeos,
como Alemania

The supply and treatment of quality water for
a larger number of people will require greater
specialisation and investment

Guaranteeing access to water, in quantity and quality, to an

increasing number of the urban population, taking measures
that protect the resource, together with the management of
the waste generated.

In emerging markets, the solution will come from increased
water infrastructures works that cover access and sanitation
needs, while in more mature markets, large-scale data
analytics could be a disruptive element in the understanding of
water management and the infrastructure associated with the
sector.

The challenge to manage waste generated

in cities, protecting the value of urban
ecosystems, requires extensive experience in
the sector

The increase in municipal solid waste generated (between 7
and 10 billion tonnes *) makes waste management a priority to
contain global warming, with a potential impact from improved
waste management in terms of reducing emissions between
15% and 20%.

The circular economy is postulated as one of the viable
solutions in the fight against climate change to limit the rise

in the global temperature between 1.5 and 2°C until the end
of the century. It is estimated that around 50% of greenhouse
gas emissions are associated with the consumption of raw
materials.

* Global Waste Management Outlook of 2015, prepared by the United Nations Environment Programme

and the International Solid Waste Association
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Between 7,000 and 10,000

million tonnes of solid urban waste

With the improvement of waste
management it is possible to achieve a
reduction of emissions of between

15:420%

The population’s access to basic services, as
well as urban mobility: inter-urban connections,
requires more complex transport infrastructure

It is estimated that due to the population growth forecasts
up to 2030, an annual infrastructure investment of 3.3 billion
dollars (around 3.8% of the world’s gross domestic product)
is needed, mainly in emerging economies where the lack of
infrastructure represents 60% of the investment needed.

This demand will triple if you take into account the additional
investment that would be required to meet sustainable
development goals.

The challenge for these developments is the necessary
support of stable regulatory frameworks and the backing of
multilateral institutions responsible for boosting investment.
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FCC Strategy

Background

FCC Group has a history of more than 115 years in the
market. It is a dynamic company, with experience, the capacity
to adapt and react to the various scenarios that it faces, which
contribute to the development and progress of cities, creating
value for all citizens, customers, shareholders and employees.

Objectives:
@ Regain profitability.

@ Strengthen investor confidence. 10000

@ Reaffirm FCC as a leader in its areas of activity.
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Actions for a more robust and efficient business

realignment

Connecting

Financial:

e Capital increase and
divestments.
e Debt reduction.

e Restructuring of remaining debt.

® Renewal of contracts and new
projects.

e Collection of debts.

Operational:

e Organisational optimisation
(restructuring of areas and
synergies).

® Renewal of the Management
Team.

e Concentration of support
functions.

e Reduction of inefficiencies.

e Centralised purchasing.

e Expansion of operational best
practices.

¢ Reduction of staff, maintaining the

specialized team.

e Adjustment of regional and local
offices.

e Training for strategic and growing
markets.

e Reduction of costs
(administrative, advisers,
sponsorship, etc.).

e Review of critical decisions in the
project cycle.

e Strengthening, Corporate Social
Responsibility actions and
implementation of the Code of
Ethics.

Smart services Exemplary

commitment

Values that define our
performance:

e Over 115 years experience.

e Connected with citizens.

e Professionalism and quality:
Committed to talent and
diversity.

e Employees’ health and safety.

e Financial strength and
operational efficiency:

Doing things well.
e Committed to CSR.

Triple About this Financial
bottom line report Statements

X A

Strategic guidelines to achieve
objectives:

e Act as an unique company.

e Ongoing projects to be properly
finished.

e Profitable business, adjusted to risk
control and positive cash flows.

e Flagship projects.

e |Innovation and application of
cutting-edge technology.

e Leveraging the new era of good
technological fortune (digital world):
digital culture, digitalisation of
processes and sensors, as well as
M2M.

e Targeting known markets.

e Strategic alliances and synergies in
FCC Américas.

e Smart internationalisation.

Corporate
Governance

4D
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Values that define our
performance:

1. Over 115 years experience

FCC is a company that provides high added value thanks to
more than 115 years of activity. We export our know-how, our
consolidated experience and a large portfolio of references.

We have a magnificent team of professionals, highly
specialised in all branches of engineering and we provide
knowledge, technology and innovation to every project
we carry out. In addition, we have a strongly implemented
corporate responsibility policy, which stems from senior
management, and which is based on supporting the local
communities where we operate.

2. Connected with citizens

Through the strategic pillar connecting citizens, FCC has
raised a number of objectives to reinforce the principle of
proximity. For the implementation and evaluation of the
initiatives developed, the company has created the work
platform “connecting citizens” in which all the business areas
of the Group participate. The objectives established for this
are:

1. Evaluate and establish metrics on the positive social
and environmental impact generated by FCC projects
presented in public tenders.

2. Involve citizens in the promotion of sustainable habits
and in the search for answers to present and future urban
challenges.

3. The creation of dialogue forums with strategic prescriber
groups for the company, in order to observe trends
and needs of the communities of the future, and

connect FCC management and innovation with the key
expectations of citizens.

4. We have the cooperation of our employees to create
a more equitable, sustainable and diverse society, by
designing projects that contemplate their collaboration and
contribution to value.

3. Professionalism and quality: Committed to
talent and diversity

At FCC we are aware that the best services can only be
provided by the best professionals. FCC has technicians who
are experts in all fields of engineering and services, who have
trained with the best specialists in the market and who know
different techniques, thus contributing added value based on
confidence, safety and professionalism for our clients.

Our priority is still centred on satisfying customers well beyond
their expectations, and we are committed to fulfilling their
requirements with the guarantee of quality that sets us apart.
Our main objective is based on performance excellency and
customer satisfaction, achieved by providing special attention
and ongoing dedication to our customers, always focusing on
fulfilling their expectations.

To ensure a constant supply of quality drinking water, water
should be treated and monitored following strict operating
protocols that should be carried out by qualified technicians in
each phase of the integrated water cycle. The water analysis
laboratories play a fundamental role to guarantee compliance
with quality standards established according to current
legislation. To this end, these laboratories should have the
best available technology and highly qualified personnel, as
well as all the controls necessary to guarantee environmental-
friendliness.
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4. Employees’ health and safety

FCC establishes and implements health policies for
employees, families and communities, ensuring safe and
healthy work environments, and raising awareness through the
supply chain.

The health and safety of FCC employees is a fundamental
and crucial pillar for the company. At FCC, we are aware that
we work in sensitive activities, and it is for this reason that
considerable efforts are made in the area of health and the
prevention of occupational hazards.

FCC Group has a strategy and action plan, which is
periodically reviewed, whose objective is to ensure compliance
with legal requirements, as well as to commit the entire
organization to comply with the regulations.

Fostering a culture of prevention

We seek continuous improvement of the preventive culture in
each business, through training, information and awareness

of the obligations and responsibilities of all employees, as well
as the commitment of the entire organisation to compliance
with regulations. The key to success in prevention is based on
the employees themselves, they are responsible for complying
and committing themselves to their own individual part. This
fact is accredited by the certifications obtained and the notable
reduction of the accident rates in the Group.

Healthy company

Our commitment to health and well-being is one of the
basic pillars of our employee value proposition as well as the
reduction of absenteeism in the Group:

e FCC launches annual awareness campaigns and
information on matters of prevention, such as road safety, flu
vaccinations, blood donations, etc.
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e FCC encourages the practice of sports and promotes Strate glC elements to aChieve Ob] ective S
healthy physical activity to put an end to sedentary
lifestyles. 1. Act as a unique company 4. Flagship projects
¢ FCtCr;w provides its employees with information on healthy FCC will continue to work for the benefit of resources and The strategy chosen by FCC is to be an operator in
eating. boost synergies between divisions to act as one single international markets, selecting landmark and unique projects
company. in which it can contribute great differential value:

Health and Safety Awards

These prizes are awarded every two years and are intended 2. Ongoing projects to be properly finished ‘ E;%eritsnTea; improve environmental services in the
. T unites.
to recognise and assess both initiatives set up and people, for One of the fundamental pillars on which FCC is based is to
their innovation and/or career, in order to pursue the goals of complete all projects, fulfiling contracts on time, according to * Contracts covering the integrated water cycle.
FCC Group in the prevention of occupational risks and in the T ; .
P P P specifications, and with profit. e Infrastructure works where we are competitive and

promotion of health. L "
generate value, ensuring in any event, positive results,

trying to consolidate the market share and regain our
traditional leadership position.

) ) ) o 3. Profitable business, adjusted to risk control
5. Financial strength and operational efficiency: and positive cash flows

Doing things well

Taking these scenarios into account, FCC’s business model

At FCC we continue to work on the Group’s operational and responds to making the most of these opportunities and to
financial optimisation, identifying areas of opportunity and develop abilities to satisfy shareholders, customers, employees
implementing strategies and plans that ensure we have a solid and citiziens in general.

capital structure, which is competitive and able to meet the

opportunities and challenges of today and of the future.

The Citizen Services Group will continue to reduce costs, Strategic sectors to optimize
expenses and have greater operational efficiency, as well as a The twenty-first century
strict profitability requirement for its new contracts. |

6. Committed to CSR
. . Optimise use of waste by Optimise use of water
FCC works to ensure that the Millennium Development Goals productive and social actions reSOUICES

are achieved and has drafted a 2017-2020 Master Plan that

includes the three main aspects: G G

1. Connecting with citizens FCC Environment FCC Aqualia

Optimise infrastructure and
territorial use with a dynamic

integration policy

FCC Construction

2. Smart services

3. Exemplary commitment * INNOVATION

* Chapters 5, 6, 7, and 8 of the Annual Report. ) ) ) ) )
FCC should go wherever it has a comparative advantage, being selective and meeting challenges
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5. Innovation and application of cutting-edge
technology

FCC is among the world’s most advanced companies in
environmental, water and infraestructure services.

To maintain competitiveness, FCC Group focuses on
continuing to provide quality and innovation.

The concept of innovation is closely linked to our business, as
is the case with other Spanish companies, we are exporting
our technology all over the world.

e To encourage innovation and strengthen it as one of the
company’s distinguishing values.

e To encourage the collaboration of intra-division innovation
projects.

We have a robust innovation programme, working together
with universities and research centres.

6. Leveraging the new era of good
technological fortune (digital world): digital
culture, digitalisation of processes and
sensors, as well as M2M

Digitalisation offers tremendous opportunities for growth in all
industries regardless of the sector and region to which they
belong. This mega-trend will lead to optimising processes,
which will improve overall efficiency and reduce costs.

FCC Group, aware of the incredible progress that new
technologies are driving in all areas of human life, has
defined, for the years 2017 and 2018, a new Strategic

Plan for Information Technology and Systems focusing on

the improvement of operational efficiency. Automation of
processes, digital transformation and technological innovation
are the main guidelines of this plan.

Based on these premises, the business divisions, in
collaboration with the Information Systems and Technologies
Division of FCC Group, are carrying out a profound re-
engineering of processes through the incorporation of
technological advances such as the use of mobile devices,
sensors, drones, etc.

FCC works to optimise its processes by improving the M2M-
managed connectivity for the improvement of operational
processes, harmonising business management systems and
optimising infrastructures by optimizing costs.

Among these technological advances are the M2M
applications and services, which allow the communication of
data between remote machines and whose main utility is the
optimisation of business processes based on remote control
or telemonitoring.

FCC Group is committed to this technology for the present
time and the future, either in the area of water meter reading,
saving travel costs of personnel and knowing the demand
requirements in real time, thus optimising the distribution; or in
the environment area, optimising fleet management, with geo-
location, knowing their status, or even interacting directly with
vehicles, or in weather stations to measure irrigation needs,
water levels in reservoirs, etc.

7. Targeting known markets

FCC wants to strengthen its presence in stable and profitable
geographic areas, that represent known markets, and where
we already operate.

It works to maintain leadership in domestic markets and
improve our opportunities to increase the FCC portfolio and
create future value.

8. Strategic alliances and synergies in FCC
Américas

FCC Americas, was established with the objective and
vocation to execute all type of works in America.

To achieve permanence in the most relevant projects in the
region.

e The company is made up of 50% by Carso Infraestructura
y Construccion and FCC Construction.

e [t reinforces the use of the synergies, experience and
know-how of Carso and FCC Construction.

e Allowing an increase in the added value of FCC Americas.
This company will work on:

e Efficiency of the cost structure, combining the company’s
efforts in production.

e Optimum efficiency in purchases supported by the
unification of databases and in the global volume
generated.

e Quality as a premise of the work performed.

e The flexibility of the company taking advantage of local
staff as a cost reduction mechanism.

e Financing of the works in the best possible conditions,
based on the strength of the companies that make up the
Group.

The first results of the success of FCC Americas are:
e Samalayuca — Sasabe gas pipeline.
e Panama City of Health.

e Study of the navigability of the Magdalena River
(Colombia).

e New International Airport in Mexico City.
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9. Smart internationalisation
The world faces critical transformations and challenges, for
which FCC is ready and has the ideal resources in place.

Prospects for the main countries in which FCC operates in Europe*
Growth opportunities

FCC Group makes its growth decisions based on a selective

analysis of opportunities in the markets where it is present, /\ \
identifying not only aspects tied to technical feasibility and legal T

security guaranteeing and protecting the Group’s investments,

United Kingdom

but also analysing other potential risks linked to social and Country risk: B 27 I Country risk: B 26

environmental aspects. For these reasons, the growth strategy The formation of a government provided The economy is expected to grow by

is highly selective, base? the study of all the external and the country with a certain degree of political around 1.1% in 2017 and to rise to 1.3% in

internal variables affecting a contract. stability. The Spanish economy is in a strong 2018, exceeding the forecasts of economic
recovery stage, in spite of the increase of deceleration following the decision to leave the

Europe public debt and following strong growth at a European Union, probably due to the measures

In Europe, growt portunities are linked to the investment rate of over 3% in 2016, as a consequence passed by the Bank of England, coupled with

effort required for the conservation and renewal of ageing of the weaker euro and low oil prices. GDP is the rapid and relatively smooth transition to

infrastructures. The absence &f hydraulic infrastructures works expected to grow by over 2.5% in 2017 and by the new government, which is expected to

in Central Europe and the availbility of funds to invest wil an average of 1.8% between 2018 and 2021. focus on enhancing the appeal of the UK for

investment, also in infrastructures works, and
on seeking new agreements once Brexit from
the single market takes place.

boost projects linked to water agement. The increase

of regulatory pressures in the ean waste management
market poses the need to progress in the current mixed
model towards a model Iargel@sed on waste recovery and
recycling, always in compliance with regulatory demands.

/

Source: The Economist Intelligence Unit
A: Very low risk (0-20);

B: Low risk (21-40);

C: Medium risk (41-60);

D: High risk (61-80);

E: Very high risk (81-100).
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O

Romania I I
Country risk: BB

Romania has growth recovery prospects in the
medium and long term, but on the other hand
it records a high proportion of net external

Country risk: A 15 I Country risk: B 35 -

The resumption of political life in the country
after the elections in 2016 has contributed to
improving the situation of instability gripping

The political instability in Poland as a
consequence of the reforms implemented
by the new government, together with a

the country over the last few months. However,
Austria is still exposed to other external factors
slowing down its growth (compared to its

significant slump in investment, weighed down
on the growth of the Polish economy in 2016.
In 2017, investment is forecast to rise and GDP

debt in exports of goods and services and the
newly formed government (January 2017),
under close scrutiny by the population, which

growth could increase to around 3.1%. stirred up protests when the government tried
to change the law on corruption offences.
After the approval of the National Plan for the
development of network infrastructure in 2015
A4 and the support for ICT companies, labour

f) productivity growth will be relatively strong,

Q /\ Q V) with forecasts of 3.2% in year-on-year terms

peers in the region). Thus, its growth rate in
2017 is estimated at 1.4%.

2015-30. The growth rate of real GDP per

" Czech Republic I capita, will grow by 3.4% per year in 2015-30.
N Country risk: B 28

Q It is estimated that GDP will grow at an
annual rate of around 2.6% during 2017 and
Q 2018. The Czech Republic enjoys a sound

tax situation as a result of a tax surplus
of 2.4 billion euros in 2016 and a healthy
trade balance, with a surplus of 18.5 billion

. . . euros (over 9.5% of its GDP). The country’s
Source: The Economist Intelligence Unit .
A Ve . , economic strength generates trust and boosts
: Very low risk (0-20); )
B: Low risk (21-40); the demand of Czech assets from investors.

C: Medium risk (41-60);
D: High risk (61-80);
E: Very high risk (81-100).
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North America Prospects for the main countries in which FCC operates in North America

il

Despite inflation prospects in Mexico and the uncertainty
regarding the political environment in USA, GDP growth
predictions in both countries remain stable and above

2% for 2018. Growth opportunities in these markets are
concentrated in infrastructure investment (Greenfield Country risk: C 44 Country risk: A 20 —
projects) in Mexico, under the National Infrastructure ) ) )
Plan, and brownfield projects in USA. In the waste Mexico’s exposure to the US market has Thg USA will lead the growth of G7 countries
recovery area, the company is in a position to grow. strongly. devaluated the Mexican ‘peso and during the next two years, with grth .
Regarding integral water management, there are growth reflects mvesltor concerns regardlng the future forecasts of 2.2% gnd 2.3% ‘respectlvelly in
opportunities in the medium term. of trade and investment relations between 2017 and 2018. With the arrival of President
the two countries. The inflation increase is Trump to the White House, it is expected that
Q another aspect that will represent an obstacle investments in infrastructure will increase,
N for the growth of the Mexican economy, which together with the stripping down of the
is scheduled to grow by 1.8% and 2.3% environmental policies commenced by the
respectively during 2017 and 2018. previous government.
Q )
Q Source: The Economist Intelligence Unit
A: Very low risk (0-20);
Q B: Low risk (21-40);

C: Medium risk (41-60);
D: High risk (61-80);
E: Very high risk (81-100).
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Central America and South America Prospects for the main countries in which FCC operates in Latin America

The absence of infrastructure makes Latin America an
attractive market to boost the growth of FCC Group in
the medium and long term, with growth opportunities in Colombia
Construction and Water that are already taking shape.

In the urban services field, there are favourable business Country risk: C 44 & Country risk: B 21 L

prospects in the medium term.

GDP is forecast to grow by 2.4% in 2017 and In January the Central Bank of Chile lowered

by 3.1% in 2018 following the deceleration of the benchmark interest rate in an attempt to

growth in 2016. The increase in growth will be stimulate economic growth. GDP is estimated to

driven by an increase in infrastructure expenditure grow at rates of 2.1% in 2017 and 2.5% in 2018.

(specifically in transport projects), a hike in oil Uncertainty regarding the presidential elections
Q prices and growing private investment. It is at the end of 2017 could take a toll in terms of

estimated that inflation will settle within the target growth prospects in Chile.

range of 2 to 4% starting in 2017.

Panama
v - i<l
Country risk: B 34 * Country risk: C 42 }

Q The growth of the economy is forecast to Peru was one of the best performing countries
speed up, in connection with the completion in 2016. Economic growth is expected to
of large public works projects that will keep slow down during 2017-2021 as a result of
GDP growth above 5.5% in 2017 and 2018. the end of the “Commodities Supercycle” and
Q It is likely that the increase of international the limited progress of reforms to improve
pressure demanding greater transparency and internal productivity. There is growing concern
Source: The Economist Intelligence Unit governance from offshore financial centres in following the recent corruption scandals, which
A: Very low risk (0-20); Panama will lead to certain reforms. slows down the imlementation of public works

B: Low risk (21-40);

C: Medium risk (41-60);
D: High risk (61-80);

E: Very high risk (81-100).

projects and could deter future investors.
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Middle East and North Africa (MENA)

The Middle East and North Africa (MENA) appear as

two attractive markets for developing the company’s
business, largely due to the possibilities they provide for
the construction of infrastructure linked to FCC Group’s
Water and Environment divisions, which are necessary
to make up for scarce water supplies by seeking efficient
solutions in the protection and care of the environment.

[
Country risk: B 54 [ ]

Egypt is currently carrying out a number of
structural reforms in response to IMF demands
within the framework of the 12 billion [US
dollars] loan that was granted. In the near term,
risks arise in relation to the liberalisation of

the Egyptian pound or security challenges. It

is estimated that GDP will grow by 3.4% and
3.8% respectively in 2017 and 2018.

Source: The Economist Intelligence Unit

Prospects for the main countries in which FCC operates in the Middle East and North Africa

Saudi Arabia

The Saudi government is expected to slightly
raise expenditure after the tax austerity
measures applied during the year 2016.

There is concern regarding the oil revenue
outlooks after the OPEC’s agreement to reduce
production, in spite of the increase in oil prices.
Estimates set GDP growth at 0.8% in 2017
and 1.8% in 2018.

Country risk: B 40

United Arab Emirates =

Country risk: B 31

Economic diversification in the UAE (to foster
growth that does not depend solely on oil) has
curbed the impact of the decline in oil prices.
Public expenditure will remain stable during
2017 and GDP growth will be in the region of
2.6%. In 2018, GDP growth is estimated at a
rate of 3.2%.

A: Very low risk (0-20); B: Low risk (21-40); C: Medium risk (41-60); D: High risk (61-80); E: Very high risk (81-100).

Country risk: B 30

There is a strong commitment to invest in
infrastructure in 2017, which together with the
increase of gas production and the increase
in oil prices will benefit growth in this country.
Growth rates of 3.4% and 3.6% are forecast
for 2017 and 2018. It is estimated that real
GDP will grow modestly at an average rate of
3% in the 2017-2021 period.

_I

Country risk: B 50

Despite the austerity policies defined in the
budget for 2017 (these might give rise to social
and political internal tensions), modest growth
prospects remain in place at around 2.4%
during this year and 3.2% in 2018.
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The environment
FCC Environment in Spain FCC Industrial waste

In order to remain competitive, FCC Environment’s
commercial strategy in Spain focuses on continuing to
provide quality and innovation and therefore to further the
efficiency and quality of its services based on innovation and
cumulative know-how, as well as on continuing to progress
in achieving smarter services for more sustainable and
socially responsible cities. Policies for the integration into the
labour market of underprivileged groups and those destined
to reduce the carbon footprint will be particularly relevant.

FCC Environment internationally

The strategic priorities for 2017 focus on improving efficiency,
reducing operating costs and structural costs, renewing
existing contracts and business operations and moderate
growth. Europe offers business opportunities in the field of
energy recovery due to regulatory changes.

In the next three years, the company will continue insisting on

operational efficiency and business growth. The incorporation

of new technologies will allow us to gain a stronger foothold in
the recycling and waste recovery markets, with a position as a
key player in the circular economy.

Regarding the US market, over the coming years we shall
continue developing our activities in the urban and industrial
environment.

Cleaning and decontamination of the bay in Algeciras, Spain.
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Water management

FCC Aqualia’s strategy seeks to achieve a world leadership
position in the management of water resources, maintaining
its current presence in concessions with high returns. It mainly
contemplates the strengthening of its business risk profile,
reinforcing activities characterised by steady and recurring
cash flow and using them as key platforms for future growth.
Besides this, FCC Aqualia constantly focuses on implementing
efficiency measures throughout the organisation from an
operating and financial standpoint, with the purpose of
improving profitability and optimising the capital structure in
search of attractive growth opportunities.

Regulated water management activities are characterised by
contractual relations that are sustainable in the long term and
high entry barriers, which provide an excellent opportunity for
profitable commercial transactions with a low risk profile.

FCC Aqualia’s strategy also benefits from solid market
fundamentals. In a large geographical spectrum, regulatory
developments and environmental consideration boost long-
term growth patterns in water management services.
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Domestic market

In Spain, substantial investments may be necessary to reinforce
and recondition Spanish water infrastructure works. Spain has
embarked on important reforms aiming to improve productivity
and is showing signs of long-term macroeconomic recovery.

FCC Aqualia expects these reforms will be beneficial for water
management volumes and long-term profits. It intends to
strengthen its current position to reinforce its market leadership
in Spain. In particular, the company intends to continue
developing the water concession business and considers that
its current position as market leader improves its capacity to
capture opportunities to create future value.

International market

In a number of emerging markets, urban areas continue

to suffer from the lack of hydraulic infrastructures, due to
population increase and the size of cities. FCC Aqualia
participates in select geographical areas in which it identifies
attractive growth opportunities. In markets where FCC Aqualia
has entered recently, it intends to continue strengthening

its business of developing, operating and maintenance of
water infrastructure by allocating more resources to expand
these businesses. In this context, FCC Aqualia does not

rule out the possibility of adding new lines of business to
continue to support its international growth. These may
include the provisions of water management consultancy
services and water services for specialised industries such as
oil and gas, the agriculture and food industry as well as the
pharmaceutical industry.
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The following are included among the main drivers of
international growth:

e New public and private sector participations in developing
countries, geared to improving drinking water and waste
water systems, especially in Latin America, the Middle East
and North Africa.

e Taking FCC Aqualia’s presence in the European market
further, taking advantage of new opportunities in municipal
water concessions.

e Development of new projects with technological solutions
adding value and providing a competitive advantage for
desalinisation, industrial and reutilisation systems, especially in
USA, Mexico, the Middle East and North Africa.

e Giving priority to organic growth over acquisitions, but without
ruling out new opportunities in the emerging markets in which
FCC Aqualia is already present and in countries that already
have a consolidated water industry.

e Taking controlling stakes in Water Management Activities and
O&M contracts, wherever it does not hold a majority stake.

Below are the two growth drivers in O&M activities in the Middle
East and North Africa:

e \Water scarcity, which has prompted opportunities for FCC
Aqualia in terms of optimising costs and improving efficiency.

e The recent slump in il prices, which has given rise to new
public and private sector collaboration opportunities.
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FCC Infrastructure works

FCC Construction is working on three fundamental pillars to
generate growth both in volume terms and in returns:

1.Increasing competitive capacity, becoming increasingly
efficient, adjusting our structures and costs to the size
required for each project. FCC Construction will increase
its development in areas in which it has a positive, tested
experience: Spain, Europe (United Kingdom and Romania,
as well as other countries with opportunity projects), the
Middle East, USA and Latin America.

2. Maximising margins via compliance in terms of quality,
deadlines and budgets, as well as committing to a strict
selection of projects in which to be involved.

3. Fostering actions to improve the infrastructure market in
Spain, adapting to new requirements in the industry and
participating in infrastructure projects in which we can
contribute differential value.

In light of all this, the following tendering criteria shall govern
our business performance:

e Bidding in markets where our historic experience and our
technical capacity may allow us to obtain the returns that
our shareholders demand.

e Conducting a thorough analysis of projects, including the
best partners and suppliers, choosing customers who share
our same business culture.
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In the international market we shall strengthen our presence
in stable territories that have allowed us to continue boosting
our returns, taking part in tenders for large railway and

road transport infrastructure (we are world leaders in the
construction of metro facilities), infrastructure related to water
purifying and desalinisation, large unique buildings, hospitals
and airports, as well as civil engineering specialities such as
highly complex bridges and tunnels in which FCC is a world
benchmark. All of this is done within a fundamental scope of
selection, strictly controlling risks in the new projects.

We shall advance further in the benefits brought about by the
synergies between FCC Construction and the other divisions
and businesses of FCC Group, providing know-how,
business and market penetration, encompassing investment
in concession projects, and the design, construction and
maintenance of projects requiring this.

In the Americas, the strategic alliance with our partner Carso
Infraestructuras has led to the incorporation of an affiliate,
FCC Americas, which will deliver projects throughout North
and South America, bringing together in a single company
the best technical and financial capacities and strengths of
the two groups.
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In the industrial market, we shall continue to work to be
leaders, keeping up the steady growth we have been
achieving since the creation of the division, focusing on
strengthening the markets in which we operate, in the fields
of Industrial Construction, Oil & Gas, Electro-mechanic
Facilities, Construction and Maintenance of Distribution
Networks, Maintenance of Civil and Electric Infrastructure,
and Implementation of Traffic and Defence Systems, always
sharing the same objective criteria as FCC Group.

Last of all, in the field of Concessions we will pursue the
following major goals:

e Maximising the value of existing assets by managing
contracts with the goal of improving recurring cash flow from
the projects.

e New projects selected as growth opportunities in solvent,
safe markets with growth prospects in the medium term, in
keeping with the strategy set by FCC Group. In particular, in
Spain, Latin America, the United Kingdom and USA.
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Cementos Portland

e Participating in the recovery of cement demand in Spain.

e Building up exports of clinker and cement to increase the
use of its production capacity.

e Keeping up efforts in production efficiency in terms of the
use of alternative fuels, favouring returns and the circular
economy.

e Focusing the sales policy on improving the sale price of
our products.

e Ensuring profitable growth and ongoing improvement,
applying cost restraint policies and taking advantage of
future market opportunities.
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Identifying and managing risks

Managing risk is one of FCC’s key strategic items when
applying and achieving its strategic pillars.

Responsibilities and
functions in FCC's risk
management

FCC, as part of its Risk Management and Control Model,
has set up Risk and Compliance Committees in each of its
business areas. They have the executive responsibility of
implementing the Model, by approving specific Risk Maps
for each activity, valued in terms of impact and likelihood

of occurrence, which include strategic, operation, financial,
reporting and compliance risks. The Risk Committees are
also responsible for the design of key strategies, procedures
and controls that are necessary to ensure the existence of
sufficient control environments to mitigate and keep critical
risks within tolerable levels, approved beforehand by the
Board of Directors. They also monitor risk exposure and risk
materialisation.

FCC identifies events that might affect the company achieving
its strategic goals. The model is supervised by FCC Group’s
Audit and Control Committee, supporting the Board.

Integrated Risk
Management Model

The dominant business model at FCC and the political
environment in which it is developed has a risk attached to
it: depending on the stage of each project, risks may be of a
different nature or have a different likelihood of occurrence,
therefore risks are managed throughout the entire life of the
project, from the tender until the execution, operation or
maintenance are completed.

In the bidding stage, the different areas focus on the technical
feasibility of the project, considering the specifications

and technology required by the client, the partners, the
requirements of those providing the financing and the
characteristics of the market where the project is developed
for instance security as well as political and socio-economic
stability.

In the delivery stage, the company must especially heed to the
operational risks, which require comprehensive planning and
ongoing supervision to guarantee that the conditions agreed to
in the contracts are met. These include the risks deriving from
relations with public administrations, clients and communities
within the operating environment.
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The model used by FCC is based on three risk management
levels. This ensures the separation of the three functions in
order to guarantee that the risks are managed properly: the
areas owning and managing risks; the areas monitoring those
risks; and the areas providing independent insurance.

At FCC, the first risk management level is responsible for
managing, monitoring and reporting the risk that has been
generated within the business unit.

The second risk management level is made up by the support,
risk control and risk supervision teams within the business unit
itself, which are in charge of overseeing the effective control

of risks and ensuring that they are managed according to

the risk appetite that is assumed. The Risk and Compliance
Committee is located at this second tier in terms of risk
management.
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The third risk management level is made up of the corporate
functions. The Risk Management Function is responsible for
coordinating the model, centralising and reporting incidents,
while the Internal Audit Function, acting as the last control
layer, assesses from time to time that the policies, methods
and procedures are suitable and checks that they have been
effectively implemented.
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! 3 Risk Map elaboration process
FCC Group's risk maps i P
o o . . » Identifving the risk Identifving th Assessment of risks
The risk identification process begins with the specific goals of Establishing the goals entifying the risks entifying the in terms of their Identifying the risk
. . . . ) ) . that affect achieving processes affected -
each business unit, along with the risk events that might affect for each business unit the goals by the risks likelihood and owners
impact

achieving the goals in each production process, the dimension
of the risk according to its likelihood or impact, and who, from
among the ‘risk owners’, is responsible for monitoring and/or
mitigating the risk.

Most relevant risks

Through its risk maps, FCC identifies the potential events that
could affect achieving the company’s goals, subsequently

establishing the prevention and mitigation measures allowing @ Srgfl?ggg mgg;ce
the risk level to be kept within the tolerance level set by the
Board.
Risk maps are kept up to date by the directors of each area, @ Links with third parties
who, together with the Corporate Risk Management function, ,
i i iali f ) Information Reprogramming
analyse which risks have materialised in each of the Group’s @ security @ projects

divisions, reporting them to the Audit and Control Committee.

The current risk map, as shown in the illustration, shows the @ Catastrophic
most relevant risks to which FCC Group is exposed—specific events
action plans are developed to counter them. These action

plans include the actions that are necessary to reinforce

existing controls and they even incorporate new controls.

@ Exchange rate

@ Delays in payment
collections

Leverage

@ Liquidity
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FCC Group’s responses to risks: Accepting / Reducing / Assuring / Sharing

Not embarking on new
initiatives or activities that
might lead to risks.
Dispensing with a business
unit.

Dispensing with a market
niche or territorial
segment.

ACCEPT
Establishing effective
business processes.
Establishing operating limits.
Rebalancing the portfolio of ASSURE

assets to reduce the risk
index.

Reallocating capital between
the operating or business
units.

Ensuring that Management
is involved both in
decision-making and in
monitoring.

Smart services

REDUCE

SHARE

commitment
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e Recording provisions for
possible losses.

® Relying on natural offsetting
within a portfolio.

e QOutsourcing business
processes.

Taking out insurance policies
against unexpected losses or
weather-related risks.
Establishing contractual
agreements with clients,
suppliers, and business
partners in which risk is
distributed.

Using long-term capital market
instruments.

Establishing co-operation
agreements with other
companies.

Corporate
Governance
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Relevant events in 2016

\
J
N
J

Novation of the agreement to invest in FCC by Ms Esther Koplowitz and
Inversora Carso S.A. de C.V.

Inversora Carso, S.A. de C.V. submits information on the acquisition of

A L FCC shares.

18/04/16

Inversora Carso, S.A. de C.V. submits information on the acquisition of
FCC shares.

FCC announces the approval of the Securities Note for the capital

e increase with preferential subscription rights.

19/04/16

N
J

Inversora Carso, S.A. de C.V. submits information on the acquisition of
FCC shares.

The company submits an Addendum to the Securities Note that
29/02/16 includes FCC’s 2015 individual and consolidated Annual Accounts to the
L Securities Notes by reference.

21/04/16

e N\

Control Empresarial, S.A. de C.V. reports it has received unconditional

authorisation from the CNMC for the merger file consisting of Inversora
Carso, S.A. de CV (“IC”) taking exclusive control, through its subsidiary
CEC, of FCC and, indirectly, of Realia Business, S.A. (“Realia”).

03/03/16

T

The company declares that the capital increase is fully subscribed. J 24/05/16

The company reports the registration of the public deed related to the

04/03/16 capital increase in the Barcelona Mercantile Registry.

,
.

[ FCC's Board of Directors agreed to support a takeover bid for 100% of
Control Empresarial de Capitales, S.A. de C.V. submits the compulsory 25/05/16 Cementos Portland Valderrivas to delist the company for a price of six

N
J

\ prior notification of the Request for Takeover for FCC. ) L euros per share.
Inversora Carso, S.A. de C.V. request Fomento de Construcciones y 27/05/16 The company announces the call for the General Meeting of
Contratas, S.A. to study and, if appropriate, draft, an Exclusion | Shareholders.
Takeover Bid to delist Cementos Portland Valderrivas, S.A. from the stock P
L market. J 30/05/16 Inversora Carso, S.A. de C.V. submits information on the acquisition of
g § L FCC shares.
Control Empresarial de Capitales, S.A. de C.V. submits the compulsory p
Request for Takeover of FCC. Control Empresarial, S.A. de C.V. reports that Inversora Carso, S.A. de
: g CV received authorisation from the Mexican Federal Economic Ant-Trust
The CNMV reports that it accepted for consideration the Request for ) 31/05/16 Commission (“COFECE”), in accordance with Articles 61 et seq. of the
Takeover submitted by Control Empresarial de Capitales, S.A. de C.V. of Federal Economic Anti-Trust Law, for the merger transaction to take
Fomento de Construcciones y Contratas, S.A. control of FCC.

,
.
-
A
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10/06/16

14/06/16

29/06/16

29/06/16

29/06/16

29/06/16

01/07/16

04/07/16

07/07/16

22/07/16

N
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N

-

Inversora Carso, S.A. de C.V. submits information on the acquisition of
FCC shares.

J

N

-

Publication of an addendum to the call for the Annual General Meeting on
28 June 2016.

J

N

-

N

Inversora Carso, S.A. de C.V. submits information on the exercise of a
call option, subject to condition precedent, for a total of 9,454,167
shares of Fomento de Construcciones y Contratas, S.A., which represent
2.496%.

N

-

The CNMV reports that the takeover of Fomento de Construcciones y
Contratas, S.A., filed by Control Empresarial, S.A. de C.V., was approved
on 29 June 2016.

-

Agreements approved during the Annual General Meeting on 28 June
2016 are submitted.

N

-

The new composition of the Board of Directors is submitted after the
meeting on 28 June 2016.

N

-

Referring to the announcement of the exclusion takeover bid for
Cementos Portland Valderrivas.

N

-

The CNMV reports on the approval period for the takeover of Fomento
de Construcciones y Contratas, S.A. filed by Control Empresarial, S.A. de
C.V.

N

-

Inversora Carso, S.A. de C.V. submits information on the acquisition of
FCC.

N

-

Approval of the Board of Directors report in relation to the takeover bid
launched by Inversora Carso.

N

A

The CNMV announces the outcome of the takeover bid of Fomento
de Construcciones y Contratas, S.A. filed by Control Empresarial de

Capitales, S.A. de C.V.

Connecting

citizens
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26/07/16

29/07/16

e N
Control Empresarial de Capitales, S.A. de C.V. submits information on the
acquisition of FCC shares.

Information relating to the application for the approval of the exclusion
takeover bid to delist CPV is submitted today.

f The CNMV reports that the exclusion takeover bid to delist Cementos

10/08/16 Portland Valderrivas, S.A. submitted by Fomento de Construcciones y
Contratas, S.A., was accepted for consideration on 10 August 2016.
25/08/16 IComp'Iehon of the pgt period for bondholders and beginning of the
issuer’s conversion rights.
[1 3/09/16 )—[ FCC proceeds to pay 92% of the issue of its convertible bond. J
The company reports the exercise of the conversion rights of convertible
07/10/16 X . "
bonds into shares amounting to 32.75 million euros.
( The company reports on the process of the exercise of the conversion
24/10/16 . .
rights of the convertible bonds.
23/11/16 The company has been informed that the English Court of Appeal
rejected the appeal made by FCC.
[30/1 1/16 )—[ Sentence on legal ratification in favour of FCC. J
( The CNMV reports that the exclusion takeover bid to delist Cementos
22/12/16 Portland Valderrivas. S.A. filed by Fomento de Construcciones y
Contratas, S.A., was approved on 22 December 2016.
The CNMV reports on the approval period for the exclusion takeover
29/12/16 bid to delist Cementos Portland Valderrivas, S.A. filed by Fomento de
Construcciones y Contratas, S.A.
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FCC Group's performance during 2016:
analysis of the evolution of key financial figures

@ Revenues. Million euro Revenues. Business activity
(o)
9.0% 0.4%
6,334 Ge
: 5,952
17.0% 45.8%
. . 0
Higher EBIDTA
o
and higher margln . 45.8% Environmental Services
. 27.8% Construction
@ 17.0% water
@ @ @ . 9.0% Cement
(o)
27.8% . 0.4% Corporate and adjustments
Gross operating profit (Ebitda). Million euro EBITDA 2016. Business activity EBITDA margin. Million euro
2.3%
10.7% 14.0%

12.7% 12.6%
52.6%

27.8% . 52.6% Environmental Services

. 6.6% Construction
@ 27.8% Water

. 10.7% Cement @ @ @
. 2.3% Corporate and adjustments

6.6%
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Net debt/Total assets. % Financial Leverage Net financial debt. Million euro
9.1%
Less dEbt and 42.6% 15.9%
° 5,474
more equlty 35.8% 33.3% 5,016
-34.4%
l
Backlog*. Million euro Equity. Million euro
-1.1% -1.5% 92.3%

103.7% -1.7%

495 487

32,997 32,500

* Without Abu-Rawash
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Higher profit attributed
to the Parent company

Earnings Before Taxes (EBT)* Profit attributable to the parent company
Million euro Million euro

N/A

-162
-6 -46

-99.3% -93.6% N/A

724

-51.9%

3.5%

* Allocation to impairment of CPV‘s goodwill amounting to €300 million Euros

Exemplary
commitment

Triple About this Financial Corporate
bottom line report Statements Governance

X"a4q" D

Adjusted profit attributable to the parent company*
Million euro

N/A

138

-93.6%

-724

-51.9%
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Less Variation in the share price

Price of the shares: maximum, minimum and annual closing. In euros

d Ls e

2014* 2015* 2016*

@

* Adjusted for 2014 and 2016 capital increase
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Higher turnover

Market capitalisation. Million euro Turnover. Daily share average

7.8%
2,065,344

48.7% 1,907,102
56.9%
3,062
2 861 66.8%
1,331,501
-40.4%

43.2%
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Important news and milestones

Aqualia receives an award in
Saudi Arabia for our contribution
to modernising the water sector.

Conclusion of the south branch of
Line 9 of the Barcelona Metro.

We started the waste collection
service in Orange County, Florida.

We commission the nanofiltration

@ plant in Huechun, Chile.

@ 06 06 @

Group Environment  Water

x We were awarded the contract for
cleaning streets, beaches, seafront
promenade and waste collection in
San Bartolomé de Tirajana, Gran
Canaria.

Renewal of the supply management
contract in Zaragoza.

Contract for refurbishing industrial
facilities in Dublin airport, Ireland,
and completion of the works in the
Port of Agu in Brazil.

L
We extended the street cleaning and
waste collection contract in Oviedo
for an additional five years.

FCC Aqualia will develop the
El-Alamein desalination plant in
Egypt.

Excavation of the left tunnel of the
Vallirana by pass in Barcelona.

Construction

Smart services Exemplary

commitment

About this
report

Triple
bottom line

Two new contracts in Norfolk and
Harborough for waste management
and street cleaning in the UK, and
we handed over the energy from
waste plant in Greatmoor to the
Buckinghamshire County Council.

@ The excavation work for Line 5 of
the Riyadh Metro was finished, we
were awarded the first joint contract
with Carso and FCC (the
Samalayuca-Sasabe gas pipeline)
and the new container terminal in
Cadiz was completed.

()
Contract for the maintenance and
cleaning of ornamental fountains in
Barcelona.

We were awarded the contract for
the design, construction and
operation of the El Salitre plant in
Bogota.

Recognition with "Gold and Platinum
Brooms" for making Spanish cities
and municipalities where we carry
out our activities the cleanest.

Contract for the management of the
Sollano water treatment plant in
Bilbao for the next four years.

@ Inauguration of the Cafias - Liberia
road in Costa Rica.

S I T T T T

#SmartAgua, a mobile app for water
services, was presented.

We inaugurated the expansion of
the Panama Canal and finished the
work on the viaduct for the Doha
Metro in Qatar.

Contract for urban solid waste

collection Contract 1-Western
Madrid and will we manage the
Edinburgh and Midlothian wastes
(Scotland).

Together with SEAT, we created the
first 100% Spanish alternative fuel
from waste water.

Completion of the platform for the
Almonte viaduct, one of the
high-speed railway bridges with the
longest spans in the world.

September

Equality Seal in in all FCC's business

areas.

()
Contract for basic and scheduled
urban cleaning and similar services
in Pamplona.

We are participating in the
Methamorphosis project to convert
the waste treatment facilities in
bioenergy factories.

We finished construction of the tank
for the first floor of the liquefied
natural gas (LNG) plant in Finland
and we finished the work on the
hospital in La Linea de la
Concepcion, Cadiz.
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Statements

X A
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Governance

4D

New contracts for waste collection
and street cleaning in Polk County
(Florida, U.S.A), Barrow (United
Kingdom) and Prostejov (Czech
Republic).

Contract for the operation and
maintenance of the La Gavia
wastewater treatment plant in
Madrid, and the New Cairo
wastewater treatment plant in Egypt,
a United Nations success.

@ Recognition of the FAST consortium
with the Global Tunnelling Team of
the Year for the work done on the
Riyadh Metro and the excavation of
the Bolafios tunnel on the Madrid-
Galicia high speed railway line.

(4
December

November

We launched the campaign against
gender violence by creating a
human ribbon.

@ Contract for the processing and
marketing of recyclable material
from University Park, Texas. The
design of the waste treatment plant
in Dallas was awarded a Gold Medal
at the 2016 P3 Awards.

The Madrid Engineers Association
awarded us with the sustainability
and social responsibility award for
the SAMCEW project.

| _November |
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Analysis of the company'’s stock market information

EVOlutiOIl Of the StO Ck market @ Evolution of the share price 2015 (Coupling)
an d Share p].’ice Variation in the share price compared to year-end 2014

The IBEX 35 closed the year with a -2% decrease compared

to the -7% of the previous year. A year marked by milestones 20%
of various types and different origins, such as referendums, oil,

“Brexit”, Donald Trump's victory, interest rates and, in Spain,

sustained political uncertainly for much of the year, which led

to a negative year-end for the IBEX-35. 0%

The majority of world stock exchanges ended the year with
positive performances, such as Britain’s FTSE (+17.5%), the

Dow Jones (+13.4%) and the Nasdaq (+7.5%). 0%
- 0

Those recording losses include the Milan Stock Exchange

(-10.2%), which spent a year immersed in doubts generated

by its banking sector due to a lack of liquidity and some

political instability. -40%

-60%

s FCC e SectOr
Sector: ACS, Ferrovial, OHL, Sacyry FCC
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In 2016, FCC's share price went up almost 11% compared Evolution of the share price 2016 (Decoupling)
to the -2% fall of the IBEX 35. During this year, the listed price O
absorbed the capital increase that took place at the beginning
of the year, approved by the Board of Directors in December
2015, amounting to 709 million euros. Later, in the middle of
the year, the compulsory takeover of FCC by Inversora Carso
Group was finalised, and the latter now has a 61.11% stake
in the company’s share capital. As a result of the takeover,

on 28 July, FCC shares were no longer part of the IBEX35.

Variation in the share price compared to year-end 2015

While FCC share price in 2015 was in line with the general
trend for the sector, in 2016 FCC’s share price underwent a
positive cycle compared to the constant fall registered in the
sector (graph on page 21).

FCC ended the year with a capitalisation of 2,861 million
euros.

-15.0%

s FCC e Sector
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Trading

Total trading volume this year was over 528 million securities,

with a daily average of 2,055,344 shares, 108% more than
the daily average in 2015, due to both the capital increase
and the takeover. In yearly terms, 1.4 times FCC’s share
capital was traded.

Dividends

Since 2013, FCC’s Board of Directors has maintained the
policy of not paying out dividends.

This decision, unchanged in 2016, is framed within the
restructuring process that started in 2013, which seeks to
increase operational efficiency and to strengthen the balance
sheet and will have to be ratified by the General Meeting of
Shareholders to be held in the first half of 2017.

Treasury Stock

FCC Group does not make transactions with treasury stock
apart from those in the CNMV's framework agreement on
liquidity agreements, which aims to ensure liquidity and depth
for the share price in accordance with current regulations.
This liquidity agreement was suspended on 18 December
2015 due to the capital increase approved that month and
completed in March 2016.

When the capital increase was finalised, on 4 March 2016,
Inversora Carso announced it was launching a compulsory
takeover bid for FCC, and so, under section 2 b) of Rule Five
of Notice 3/2007 of 19 December from the CNMYV, from that
date the liquidity contract activity was suspended and this
has continued after the liquidation of the takeover on 28 July.

Altogether, as of 31 December FCC Group directly and
indirectly holds a total of 415,500 treasury shares, which
represent only 0.11% of the share capital.

Shareholders

FCC, S.A'’s shares use the book entry system and are listed
on the four Spanish stock exchanges (Madrid, Barcelona,
Valencia and Bilbao). According to the information on file in
Spanish National Securities Market Commission (CNMV)
records, on the closing date of the year the main shareholders
in the company were:

% of
Main Shareholders No. of Shares  Share Capital
Inversora Carso, S.A. de C.V. 231,504,295 61.11%
Esther Koplowitz 75,807,584 20.01%
William H. Gates Ill 21,729,431 5.73%

Thus, the estimated free float of FCC at year-end was 13%.
Its estimated distribution being:

e Spanish minority shareholders, 5.4%.
e Spanish institutional investors, 2.3%.
¢ Foreign institutional investors, the remaining 5.3%.

The composition of the free float (as a percentage), based on
the origin the shareholders is as follows:

Free float structure. In %. December 2016

57%

. 57% Eurozone

@ 20% United Kingdom

@ 23% United States

Source: Compiled in-house
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FCC's
businesses

Industry analysis
Environment FCC Environment Domestic

During 2016 the budgetary restraint trend of recent years has
) been maintained by the authorities that issue invitations to

Industry analysis 53

tender.
Activities and geographic areas o5 The local authorities in general have maintained current
Contracts 59 budgets without additional reductions. Large contracts from
the main Spanish cities tend to be to be split among more
than one contract winner and competitors without previous
presence in the industry are appearing in the market. In spite
of this situation, the services portfolio is 6,592.9 million euros
for the activities of street cleaning, the collection, transport,
treatment and disposal of waste, the maintenance of green
areas, the maintenance of sewage networks, beach cleaning

and energy efficiency services, among others.

Service excellence 64
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Recycling and converting waste into energy at Millerhill (Midlothian, Edinburgh).

FCC Environment
International

The environment sector in the countries where we operate

is undergoing a profound transformation process, due

to environmental requirements of national governments
driven by European directives and due to being subject to a
consolidation process, with an increase in concentration and
entry of new actors, mainly Chinese companies.

FCC Residuos industriales

FCC Residuos Industriales, the industrial waste division,
operates under the FCC Ambito brand. In the domestic
market, an increase in the production of industrial and
commercial waste was found throughout 2016, as was

to be expected in the current context of domestic GDP
growth. This aspect has been noted in FCC Ambito’s own
activity, with a significant increase in the tonnage managed.
However, this increase is still characterised by the intense
competitiveness established by the waste producers
themselves.

As for the United States, the market is characterised by its
stability, with great opportunities in the urban sector in both
collection and treatment. With regard to the industrial sector,
the producer’s co-responsibility for managing the waste
ensures the pursuit for quality services. A clear trend has been
observed regarding the concentration of companies through
mergers and acquisitions.
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Activities and geographical areas

AED

FCC Environment

provides environmental services

to 59 million peoplein more
than B ,000 municipalities

in 1 3 countries

In addition to Spain and Portugal, the geographical areas
where the environmental services area operates are the United
Kingdom, Eastern and Central Europe (EEC: Austria, Czech

FCC Environment is the FCC Group area that provides FCC Environment is structured in three divisions: Domestic/ Republic, Slovakia, Serbia, Poland, Hungary, Romania and
environmental services to 59 million people in over 5,000 Spain, International (United Kingdom, Central Europe, Portugal Bulgaria), the United States and Egypt.
munlglpal|tles in 11} countries. It hgs overla cgntury of . and Eg'ylpt),l and Indgstrlal Waste, which is algo responsible for FCC Environment manages nearly 24 million tonnes of waste
experience and this can be seen in the diversity of services the activity in the United States. .
rovided: collection. treatment. recveling. enerdy recove and produces over three million tonnes of recyclables and
provicect SOkt In 2016, FCC Environment's turnover reached 2,728.1 milion  fuel derived from waste (WDF) every year. It has more than
and disposal of urban solid waste, public street cleaning, ) ) . G ) .
: ) euros and the gross operating profit grew to 438.7 million 650 waste management facilities in operation, of which nearly
maintenance of sewage systems, maintenance and . i . . ) .
. . euros, which represents a 3.15% increase compared to 2015, 200 are environmental facilities used for treating and recycling
conservation of green areas; treatment and disposal of ) . ) , . . .
and in terms of turnover, the increase went from 14.% to wastes, including 10 waste to energy projects with a capacity

industrial waste, and the recovery of contaminated soils. 16.1%. of 2.6 million tonnes and 300 MW.
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FCC Environment Domestic in 2016, FCC collected
FCC provides environmental services in 3,670 municipalities ) 5.33 million

throughout Spain, serving a population of over 30 million

inhabitants, for street cleaning, the collection and transport, tonnes of waste
treatment and disposal of waste, maintenance of green areas,
maintenance of sewage systems, beach cleaning, among others. O Inhabitants served by FCC Environment in Spain and treatEd more than
During 2016, FCC collected 5.33 million tonnes of waste and O ° o
processed over eight million tonnes. 17 923 568 8 mllllon tonnes
15,956,988

FCC Environment‘s domestic turnover. 11,950,593

Geographical location

®

2.2%
L1_9% 5,344,206 5,238,593 4,638,746
1.5% 3,752,693
9 2,425,116 ’ ’
3 620/.9/0 e
o e -
41% 0.4%
’ 0 40/0 Usw Treatment Street Gardens Sewage Beaches Fountains Cleaning
5.3% e Cleaning buildings
’ 0.1%
(o)
6.3% Municipalities served by FCC Environment in Spain
@
r.2% 2,656
[o)
8.3% 11.7%
. 25.3% Catalonia 4.1% Canary Islands ‘ 1.6% Extremadura
@ 6% Maorid 3.6% Murcia @ 3% castie LaMancha
@ 11.7% valencia 2.9% Galicia @ 09% LaRioja
region
@ 3553% Andaiucia 2.3% Balearic @ o+% Velia
Islands 270
. 7.2% Basque . 2.2% Navarre . 0.2% Cantabria 65 122 113 77
Gountry — — 8
. 6.3% Aragdn . 1.8% Asturias . 0.1% Ceuta Usw Treatment Street Gardens Sewage Beaches Fountains Cleaning
5.3% Castile and Cleaning buildings

Leon
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FCC Environment International

FCC is one is one of the leading worldwide groups in the In 2016, the Internacional Environmental Services division
integrated management of urban solid waste and recovery turnover amounted to 1,179.1 million euros. Gross operating
of energy from waste. It applies innovative systems and the profit grew to 165.5 million euros, an increase of 5.08%
cleanest, most-advanced technologies in the provision of compared to 2015, and turnover went from 11.9% to 14.0%.

quality services that are sustainable over the medium and
short-term and adapted to customers’ needs. The International
Environmental Services division is present in the United
Kingdom, Eastern and Central Europe and North Africa. It
currently provides services in 11 countries: the United Kingdom,
Austria, Czech Republic, Slovakia, Hungary, Poland, Romania, 21,562,129
Bulgaria, Serbia, Portugal and Egypt.

Inhabitants served by the International Environmental Services division

International Environmental Services division Turnover.

Geographical location 8,865,795

®

5,290,796
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2.8% 9 1,261,500
0.6% 10.1% 23,000 0 44,000 285,100
0.5% ———
0.5% usw Treatment Street Gardens Sewage Beaches Fountains Cleaning
2.8% cleaning buildings
1.4% 12.9%
Municipalities served by International Environmental Services division
1.4% @®
1,290 1,276
65.8%
@ 65.8% United Kingdom (@) 2.8% Slovakia @ o6% sevia
128
@ 129%Czechrep (@) 1.4% Egypt @ o5% Portugal 54 - 0 5 20
. 10.1% Australia . 1.4% Hungary . 0.5% Romania
Usw Treatment Street Gardens Sewage Beaches Fountains Cleaning
@ 258% Poland @ 12% Bugaria cleaning buildings
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FCC Residuos industriales Soil decontamination Integrated management of industrial waste

. o . . In 2016, a soil decontamination plant was commissioned In 2016, FCC completed the work managing the abandoned
FCC Ambito specialises in industrial and commercial as part of the José Cabrera Nuclear Power Plant accumulation of waste in an old hazardous waste plant in
waste management, the recovery of by-products and decommissioning project. This innovative facility will make it Daimiel (Ciudad Real) and decontaminated it.

decontamination of soil. Through innovative solutions for
exploiting the resources contained in the various wastes,
FCC has become an important partner of industries and

possible to manage and treat soils affected by low or very low
radiation contamination, minimising the amount of radioactive
wastes that are generated by the decommissioning work.

Internationally, FCC Ambito has a strong presence in the U.S.A
where it engages in the collection and management of urban

businesses that, in line with the circular economy, carry out solid waste and industrial waste, and in Portugal, where it
their business activities ensuring environmental, social and In addition, the decontamination work on the Arganda del Rey Opel’a'[es through its Subsidiary Ecodeal.
economic sustainability. lagoon (Madrid) has continued, treating nearly 16,000 metric In 2016, FCC Ambito opened a new landfill site for the final

t . .
onnes disposal of hazardous waste at ECODEAL (Chamusca,

Portugal). The new landfill site implements the best technology
currently available for this type of facility, geared towards better
protecting the land and minimising the volume of leachate
generated.

FCC Ambito‘s turnover by country in 2016

7%

11%

82%

82% S'pain
. 11% United States

7% Portugal

Laguna de Arganda del Rey, Madrid. Espana
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Contracts

FCC Environment Domestic

During 2016, FCC was awarded 129 contracts in urban
services area, with a contract volume of 1,011.8 million euros.

Waste collection contract for the Madrid City Council:
contract awarded for a four-year term, with the option to
extend it an additional two years. The population served in
several districts in Madrid totals 1,026,514 inhabitants and
represents a portfolio of 227.5 million euros.

Contract for cleaning and maintenance of ornamental
fountains, for the Barcelona City Council: contract
awarded for a four-year term with the option to extend it an
additional two years. The population served totals 1,608,746
inhabitants and represents a portfolio of over 10 million
euros.

Contract for the maintenance of drinking and natural
fountains for the Barcelona City Council: contract
awarded for a four-year term with the option to extend it an
additional two years. People with difficulty joining the labour
market were hired. It represents a portfolio of over 2.9 million
euros.

Street cleaning contract for the Pamplona City Council:
contract awarded for a five-year term, with the option to
extend it an additional three years. The population served
totals 195,650 inhabitants and represents a portfolio of 37.2
million euros.

Extension of waste collection and street cleaning
contract for the Oviedo City Council: a five-year extension
was obtained for the contract under management since
2006 which serves 220,567 inhabitants. It represents a
portfolio of 87.7 million euros.

Contract for street cleaning, waste collection and
beach cleaning, for the San Bartolomé de Tirajana City
Council in, Gran Canaria: contract awarded for a 12-year
period, with the option to extend it an additional three years
in 2 municipality where tourism is of great importance. The
population served totals 53,829 inhabitants and represents
a portfolio of 37.2 million euros.

Contract awarded to manage the public services for
treatment, maintenance, conservation and operation

of the waste treatment facility in Aranda de Duero
(Burgos, Spain) for a two-year term, renewable for an
additional year. The turnover associated with the contract
will be approximately 2.1 million euros. This is a mechanical-
biological treatment facility with a treatment capacity of
35,000 tonnes/ year of USW.

Award of the sorting and sales services for waste from
Green-Dot-bearing glass containers in the Alhedin
recovery and composting plant. (ECOCENTRAL,
Granada, Spain), and in the integral urban waste
treatment facility in EIl Compello (Alicante, Spain) for

a 10-year term. The contract involves the installation of
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In 2016:
obtained 129 contracts

for urban services

Avolume of OVEYX OILEe villion

euros of global contracts

San Bartolomé de Tirajana beaches, Las Palmas. Spain

automated systems in these plants that will enable high
levels of efficiency in the recovery of glass container waste
which is received mixed with urban solid waste (USW). The
turnover associated with the contract will be approximately
4.2 million euros in the case of Ecocentral Granada,

and approximately 2.6 million euros in the case of the El
Campello Integral Urban Solid Waste Treatment Facility.
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Main contracts awarded in 2016
e USW Contract 1 West Madrid.

e USW, Street and beach cleaning in San Bartolomé de
Tirajana, Las Palmas.

e Cleaning and maintenance of buildings for Renault - Nissan
in Palencia, Valladolid, Seville, Torres de la Alameda, Avila
and Cacia (Portugal).

Street cleaning, Pamplona, Navarra.

USW and street cleaning, Rota, Cadiz.

Street cleaning, USW, Ecoparc de Crevillent, Alicante.

e Cleaning and maintenance of buildings for Renault - Nissan
in Barcelona and surroundings, Barcelona.

e USW and street cleaning, Olesa de Montserrat, Barcelona.
e Cleaning municipal schools, Barcelona, Contract 2.

e Management through concession of the Las Caldas Golf
Course, Asturias.

e Ornamental fountain maintenance, Madrid.

e Cleaning buildings, University of Zaragoza.

e Management of public lighting, Lepe, Huelva.

e Management of public lighting, Vigo, Pontevedra.

e Cleaning and waste collection at IFEMA, Madrid Trade Fair
facilities.

e Sewage, Ecociudad de Zaragoza.
¢ Cleaning buildings in San Sebastian, Guipuzcoa.

e Sorting and sales of Green-Dot glass container waste at
the Recovery and Composting Plant in Alhedin (Ecocentral
Granada), Granada.

Cleaning health care centres in Hellin, Albacete.
Cleaning of buildings in Ontinyent, Valencia.
Cleaning of schools in Elche, Alicante.
Collection of residual waste, La Rioja.

Maintenance of drinking fountains and natural fountains,
Barcelona.

USW and street cleaning, Campos, Balearic Islands.

Cleaning and maintenance of gardens, Villaviciosa de Odon,
Madrid.

Street cleaning and waste collection, Vizcaya.

Sorting and sales of Green-Dot glass container waste
at the Recovery and Composting Plant in El Campello,
Alicante.

Beach cleaning along the Guipuzcoa.

Container collection, Almeria.

USW and street cleaning, Ses Salines, Balearic Islands.
USW in Churriana de la Vega, Granada.

USW in the municipalities Els Ports and Alt Maestrat,
Castellon de la Plana.

Sewage - Contract 1 West Malaga.

USW, Padul, Granada.

CTD, Aranda de Duero, Burgos.

Street cleaning, Urnieta, Guipuzcoa.

USW and street cleaning, Valdemosa, Balearic Islands.

Transport and recovery and/or disposal of rejections from
the plant in Onda - Contracts 3 and 4, Castellon.

Steet cleaning, Pamplona, Navarra. Spain

e Street cleaning, Orio, Guipuzcoa.
e Cleaning buildings, University of Zaragoza, Huesca.

e Cleaning and painting of weighbridges or streetlights,
Madrid.

e Collecting residual and selective waste in the Region of
I’Anoia, Barcelona.
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FCC Environment
International

In 2016, the International Environmental Services divison was
awarded contracts from over 100 tenders for USW collection
services, selective collection, transport, treatment, disposal,
street cleaning, park and garden maintenance, recovery

of contaminated soils and contracts for the collection and
treatment of commercial and industrial waste. Distributed
geographically as detailed below:

Energy-from-waste plant in Greatmoor, United Kingdom

Main contracts in 2016

United Kingdom (FCC Environment UK)

e New municipal contracts and firm renewals:
— Contracts awarded: 17.
— Annual turnover: 59.9 million euros.
— Orderbook: 585.5 million euros.
— New contracts, C&l waste contract renewals and short-
term contracts: 428.8 million euros.
e Temporary awards of municipal contracts:
— Contracts awarded: 1.
— Annual turnover: 2.1 million euros.

— Orderbook: 14.3 million euros.

e Contract for treatment and disposal, in the county of
Norfolk (London). On 30 March 2016, FCC signed the
contract for the treatment and disposal of municipal waste
in the county of Norfolk to treat up to 100,000 tonnes per
year for a four-year term. To do this, FCC Environment has
a mechanical treatment and recycling plant. The contract
covers the provision of services to more than half of the
county (870,000 inhabitants) and an orderbook of over 47.8
million euros.

Contract for municipal waste collection and street
cleaning, for the Barrow City Council in Furness,
(Cumbiria). The contract was awarded to FCC Environment
Services for a seven-year term, with the option to extend it
another seven years. The population served totals 71,000
inhabitants and represents an orderbook of over 15 million
euros.

Contract to manage Recycling Centres in the Vale of
Glamorgan City Council (South Wales). Contract awarded
to FCC Environment for a three-year term with an option to
extend it another three years. The population served totals
127,000 inhabitants and represents an orderbook of over
3.5 million euros.

Contract to manage the transport of waste for the

PFI contract of RE3 awarded to FCC Environment.

The management of the transport of waste from the

Town Councils in the RE3 association of municipalities
(Bracknell Forest, Reading and Wokingham) in the PFI
contract awarded to FCC Environment (2006 to 2031),
which had been outsourced until 2016, and was subject to
public tender in 2016 at the request of the Association of
Municipalities. FCC Environment was awarded this contract
for a five-year terms with the option of extending it. Providing
these services in-house allows us to save costs and be
more efficient in the provision of the services for RE3 waste
transport to the Lakeside incinerator, FCC Environment’s
mechanical treatment plant in Sutton Courtneay and FCC
Environment’s incinerator in Greatmoor. To do this, tractor
trucks with sliding-floor semi trailers are used.
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e Contract to clean railway tunnels for OBB (Austria).

Central and Eastern Europe (FCC Environment CEE) Portugal (FCC Environment Portugal)

e New municipal contracts and firm renewals:
— Contracts awarded: 66.
— Annual turnover: 34.2 million euros.
— Orderbook: 124.8 million euros.

— New contracts, C&l waste contract renewals and short-
term contracts: 266.7 million euros.

e Contract for the waste collection and disposal for

the AWV Volkemarkt Association of Municipalities,
Carinthia, Austria. Contract awarded to FCC Environment
CEE for the collection and disposal of waste for the
Vokermarkt Association of Municipalities, with a population
served of 100,000 inhabitants. The contract was renewed
in December 2016 for a 12 year term and represents an
orderbook of over 20.5 million euros.

Contract for waste collection, AWS Schwechat
Association of Municipalities, Austria. Contract for the
collection and transport of urban waste for the municipalities
in Schwechat, which was renewed by FCC Envioronment
EEC for a five-year term in September 2016. The population
served totals 118,000 inhabitants and represents an
orderbook of 3.9 million euros.

Contract awarded in March 2016 for the cleaning of railway
tunnels with equipment that is specialised for this kind of
work. The contract is for a 2.5-year term and represents an
orderbook of 2.5 million euros.

e Contracts for USW collection, street cleaning and
garden maintenance, Prostejov City Council (Czech
Republic). FCC has been providing all municipal services in
the city of Prostejov for the last 10 years, and in September
2016 contracts were renewed for the collection of municipal
waste, street cleaning, winter services and park and garden
maintenance for an eight-year term with an orderbook of
more than 28 million euros.

e Contracts for the collection, treatment and disposal of
waste for large commercial and industrial clients (Czech
Republic). Contracts with clients such as Bosch, IKEA,
Ahold, Agrofert, Skoda, Penny, etc. for terms of two to five

years, with a joint orderbook of more than 10.8 million euros.

e Contracts for waste collection, treatment and disposal
for large commercial and industrial clients (Slovakia).
Contracts for collection and disposal such as Slovnaft, for
three-year terms, with an orderbook of more than 3.9 million
euros.

¢ Contract for the collection and transport of USW for the
City Council of Tarnobrzeg (Poland). Contract for waste
collection for the Tarnobrzeg City Council for a two-year
term, with a population served of 50,000 inhabitants and
an orderbook of 1.5 million euros. FCC is very active in the
region and has treatment facilities.

e New municipal contracts and firm renewals:
— Contracts awarded: 6.
— Annual turnover: 1.5 million euros.

— Orderbook: 5.4 million euros.

e Temporary awards of municipal contracts:
— Contracts awarded: 2.
— Annual turnover: 1.1 million euros.

— Orderbook: 5.5 million euros.

Contract for waste collection and transport for the
Association of Municipalities of Douro Superior. The
contract was awarded for the collection and transport of
waste for a five-year term. The population served totals
40,000 inhabitants and represents an orderbook of 3.6
million euros.

Street cleaning contract for the municipality of Oeiras,
Lisbon (Portugal). The contract for street cleaning for the
City Council of Oeiras was awarded for a five-year term. The
population served totals 40,000 inhabitants and represents
an orderbook of three million euros.
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In Spain, after 2016, one of the major milestones in our WEEE
recycling business was the signing of a contract to renew

the equipment in the processing of end-of-life refrigerators
and other refrigeration devices, located in Pont de Vilomara
(Barcelona), with an investment of nearly three million euros.

With regard to the recycling glass business, in 2016 the
“Tender for the award of the contract for the sale of glass
managed for the eco-friendly company for recycling glass
containers (ECOVIDRIO) in 2017” was won for the provinces of
Zaragoza, Huesca, Teruel, Castellon and Valencia, altogether
totalling 60,000 metric tonnes of this material.
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In the United States, new contracts have been won amounting to
96.4 million euros, thus increasing the portfolio by 20% to 500.9
million euros. The municipalities currently served are Houston,
Dallas, Orange County, University Park and more than 100 private
clients. In total, 2.2 million inhabitants are served and more than
250,000 tonnes of waste are managed.

The main contracts awarded were:

e Contract for USW collection in Polk County valued at
96.4 million euros.

e Contract for managing recoverable waste in University Park
for a five-year term.

Financial
Statements

X A

Triple About this
bottom line report

Corporate
Governance

4D

With regard to industrial waste, one example worth
mentioning is the authorisation received for a petroleum waste
management facility in Port Fourchon (Louisiana), which will
make it possible to receive waste generated in the petroleum
facilities in the Gulf of Mexico. The opening of this new
intermediate management facility increases and improves the
activity of this treatment plant located in Theodore, Alabama.

In Portugal a contract was awarded for the disposal and
management of 17,300 tonnes from an environmental liability
on the left bank of the Tajo estuary. It will be implemented in
the first half of 2017 and generate a turnover of three million
euros.
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Service excellence

At present, different groups of stakeholders are increasingly
concerned that companies should ensure compliance with
clients’ requirements as well as with those required by

laws and regulations. Therefore, it is increasingly important
for the company in general, and our area of business in
particular, to devote their efforts, not only to complying with
the requirements, but also to go beyond this compliance,
and establish commitments to improvement and adhering
to voluntary certification schemes to demonstrate the
effectiveness of these commitments.

Thus, the Environmental Services area has implemented

a management system based on the following standards:
UNE-EN ISO 9001 (Quality Management), UNE-EN ISO 14001
and EMAS (Environmental Management), OHSAS 18001
(Management of Health and Safety of Workers), UNE-EN ISO
50001 (Energy Management), UNE 166002 (Management of
R&D&l) and the Healthy Company Model.

Our management system ensures that the processes and
activities that our organisation carries out are managed
systematically and are aimed at fulfilling the requirements and
at continuous improvement, thereby generating confidence in

the different groups of stakeholders, both external and internal.

The main changes in the Management System in 2016
focused on the implementation of the ‘Visién’ computer tool
and the integration of R&D&I and the Health Company model.

Quality, environmental and energy management

Noteworthy milestones in 2016 in regard to certification were:

e Certification in Energy Management. The project for
implementing the Energy Management System began
in 2013, with the UNE-EN ISO 50001 certification of the
contracts at the central Barcelona office, and was extended
in 2015 to the Catalonia Il, Galicia and Murcia-Almeria
offices, finally it was extended to all offices in Spain by the
end of 2016. This is a milestone, given the broad scope of
the certification, which covers almost all the activity of our
business areas in Spain.

e Certification of the R&D&I Management System. During
2016, the R&D&I Management System was implemented
as certification in accordance with UNE 166002 was
obtained in November. In this regard, worth mentioning is
the participation of the Machinery Department with several
R&D&l projects related primarily to electric vehicles, and
that of the Waste Disposal and Treatment Department with
its Methamorphosis Project related to improving leachate
treatment processes.

In addition to the above, the annual certification process was
carried out, during which AENOR conducted its usual audits
in April and May 2016. This process has allowed our business
area to maintain the UNE-EN ISO 14001 9001 and UNE-EN
ISO 14001 certificates for another year.

e |n addition, during 2016, the external audit for maintaining
the “Q Turistica” certificate was conducted (in accordance
with the UNE 187004 Standard) on the Palacio de
Exposiciones and Congresos de Granada, S.A.

e The process of external validation of environmental
statements in 2016 has resulted in the EMAS (Eco-
Management and Audit Scheme) registers being maintained
for the following offices:

e Central Barcelona (ES-CAT 000280) file 1994/0241/NM/02,
on behalf of Fomento de Construcciones y Contratas S.A.

e Catalunya | (ES-CAT 000315) file 1994/0241/VM/03, on
behalf of Fomento de Construcciones y Contratas S.A. for
the contract for municipal waste collection, cleaning of the
sewage system, and street cleaning, RBU, in L'Hospitalet de
Llobregat (Barcelona).

e Levante | (ES-CV-000052) file 1994/0241/VM/ 04, on behalf
of Fomento de Construcciones y Contratas S.A. in the
Torrente, Benicarld and Quart de Poblet machinery park
contracts.

e Catalufia Il (ES-CAT-000415), on behalf of Fomento de
Construcciones y Contratas S.A. for the contract for RBU
and street cleaning in Reus (Tarragona).
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RBU lorry Madrid

FCC Residuos Industriales

FCC Ambito has a Quality and Environmental Management The industrial waste division continues its commitment to
System based on the ISO 9001 and ISO 14001 standards. increasing the training given to workers, with an increase of
In addition, at several workplaces, the Regulation (EC) nearly 11% in training credit consumption in 2016 compared
1221/2009 on eco-management and audit scheme EMAS I to 2015.

has been implemented. In 2016, internal on-site audits were
conducted at 100% of the facilities and external audits at
68%, including the division’s cross-cutting processes.
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Industry analysis
Wa-ter Domestic market

manageme nt In 2016, the slight recovery of turnover volumes that had

started the year before continued. The change was sharper in
coastal areas than in the interior, so there were more significant

Industry analysis 66 consumption increases in the Balearic and Canary Islands and
in parts of Andalusia, and slight declines or stagnation persist

Activities and geographic areas 70 in interior regions of the Spanish mainland. In global figures, the

Contracting 76 turnover volumes with a constant scope of consolidation grew

by 0.62% and revenue from own items rose by 2.55%.
Service excellence 79
With the formation of new municipal governments in June 2015,

in some towns there were political initiatives that put water
management services back in municipal hands. The impact of
these measures on FCC Aqualia’s contracts so far has been
less significant, and the legal framework in which our contracts
are drawn up does not suggest significant risks for our activity.
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Municipal water concessions in Spain

As far as municipal water concessions are concerned,
changes in the management of local governments may

entail a reduction in outsourcing, although it is expected that
the need to adapt to European and Spanish environmental
regulations will lead to an increase in the number of towns that
use public-private sector collaboration mechanisms for water
management.

With the formation of the new government in the last quarter
of 2016, there has been a reactivation of legislative initiatives
and the transposition of European directives. As of the date
of preparation of this report, Parliament is processing an
extensive amendment of the Public Sector Contracts Act. It
will have an effect on the industry, especially as regards the
solvency to be demanded of tender bidders, the adaptation
to the deadlines of the concessions, the review of the events
for claiming economic balances from concessions and of the
regulation of the system for reviewing contract rates. Also,

in March 2016, the Spanish Economy Non-indexation Act
was passed. Since then there has been no progress towards
the creation of a state level regulator, in spite of the strong
requests by all the players involved (trade unions, FEMP —
Spanish Federation of Towns and Provinces-, AGA).
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BOT concessions in Spain

Regarding Build, Operate and Transfer concessions,

FCC Aqualia estimates that private sector activity should
increase as a result of towns, regional bodies and the central
government having to face important challenges with limited
financial and technology resources. Climate change and
fund shortages make it necessary to invest in optimising the
existing resources, for instance in the reuse of waste water
and the creation of new water resources via desalinisation
technologies.

Following several years of relatively low public sector
investment, FCC Aqualia estimates that it will be necessary to
invest in new waste water processing plants and to improve
existing facilities to adapt to EU regulations and avoid possible
penalties. Such a scenario would require public and private
sector alliances in which companies such as FCC Aqualia

can build on their experience in the design, construction and
operation of water processing facilities.

Within the scope of hydraulic infraestructure works, in 2017 it
is likely that concession activities will commence on purifying
facilities at least in Castile-La Mancha and Extremadura, to
progress towards the fulfilment of the Waste Water Purifying
Plan, which is very deficient in country areas.
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Operation and Maintenance (O&M) activities
in Spain

Thanks to the important boost in the Operation and
Maintenance (O&M) sector in 2016, for 2017 we expect
important opportunities will arise in the Sanitation Boards of
Autonomous Regions where we expect to strengthen our
presence (Valencia, the Balearic Islands and Murcia).

The overall market volume for O&M activities in Spain was
estimated at over 500 million euros as of 31 December 2016,
and FCC Aqualia has a 10.3% share of the market.

FCC Aqualia will continue to support new R&D developments
to allow it to gain a competitive advantage, providing our
clients with solutions that take our offer beyond a merely
competitive price for the services we provide.

The operation and maintenance of facilities for the integrated
water cycle will keep tenders at a steady pace, because they
are not subject to electoral calendars and generally depend on
regional rather than local authorities.
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International market

The Americas Europe

During the year 2016, in the United States the main In Portugal, during 2016 virtually no new tenders were called
drivers of growth appeared to be water shortages, obsolete for the concession of municipal services. A reactivation of
hydraulic infrastructure, and the scarce penetration of private the concession business is expected following the municipal
sector operators in the industry. In Mexico, local entities elections in the last quarter of 2017, boosted by the budget
are increasingly concerned about the efficiency of their deficit of town councils and the need to invest in new

water services, which added to the limited volume of federal infrastructure. Although the privatisation of the state water
subsidies leads to new opportunities, mainly under the mixed company does not seem to be on the cards in the coming
enterprise setup. Besides this, the recent energy reform has years, local governments are looking for solutions to improve
led the national oil company to start a process to outsource their infrastructure for the distribution of drinking water and
its water services, in which FCC Aqualia is fully involved. New also their sewage facilities. Government concessions appear
desalinisation projects are likewise foreseen in Baja California. to be a possible option.

The industrial sector may also play an important role in the In Italy, the establishment of a national regulator to determine
development of new investments, especially in mining and the rates based on the principle of total cost recovery has
energy companies. improved the perception of the business by investors in

the market. This will serve as an incentive for new public

and private sector associations with local and regional
authorities. According to EU laws on waste water processing,
this will speed up the use of EU funds to implement new
infrastructures and to rehabilitate or increase the capacity

of existing infrastructures. New concessions appear to be
expected for northern Italy (Piacenza and Rimini), together
with the concentration of water management around larger
geographical units.

In Central and South America, growth prospects have grown
significantly due to insufficient water structures to cover the
growing needs of certain areas. Chile, Peru and Colombia

are the countries that will generate the largest business
opportunities in the short term, together with Paraguay and
Panama. In Colombia, business opportunities have been
detected in the management of integrated services under
municipal concession models, as well as for the design,
construction and financing of hydraulic infrastructure destined
to purifying waste water. In Peru, the government is evaluating
the efficiency of its utilities to allow the entry of private sector
companies wherever management indicators are lowest. In
Chile, the mining industry will present important business
opportunities in terms of water desalinisation for its operations.
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In the Czech Republic, the new regulatory framework
has eliminated the rates incentives that were applied to
investments on the part of companies owning assets.
That effect may be partially offset by the recognition, for
tariff purposes, of all the costs related to greater efforts in
the preventive maintenance of the hydraulic infrastructure
owned by operating companies. Tenders are expected for
the contracting of private water management and sanitation
in northern Bohemia and the southern part of the country,
together with likely new tenders for the lease of services,
without including investments by the operator.

In France, a large volume of activity is expected in the coming
years due to the end of contracts that have historically been
managed by large French water companies. The rupture of the
traditional barriers to entry in this market seems complicated,
but the current high prices of the water services provided

by traditional operators may prompt the local corporations
into changing to new operators. Likewise, the local
organisational structure, whereby public services are managed
in conglomerates, causes a new political environment of
management transparency and efficiency which is bound to
attract new management operators.

In the United Kingdom, water supply and sanitation services
are provided by private-sector companies that own the assets,
which are largely controlled by financial investors. Entry into
the market will take the form of providing high value-added
services to said companies.
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In the Balkans, the most prevalent business model is the
construction contract supported by European funds with
the goal of complying with European regulations in terms

of treating urban water. Private sector involvement is also
being considered for the financing of hydraulic infrastructure,
although we see a long road ahead before this is definitely
implemented.

North Africa and the Middle East

In North Africa, the desalinisation of sea water and the waste
water treatment appear to be good business opportunities in
the countries in which FCC Aqualia is present. This is the case
of Tunisia and Egypt. In Egypt, the country’s fiscal and trade
deficit, the high interest rates and limitations in the access

to hard currencies have led the government to adopt severe
economic measures such as the reduction of public expenditure
and the flotation of the Egyptian pound. These measures have
led the currency to devaluate by over 100% and to a standstill of
foreign investment in the country. Water shortages in Egypt have
led the Defence Ministry to call tenders for large desalinisation
plants to supply the population near the Mediterranean and

the Red Sea. Also, the enlargement of the Suez Canal and the
creation of new industrial and mining zones suggest that water
demand required for their development will continue to grow.

In the Middle East, where there are population growths of up
to 8% in year-on-year terms, the strong reduction of oil revenue
is forcing governments to withdraw subsidies and to resort to
private sector initiatives to develop its hydraulic infrastructure
projects.
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In Saudi Arabia the Saline Water Conversion Corporation,
which is responsible for water production in the country, is
launching a new desalinisation plan under the BOT approach,
and the National Water Company, which distributes drinking
water to the larger cities, will complete one or more of the
concession projects that it has been designing for several years
ago.

Oman will also continue to develop its desalinisation plan via
public-private sector initiatives, while in the United Arab Emirates
tenders are expected for the operation and maintenance and
even the construction of desalinisation plants.
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Activities and geographical areas

FCC Aqualia, S.A. and its consolidated affiliates make up the
third European private group dedicated to water management
in terms of population served, with over 23 million people

as of 31 December 2016, according to estimates by Global
Water Intelligence Ranking. It is the seventh largest company
in the world by population served.FCC Aqualia is a diversified
company, focusing on public and private sector needs in

all stages of the water cycle, supplying water for human,
industrial and agricultural use, ranging from the supply of
drinking water to the purifying of waste water.

The company provides services in Spain to over 850 town
councils and it also operates internationally, with projects
throughout Europe, Latin America, the Middle East and North
Africa. As of 31 December 2016, FCC Aqualia was present in
22 countries, with 7,764 employees across the world. Also,
its activities in the field of infrastructure management and
operation include the management of approximately 66,

FCC Aqualia provides
services in Spain

over 8 5 O town

400 kilometres of distribution networks, 2,709 water tanks,
760 waste water purifying plants, 21 desalinisation plants
for salt water and brackish water and 209 drinking water
treatment plants.

FCC Aqualia’s activity is characterised by the foreseeable
cash flow generation and largely foreseeable revenues due to
the long-term and recurring nature of most of the contracts.

The accumulated portfolio totalled 14,400 million euros at
year-end 2016, in other words 14 times the annual turnover,
without any significant contracts expiring in the coming years
and with 96% of the portfolio terminating after 2019.

FCC Aqualia is the only Spanish company able to provide
integrated solutions for all water management needs, both
for the public and the private sector, by offering economically
feasible and socially acceptable solutions. The company
carries out initiatives that are part of the environmental policy
of its parent company, FCC, with the goal of ensuring a more
efficient use of natural resources, a more rational use of
energy, and the identification of operational risks. FCC Aqualia
integrates corporate social responsibility (CSR) as part of its
daily operations, in an attempt to ensure that the social and
environmental aspects of its operations are not compromised
by its business decisions.
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Activities performed

FCC Aqualia is dedicated to several business activities related
to private water management, including both regulated and
unregulated activities:

Regulated activities

FCC Aqualia’s regulated water management activities are
governed by agreements whereby the company provides

its services within the framework of concession agreements
or using company-owned infrastructures, for instance in the
Czech Republic. These are long-term concession agreements
allowing FCC Aqualia to recover the initial investments that are
committed by contract.

FCC Aqualia generally invoices and collects payments from the
end client of Regulated Water Management Activities, thereby
covering the full service cycle. The rates it charges are adjusted
from time to time based on the evolution of the costs associated
to the provision of its services, using different mechanisms

for setting rates, for instance polynomial formulas, economic
reports and the CPI, according to the economic and financial
criteria established in the contract.

Contracts for regulated water management activities may be for
periods of up to 25 years.

FCC Aqualia has a high success rate in the renewal of its
contract portfolio. In 2016, it renewed over 90% of the contracts
expiring during the year. Structural insolvency is low (0.66% in
average terms), directly collecting payment from the end user.



04

Letter from FCC Group. FCC Group Performance Corporate Social Connecting Smart services Exemplary
the Chairperson Business model strategy in 2016 Responsibility citizens commitment
Letter from the CEO atFCcC

71 - FCC_Annual Report_2016 - Performance in 2016 - FCC's businesses - Water management - Page 6 of 17

Municipal water concessions
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Municipal water management
concession granted to
FCC AQUALIA, S.A.

FCC Aqualia’s municipal water concessions mean that the
municipality grants the company not only the responsibility of
the operation and maintenance of water resources but also the
financing and management of all the required investment.

Municipal water concessions are generally characterised

by the presence of strong barriers to entry and the need

for large initial investments. On the other hand, municipal
water concessions are comprehensive concessions that are
usually for a long period, and they also include assets that
are fully owned by FCC Aqualia, for instance SmVaK in the
Czech Republic, which does not have an expiry date and is
characterised by a high degree of legal regulations.

In terms of the financing structure of projects, here is an DEBT
illustration of the procedure for establishing a municipal water
financing

<

DEBT SERVICE

This may require the preparation of a master plan for the
delivery and financing of the infrastructure works via rates
established for the clients.

There may also be a contractual obligation to pay a royalty
to the town council, whether annually (per cubic meter
invoiced) or an initial fee when signing the agreement.

FCC AQUALIA, S.A. / SPV

TOWN COUNCIL

Tenders awarded

Water catchment
Processing drinking
water

Quality control
Network maintenance
Operating facilities
Collecting waste water
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Waste water treatment
Performance tests
Reading consumption
Invoicing water
consumption,
applicable rates
Collecting payments

Collection of charge
from client
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BOT concessions

FCC Aqualia’s BOT concessions imply the delivery of “build-

operate-transfer” projects, through which a public entity grants

FCC Aqualia the right to develop and operate a public works
facility or concession on a long-term basis for a given period.

These concessions are generally characterised by the
existence of strong entry barriers and large initial investments
with specific project financing structures. They generally
feature long-term operations with medium or high degree of
legal or regulatory supervision.

Unregulated activities

FCC Aqualia’s unregulated activities include both EPC and
Operation and Maintenance (O&M) contracts of the following
types:

e Desalinisation activities, including the development,
operation and maintenance of salt and brackish water
treatment plants.

e \Wastewater activities, including the development, operation
and maintenance of wastewater treatment plants and
systems for processing municipal and industrial effluents.

e |ndustry-related water activities, including the application of
integrated solutions for processing and spillage water.

¢ Drinking water activities, including various treatments to
produce drinking water.

e Water reutilisation activities, including the development
of tertiary processing plants for municipal and industrial
purposes.

e Water and sewage activities, including cleaning and
maintenance of water and sewage networks.

Raceways for growing microalgae.

EPC activities

Many of the Engineering, Procurement and Construction
projects developed by FCC Aqualia are related to O&M
contracts and investment commitments related to regulated
water management activities.

In relation to EPC contracts, FCC Aqualia is mainly involved in
the engineering stage and in the procurement of specialised
equipment, whereas the construction activities are normally
entrusted to partners specialising in civil works construction.

Operation and Maintenance (O&M) activities

FCC Aqualia’s O&M activities imply the delivery of operation
and maintenance projects, whereby the contracting entity

grants FCC Aqualia the right to provide O&M activities related
to existing water assets or infrastructure.

By virtue of the agreements regulating these O&M activities,
FCC Aqualia provides services for the operation and
maintenance of a number of assets linked to the water cycle,
such as drinking water plants, processing plants, distribution
networks, pumping stations, sports facilities and irrigation
networks. These are short-term contracts that do not require
an initial investment.

O&M activities are generally characterised by the fact that
there are not many entry barriers and investment requirements
are low.
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International market

In 2016, 24.5% of FCC Aqualia’s revenues were generated

in international markets, with operations in 22 countries, in
Europe, Latin America, the Middle East and North Africa. At
present, FCC Agualia has ongoing contracts in Portugal, Italy,
Czech Republic, Serbia, Bosnia, Montenegro, Kosovo, Poland,
Algeria, Tunisia, Egypt, Saudi Arabia, Abu Dhabi, Qatar,
Mexico, Colombia, Uruguay and Chile.

Poland
Czech

Republic
Romania

Italy
o @ Serbia e
Montenegro |

Egypt _ _
Algeri Saudi Arabia
geria .
Mexico . o Jatar|
UAE

o Colombia|

Bosnia-Herzegovina

Portugal

| Tunisia

India

Ecuador

Chile .
Uruguay

@)
24.5%

of FCC Aqualia’s revenues
were generated in international markets
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Europe

In 2016, 87% of revenues in Europe came from regulated
water management activities, while 13% were the result of
unregulated activities. Europe accounted for 61% of FCC
Aqualia’s international revenues in 2016. In Europe, FCC
Aqualia’s business activities are concentrated in the Czech
Republic, Italy and Portugal.

Latin America

In 2016, 16% of revenues in Latin America came from
regulated water management activities, while 84% originated
from unregulated activities. Latin America accounted for 24%
of FCC Aqualia’s international revenues in 2016. FCC Aqualia
is involved in two BOT arrangements in Mexico:

e |t owns a 49% stake in a BOT concession including the
design, financing, construction, operation and maintenance
of an aqueduct for the State Water Commission of the state
of San Luis Potosi.

e |f holds a 25% stake in a BOT concession including the
design, financing, construction, operation and maintenance
of an aqueduct for the State Water Commission of the state
of Querétaro.
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In 2016, EPC activities were responsible for the majority

of revenues from unregulated activities in Latin America.

In Mexico, one of the most relevant projects carried out
during this period was the aqueduct for the Water System of
Cutzamala, administrated by the National Water Commission
and supplying drinking water to 50 towns in the state of
Mexico, the capital of which is Mexico City. Another project
delivered in 2016 was the installation of 25 wells and pumping
plants in the state of Zacatecas for a gold mine managed by
its industrial client, Minera Pefiasquito. In Chile, FCC Aqualia
built a water treatment plant in the metropolitan area of
Huechun, in connection with the mining activities conducted
by the Chilean state mining company, Codelco. In Uruguay,
FCC Aqualia executed the construction of the underwater
discharge outlet of Punta Yeguas, which takes treated
wastewater from Montevideo to the sea.

Middle East and North Africa

In 2016, 52% of revenues in the Middle East and North
Africa originated from regulated water management activities,
mainly from BOT concessions, and the remaining 48% came
from unregulated activities. The Middle East and North Africa
accounted for 15% of FCC Aqualia’s international revenues in
2016. O&M activities in the Middle East and North Africa are
developed under performance based contracts with relatively
high margins and for periods ranging from three to ten years.
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Contracting

FCC Aqualia has been the successful bidder or has extended
service concession contracts when they expired involving the
integral water cycle, achieving a very high loyalty rate (94.4%)
in the towns in which it operates.

In the domestic market there was not much activity in terms

of municipal concessions, partly due to the presence in town
councils of groups opposed to public-private collaboration and
also because of the political uncertainty generated by the time
it took for the central government to be formed. In any event,
tenders for O&M services remained at normal levels and the
following contracts stand out:

Madrid (Madrid), O&M service of the EDAR (Waste Water

Treatment Plant) of La Gavia, awarded by Canal de Isabel
Il for a 4-year period and a contract volume of 11.5 million
euros.

Madrid (Madrid), O&M service of the EDAR of Valdebebas
(lot Il), awarded by Canal de Isabel Il for a 4-year period and
a contract volume of 6.3 million euros.

Zalla (Biscay), operating, maintenance and conservation
service of the ETAP (Drinking Water Treatment Plant) of
Sollano-Zalla, pumping station of Ibarra (Zalla) and pumping
station of Berron awarded by the Bilbao City Council for a
4-year period and a contract volume of 4.6 million euros.

Puebla de Don Fabrique (Granada), municipal concession
for the management of the water supply, sewage and waste
water treatment service for a period of 20 years and a
portfolio worth 4.6 million euros.

EDAR (Waste Water Treatment Plant) of La Gavia, Madrid. Spain

e San Cristobal de Segovia (Segovia), municipal concession for
the integrated management of the water service for a period

0
of 15 years and a contract worth 4.5 million euros. 94’4 /0 1°YaltY rate
in the towns in which

e |lanes and Ribadedeva (Asturias), operating, maintenance .
FCC Aqualia operates

and conservation service for the public sanitation systems,
awarded by the Water Supply and Sanitation Consortium of
the Princedom of Asturias (CADASA), for a 4-year period and
a contract volume of 3.9 million euros.
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The following stand out among the renewals, enlargements
and extensions of the contracts managed by FCC Aqualia in
Spain:

e La Adrada (Avila), municipal concession for the drinking
water supply and sanitation service for a period of 15 years
and a contract worth 8.3 million euros.

e Guijuelo (Salamanca), construction and operation, for a term
of 21 years, of infrastructure in the town worth 13.0 million
euros, awarded by the Guijuelo Town Council.

e Ebro Corridor (Zaragoza), water supply operating services in
the province of Zaragoza: Zaragoza and Ebro corridor and
lower part of the Ebro River in Aragén, awarded by Aguas
de las Cuencas de Espafia, S.A., for a period of 2 years and
a contract worth 2.9 million euros.

e Vigo (Pontevedra), maintenance of the facilities and
operation of the indoor swimming pools of Traviesas,

e | avadores, Teis and Valadares, of the Vigo City Council,
for a 1-year period and a contract worth 2.8 million euros,
awarded to a UTE (joint venture) in which FCC Aqualia holds
a 50% stake.

Costa Brava (Gerona), purifying services awarded by the
Costa Brava Consortium to a UTE in which FCC Aqualia
holds a 37.5% stake for a 2-year period and a contract
worth 26.2 million euros.

Ibiza (Balearic Islands), concession for the municipal water
supply and sewage service for a period of 1.2 years and a
contract worth 11.1 million euros.

Nigran (Pontevedra), management of the municipal water
supply and sanitation service for a 5-year period and a
contract totalling 10.0 million euros.

Rota (Cadiz), management of the town’s water supply
service for a period of 4.2 years with a contract worth 9.5
million euros.

Santiago del Teide (Santa Cruz de Tenerife), management of
the municipal water supply service for a 5-year period and a
contract of 9 million euros.

Yecla (Murcia), management of the municipal water supply
service for a 4-year period and a contract worth 4.9 million
euros.

Pola de Lena (Asturias), integral management of the
municipal water supply and sanitation service for a period of
5 years and a contract totalling 4.2 million euros.

Sant Antoni de Portmany (Balearic Islands), management of
the municipal water supply and sewage service for a period
of 1 year with a contract worth 3.9 million euros.

Santa Eularia des Riu (Balearic Islands), management of the
municipal water supply and sewage service for a period of 1
year with a contract worth 3.2 million euros.
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The year 2017 sees the end of concession contracts that the
company has been fulfilling in the integral water cycle with an
annual turnover of 47 million euros, as well as O&M contracts
worth 30 million euros. Renewal rates are expected to be
similar to those of 2016.

Also nearing termination are a number of relevant contracts
operated by other companies in the industry (in Lugo,
Pontevedra, San Cugat, Manises, Requena, Villareal,
Fuengirola...). This means that the market will be more active
this year and therefore more contracting opportunities should
be available.

FCC Aqualia expects to continue advancing in the
development of new activities, supplementing or ancillary
to those representing its core activity, such as: O&M and
adaptation of water plants (processing and drainage) for
industries, Smart City Services (remote control, remote
management, telemetering...).
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Water deposits in Casablanca, Zaragoza. Spain

In the international market, FCC Aqualia has been very active
in international tenders in various areas, particularly the
following:

¢ In the European market, it contracted the management
of the sanitation and water purifying service of the town
of Dolni Lutyne in the Czech Republic for a 5-year period
through its affiliate SmVakK, and it was awarded the contract
for the construction of the sanitation and wastewater
treatment system of the city of Berane in Montenegro,
worth 10.9 million euros.

¢ In North Africa, Egypt’s Defence Ministry awarded FCC

Aqualia, through its affiliate FCC Aqualia Intech S.A., a
contract for the design and construction of a reverse
osmosis desalinisation plant in El Alamein, with a capacity of
150,000 cubic m/day, worth 114.6 million euros.
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¢ |In the Middle East a contract was secured for the

modification of the water networks and services affected
by the construction of line 6 of the Metro in Riyadh (Saudi
Arabia), amounting to 12.6 million euros. Bids have also
been submitted in Bahrain, Oman and the United Arab
Emirates, which are yet to be awarded as of the date of
drafting this report.

In Latin America, FCC Aqualia won important awards in
Colombia, Ecuador, Mexico and Chile. Below are the most
relevant among these contracts:

— Contract for the design, construction, supply and
installation of equipment and the assisted operation of the
enlargement of the of El Salitre wastewater treatment plant
in Bogota, with a total contract volume of 377.4 million
euros, which was awarded to a consortium in which FCC
Aqualia participates through its affiliate FCC Aqualia Intech
SA with a 30% stake.

— Contract for the design, construction and operation
of the San Silvestre wastewater treatment plant in
Barrancabermeja (Colombia), amounting to 33.9 million
euros. FCC Aqualia holds a 50% stake in the consortium,
likewise through its affiliate FCC Aqualia Intech S.A.

— In Ecuador, a contract was obtained for the construction
of the Ambato sewage water treatment plant and the
sewage collector system worth 23.4 million euros, with a
60% stake in the consortium, through the subsidiary FCC
Aqualia Intech S.A..

— In Texcoco (Mexico), a contract was secured for
the modernisation, start-up and operation of the
Contracorriente wastewater treatment plant, worth 4.7
million euros, also through the affiliate FCC Aqualia
Intech S.A.
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In the ongoing policy of seeking efficiency in our company’s
operational management, we must underscore the efforts
carried out in 2016 to reduce costs. The Central Procurement
Dept. renegotiated the electricity supply contracts, reviewing
the conditions of the power contracted, adapting the
processing schedules and improving the hydraulic efficiencies
in the catchment and distribution networks, which has led to
a reduction of the water volumes purchased and of power
consumption.

Our network of accredited laboratories has been restructured,
focusing the new distribution on the search for greater efficiency,
both in operational and economic terms. Likewise, we have
implemented measures geared to setting up district-level

teams for the sewage cleaning tasks, controlling and reducing
the work outsourced to third parties, renegotiating the bank
fees for handling the collection of invoices through the bank,
incentives and new campaigns to boost the use of electronic
billing (eliminating the use of paper and the associated costs),
speeding up the processing resulting from regularisations due to
customer fraud that is detected.

Likewise, in 2016 we reinforced our social action and
dissemination campaigns. We signed many agreements with
town councils and pursued regulatory amendments to prevent
the risk of cutting off the water supply to customers under

the risk of social exclusion, and the industry’s employers’
association signed an agreement with UGT, the trade union,

to protect jobs in the industry both in the public and private
sectors, and two Industry Sessions were held in Seville and
Toledo to disseminate the benefits of public and private-sector
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collaboration and management models in the water industry.
We also communicated widely about our R&D& initiatives.

Customer services

For FCC Aqualia it is essential to extend the company’s
commitment to society, seeking the goal of excellence in
customer service. The company intends to stand out in the
market by developing services adapted to tis users’ needs.

Average payment collection period (months)
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During 2016, progress continued in terms of gearing the
strategy towards end users, particularly focusing on the quality
of the channels used to interact with our customers.

In this respect, the customer management area implemented
the Balanced Scorecard management tool, allowing us to
link strategies and key goals with performance and results.
This has allowed a continuous improvement of processes,
until reaching an average payment collection period of 2.89
months.

Dec. 2011 Dec. 2012 Dec. 2013

Dec. 2014 Dec. 2015 Dec. 2016
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Also in 2016, a campaign was started to promote the use

of electronic billing and to gradually do away with paper
invoices. As a result there was a 73.9% increase in the number
of customers who help to preserve the environment, with
122,014 of them choosing to receive their invoice in digital
form.

The task of minimising the difference between the water
supplied into the network and the volume actually consumed
is an essential goal for a company such as FCC Aqualia. To
achieve this, besides continuously updating networks to keep
water leaks to a minimum, plans are designed to be able to
detect the fraudulent use of drinking water. This year 9,359
cases of fraud were detected totalling 2.9 million euros. In
addition to these actions, 143,496 metering devices were
renewed in many different contracts.

Customers have increasingly higher expectations regarding
the quality of their interactions with the company. In order to
fulfil these expectations, in 2016 FCC Aqualia went a step
beyond in customer service, going from a multi-channel offer
to provide all its customers with an omni-channel experience in
their relations with the company.

The onsite and online office, telephone assistance and mobile
device channels have been integrated so that all of them

are inter-related in real time. That way customers who have
started communication by any of these channels can switch to
another channel if they wish to do so, without changing their
experience as a customer of the company.
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aqualia contact

95.62%
Positive satisfaction rate

among Aqualia Contact customers

The telephone assistance service, through the Customer
Services Centre (Aqualia Contact), allows users to take care of
things without having to go to an office, and also contributes
to considerably reduce the time required to solve breakdowns
in distribution networks. The short time customers have to
wait to report an incident (24/7/365 service) triggers off a quick
and efficient action protocol to solve any type of incident in the
network, which leads to improved water distribution efficiency.
This customer service facility, available in six languages
(Spanish, Galician, Catalan, English, German and French),
received 729,282 calls in 2016. Surveys were conducted

with 235,242 customers of Aqualia Contact to measure their
level of satisfaction, of whom 170,308 rated assistance as
excellent, 36,234 as very good and 18,399 as good, therefore
the positive satisfaction rate reached 95.62%.
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The corporate website www.aqualia.com, available in five
languages, provides global information on the company.

It also has links to local sites, to various municipal water
services provided by FCC Aqualia, with more local and
customised information on the company’s presence in the
municipality concerned. Through FCC Aqualia’s corporate
and local websites, access is provided to the aqualiaOnline
virtual office, where customers can handle service-related
matters in the same way as they would at an onsite office or
by phone.

Since 2011, the aqualiaContact and aqualiaOnline channels
have been certified with the UNE- ISO 27001 Standard,
“Information Security Management Systems’, meeting

the security goals established by Law and ensuring the
commitment to keeping our customers’ data secure, as well
as the integrity, availability and confidentiality of said data.

% of claims over total contracts

@

6.000
4.825 4.763 4.910
4.213
4.000
2.000
0
Dec. 2011 Dec. 2012 Dec. 2013 Dec. 2014

During the year 2016, FCC Aqualia provided its customers
with a new communication channel, SMARTaqua, an
application for mobile devices. This App allows customers
to handle everything related to the services provided by the
company, whenever and wherever customers want it, in the
easiest and most comfortable way, providing a global view
of their inter-relations with the company. This new channel,
just like the ones stated above, interacts in real time with
the computer systems, giving customers an omni-channel
experience in their relations with the company.

The efficiency of all the customer relations channels has
enabled the number of claims to drop even lower, reaching
the lowest levels of the historical series in 2016.

72
- 3.365

Dec. 2015 Dec. 2016

It should be noted that the average response time for claims
is 16 days and the average time for installing a meter, from
application to registration, is seven days.

Although the capacity to set rates and regulate the services
provided in the integral water cycle in Spain lies exclusively
with the Administration, at FCC Aqualia we actively promote
social action mechanisms in the rates and solidarity funds for
underprivileged users. We have also improved our coordination
with the City Councils’ social services to protect customers at
risk of social exclusion.

Lastly, it should be noted that in 2016 FCC Aqualia
renegotiated with the main Spanish banks the fees they
charge for direct debiting customer invoices, with an average
discount of 57.9%. The reduction of bank charges will be
reflected in next year’s financial statements.

% LaApp

para tus gestiones

_del agua

y aqui y ahora
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Sustainable management

FCC Aqualia continues with its strategy to Create Shared
Value, heeding the expectations of our stakeholders and
further developing the tools allowing us know and measure
our social and environmental impact, supporting our creation
of economic value and increasing our competitiveness
(calculating our social and environmental footprint).

Specifically, in 2016 work has been done on the following
aspects:

1. Adapting the Management System to the structure of the
new versions of the ISO 9001 and ISO 14001 Standards,
which were published in 2015.

2. Adapting the Management System to the company’s new
functional and territorial organisation.

3. Climate Change. During the year 2016 we updated the
calculation of the Carbon Footprint of all FCC Aqualia’s
activities, registering it at the Ministry of Agriculture, Food,
Fisheries and the Environment’s Carbon Footprint Registry
on 9 August 2016 and with Code 2016_00_a200, verified
by AENOR, the Spanish Association of Standardisation
and Certification.

The Report on Greenhouse Gases is done according to
the requirements of the UNE-EN ISO 14064-1 Standard:
‘Greenhouse gases - Part 1: Specification with guidance
for quantification and reporting of greenhouse gas
emissions and removals’.

In response to the entry in force, in February, of Royal
Decree 56/2016, on Energy Efficiency, during the year we
continued to implement the plan agreed to with AENOR,
as an adaptation to compliance therewith, and this has
allowed us to certify the entire organisation according to
the ISO 50001 Standard. To this end, Energy Audits were

planned in 78 contracts with an aggregate consumption of

over 293,000 MWh, representing 85% of the company’s
total consumption, as required in the regulations in force,
to communicate to the relevant bodies of the various
Autonomous Regions. The bases have been laid down to
carry out a Carbon Footprint compensation project.

Environmental Management. Establishment of a
systematic environmental approach in Caltaqua, with
the implementation and certification of the ISO 14001
Standard at a pilot installation.

Business continuity.

* Analysis pf the convenience of the implementation
and integration of the applicable standards: ISO
31000 (Risks), ISO 27001 (Information security), ISO
22301 (Business Continuity), ISO 55001 (Assets), ISO
22000 (Food Safety Management), EN 15975-1 (Crisis
Management) and EN 15975 (Security of Drinking Water
Supply), Water Safety Plans (PSA, OMS-IWA).

e Analysis of Applicable Laws: Critical infrastructures,
Drinking Water Directive, Data Protection Statute
(LOPD), etc.
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6. Involvement in Standardisation Committees and Expert
Groups: Standardisation Committee of the Service
Excellency Model of AENOR, CEN/PC 420. AEN/ CTN
309 on Horizontal Service Standards and AEC’s Customer
Experience Committee.

One of FCC Aqualia’s fundamental goals is the continuous
improvement via an Integrated Management System that
includes both the quality management of the processes,
products and services and environmental management,
publishing these types of reports with the purpose of
facilitating the verification of the GEI inventory, thereby
furnishing transparent information to its stakeholders.
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FCC Construction
Infrastructure

FCC Construction 83 Ind'IJ.St].‘Y AnaIYSiS

Industry Analysis 83
Activities and geographic areas 88 Sp dln
2016 Contracts 9 Demand has changed over recent years. Investment in
Industrial activity 101 infrastructure in Spain has been drastically reduced as a
. result of the economic crisis. An early forecast for 2017
FCC Concesiones 103 anticipates a level of public investment in infrastructure similar
Domestic 103 to that of the previous year. The forecast for the next two

. years is to maintain investment at 1.9% of GDP, which is
International 105 0.9% less than the European average of 2.8% of GDP.
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In response to information provided by the European
Commission’, it is estimated that the ratio of investment/
surface area per population in the 1995-2016 period was
significantly lower than that of France and Germany (17%

and 24%, respectively) and substantially less than those of
Italy and the UK (58% and 91%, respectively). Forecasts

from the European Commission for 2017/2018 put Spain in
the penultimate position of the investment ranking of the EU,
ahead of Portugal, with a value (1,660 euros/km? per million
inhabitants) 32% lower that the investment ratio of the past 22
years. These figures show that this forecast increases the gap
between Spain and our main European partners: during the
period forecast, public investment valued in terms of area and
population increased 32% in the UK, 20% in Germany and 1%
in France. In the case of ltaly, the ratio experienced a decline
of 17%, substantially far from 32 per cent reduction expected
for Spain.
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According to data from SEOPAN, the volume of tendered
public works in 2016 was 2% higher than that of 2015, and
showed greater strength in construction with an 11% growth,
compared to the 3% in that of civil works.

In general, it is estimated that the residential construction
sector will maintain a more positive picture, showing a slight
acceleration of activity throughout 2017. Civil engineering
works, after the short period of slight recovery, returned to
negative growth, experiencing a fall close to 4% in 2016.
The outlook for 2017 is determined by the need to continue,
and even intensify, the process of fiscal consolidation, which
probably will require further sacrifices in public investment.

With reference to the labour market, the loss of over 1.75
million construction jobs in Spain, representing 55% of the
existing positions, between 2008 and 2014 must not be
forgotten. However, the last two years have been good for
employment and unemployment. Over the last 12 months,
unemployment decreased by 541,700 people in 2016,
according to the Labour Force Survey (LFS). Meanwhile,
employment grew by 413,900 jobs, and the construction
sector adding 20,800 jobs.

"Winter 2017 forecast. Directorate General for Economic and Financial Affairs. European Commission.

22016 constant euros invested per km? and million inhabitants.
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Europe

United Kingdom
e Construction sector

— The construction industry in the United Kingdom grew

again in 2016, since Brexit had less impact than expected.

— Construction is expected to increase by 0.7% in 2018
and 2.2% in 2019, according to the Construction
Products Association (CPA). It is anticipated that, until
2019, growth will be driven primarily by increased activity
in infrastructure and an increase in the construction
of private homes; these positive results would offset
the declines expected in commercial and industrial
construction.

e Factors to watch: Brexit negotiations, especially in
relation to the construction labour force and infrastructure
investment by the government to strengthen the economy.

Romania
e Construction sector

— In 2016, the construction sector decreased 4.8%
compared to 2015, due to the reduction in infrastructure
works. In contrast, the residential construction market
recovered significantly.

— In September 2016, the Romanian government adopted
its General Master Transport Plan for Romania (“TMP”),
which it hoped would be a significant boost to the
development of the transport, railway, land, naval, air and
multimodal transport infrastructure in Romania during the
next 15 years. The approval of the TMP is also a condition
for receiving funds from the European Union.

¢ Factors to watch: the fight against corruption remains
a problem in Romania, and the government is under
increasing scrutiny.
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Portugal

e Construction sector

— ltis anticipated that the construction sector will increase
by 2.6% in 2017, a return to growth after a 15-year decline
which caused the sector to fall 3.3% last year. Construction
is expected to benefit from overall economic growth, as
well as public investment, in anticipation of local elections
to be held during this year. According to forecasts, non-
residential construction should grow 3.1 per cent thanks
to the 5% increase in public spending which affects this
sector, while private construction in this segment will
grow 2%.

e Factors to watch

— Economic performance, local elections (September
or October 2017).
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Latin America

Mexico
e Construction sector

— It is anticipated that the decrease in the price of oil and the
impact of the fall of the Mexican peso on construction will
result in a slowdown of the sector in 2017.

— Donald Trump being elected President of the United
States and claims to “withdraw” from the Free Trade
Agreement (NAFTA) have generated concern.

e Factors to watch
— The relationship between the United States and Mexico,
the costs of fuel and oil.
Peru
e Construction sector

— Itis anticipated that the construction sector will grow
approximately 3.7% in 2017.

— After taking office in July, the new president is expected to
meet his promises to accelerate the delayed infrastructure
works with a total investment of 18 billion USD.

e Factors to watch

— The construction of delayed infrastructure and the non-
resolution of the problems related to corruption.

Colombia
e Construction sector

— The construction sector is one of the fastest growing in
South America. In 2016, it registered a 4.1% growth.
This growth is partially due to 4G infrastructure project,
amounting to 24 billion USD, which includes investment
in several large projects related to the construction of
motorways, to the extension of transport infrastructure,
energy, basic services and affordable housing projects.

e Factors to watch

— The pace of the infrastructure plan.

Panama
e Construction sector

— Public investment in Panama are expected to total
5,119 USD millions this year, which represents one-
quarter of total public investment for the current
five-year period.

e Factors to watch

— Itis anticipated that the country’s growth in GDP will be
the largest in all Latin America.

Exemplary
commitment
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North America
USA

e Construction sector

— The Dodge Construction Outlook report for 2017 notes
that the beginning of works in the USA. will be increased
in 2017 by 5% reaching 713,000 million USD, after slow
growth in 2016.

— There will be special emphasis on the one billion USD
promised by President Trump for infrastructure over the
next 10 years, especially on how he will get the funds for
such investment. The private sector could benefit from
incentives to handle some of the work, thanks to tax
credits amounting to over 18 billion USD. Growth is also
expected in PPPs (Public-private partnerships).

— There will be emphasis on the construction of new
infrastructures and the repair of important already existing
assets that are generating safety concerns. Additional
investments for bridges and water supply systems as
well as wastewaters, have been subject to considerable
criticism.

e Factors to watch

— Clarity on infrastructure spending by President Trump.
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Middle East Industrial activity

In the industrial sector, FCC Industrial moves in various

Saudi Arabia Qatar subsectors, ranging from manufacturing to operation and
e Construction sector e Construction sector maintenance, as well as the design and construction of,
) , . ) ) L industrial facilities.
— Growth of 1.9% is expected for this year, an improvement — Qatar’s 2017 budget outlines sustained spending in vital
over 2016. The construction market remains the largest sectors such as healthcare, education, infrastructure and The economic situation in Spain has stabilised and there is
in the Cooperation Council for the Arab States of the Golf transport, which will consume most of the new budget, some growth in certain sectors, such as the construction and
(GCQ). almost half the total spending, of which USD 13 billion automotive sectors, which positively affects the evolution of
— The Vision 2030 and the associated National Plan for have bgen reserved for ihfrastrgoture projects in 2017. our business.
) ) , These include construction projects for the 2022 FIFA . i . . . .
Transformation, launched in 2016, are key to opening World Cup Internationally, oil prices are affecting large projects in the oil
the infrastructure market, with the potential of private ' and gas and fossil-fuel-based power generation sectors, but
investment in the transport area to reactivate the sector. In — The Qatari government’s plan to introduce a law governing  there is some growth in renewable energies in Latin America
September 2016, the government also enacted extensive public-private partnerships (PPPs) is a positive sign of and the Middle East and in Europe in waste recovery, sectors
tax reforms which cut subsidies and salaries in various greater opportunities for the infrastructure market, which in which FCC Industrial is present as part of the diversification
sectors. is currently expanding. of activities and markets strategy.
¢ Factors to watch ¢ Factors to watch
— Currently, a review is being conducted of government — Infrastructure related to the 2022 FIFA World Cup; the
contracts worth USD 69 billion and there are signs that a labour market.

third of them could be ruled out.
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Activities and
geographic areas

FCC Construction

FCC Construccion is the infrastructure division of FCC Group.
Its activities cover all areas of engineering and construction,
and it is a leader in the construction of civil works (roads,
railways, airports, hydraulic works, maritime works, tunnels
and bridges) and construction (residential and non-residential:
hospitals, football stadiums, museums and offices).

It is the fourth-largest construction company in Spain and
among the largest in the world. It has proven track-record in
implementing projects under the concession regime, and it
also has a group of Companies dedicated to the industrial
sector, energy, grouped together under the same brand FCC
Industrial, as well as other activities related to the construction
sector.

New terminal building in Mexico DF airport

Railway Infrastructure

. . Metr
In 2016, the railway transport sector advanced slowly in etro

Spain due to the reduction in investments related to the Most significant ongoing works: 2, which will be ready in 44 months. Along the line five-
plans for the expansion of the high-speed railway network. carriage trains will run with state-of-the-art technology,
However, progress continued on the construction of new that will allow them to consume less energy and guarantee
metro lines in the Middle East and North and South America. efficient operability. It will have a capacity to transport on
average 16,000 passengers per hour and will be adapted
for people with disabilities.

* Panama Metro. Progress on the delivery of Line
2 (Panama). The contract involves the design and
construction of civil works, ancillary line facilities and
stations, supply and installation of the complete railway
system, including rolling stock and commissioning of Line
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e Lima Metro. Line 2 and Line 4 branch (Peru). The project
involves the design, construction, financing, operation and
maintenance of the Lima Metro Line 2 and Line 4 branch,
which goes to the airport, for an amount totalling 3.9 billion
euros. Line 2 will be 35 kilometres long and cover Lima’s
east-west axis from Ate to Callao. Once operational, its 35
stations will provide services to more than 600,000 people a
day, which will save up to 90 minutes on their journeys. For
its part, the Line 4 branch linking the capital to the airport
will run along an 8-kilometre tunnel, from Avenida Faucett to
Nestor Gambetta. Financing for the Lima Metro was given
an award in February by the Project Finance International
magazine.

e Riyadh Metro. Lines 4, 5 and 6 (Saudi Arabia). The
project includes the design and construction of Lines 4, 5
and 6 and will have 25 stations for which 64.6 kilometres of
metro tracks, 32.3 kilometres of viaducts, 22.68 kilometres
of underground tracks and 9.3 kilometres of ground-level
tracks. In June, FCC finished drilling the first section of the
tunnel for Line 5 (the Green Line) for the Riyadh Metro, which
covers 1.2 kilometres.

e Doha Metro. Red Line (Qatar). The project includes the
construction of a section of the Red Line for the Doha Metro.
The section will comprise three elevated stations and extend
6.97 kilometres. The project also includes burying a section
of the urban motorway that currently exists at the entrance
of the city of Al Wakra. This is FCC'’s first major works in this
Emirate. At present, the works are 70% complete. In 2016,
the design and construction of the civil works for the viaduct
and the structure of the stations were completed.

e Toronto Metro. Highway 407 Station and Northern
Tunnels (Canada). This is an underground inter-modal
station measuring 165 metres long, 22 meters wide and 23
metres deep, with a central platform and three levels (two
underground and one on ground level) with a bus terminal
and an outdoor car park with 600 parking spaces. By the
end of 2016, it will be 97% completed.

Railway

High Speed

FCC Construction has taken part in the construction of a
signifiant part of the 3,000 kilometres of Spain’s high-speed
railway line, one of the most advanced and largest in the
world. It also has worked on more than 700 kilometres of track
doing renovations of the existing conventional network.

Pajares Tunnel (Spain)

The most significant ongoing works are:

Pajares tunnels (Spain). The work is concentrated inside
the Pajares tunnels along their 14,817 metres (for the
western tunnel) and 14,836 metres (for the eastern tunnel).
They make up the most technically complex work done on
the high-speed Ledn-Asturias line, that connects Madrid and
the larger capitals of Castile and Leon with the main cities in
Asturias.

Mediterranean Corridor rail link (Spain). It is part of the
Madrid-Barcelona-French border high-speed railway line.
The works consist of assembling the superstructure track
between Vandellos and Secuita (Camp Tarragona station)
and all necessary work for implementation of the line. The
section has a 65.2-kilometre-long dual track on which trains
travel at 220 kilometres per hour.
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Accesses to the Sagrera station

High-speed Madrid-Extremadura railway trackbed for
the Alcantara Reservoir-Garrovillas section (Spain). The
works consist of the construction of a new 6.2-kilometre
dual high-speed railway trackbed. An important element is
the viaduct over the River Aimonte, which is 996 metres long
and whose main arched central span under the upper deck
measures more than 384 metres long.

High-speed Madrid-Extremadura railway trackbed for
the Arroyo de la Charca-Grimaldo section (Spain). This
is the construction of a 6,406 metres-long high-speed
railway track including four viaducts, two underpasses, one
overpass and thirteen cross drainage structures.

North Vigo accesses (Galicia, Spain). The project consists
of the construction of civil works at the rail yard in the same
location as the current station, but a height that is 15 metres
lower due to the route chosen for accessing Vigo.

Vilarino-Campobecerros section, left track (Spain).

The section includes the construction of two parallel single-
track tunnels, each measuring 6,700 metres long and each
excavated using a single-shield TBM and the construction
of 18 connecting and emergency galleries between the
tunnels. In December 2016, FCC completed the excavation
of one of the tunnels, and the completion of the works is
estimated to take place by the end of 2017.
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Motorways, dual
carriageways, roads and
urban roads

Most significant ongoing works:

Vallirana bypass, (Barcelona, Spain). The works for the
Vallirana bypass, which is 2,400 metres long, include a
tunnel with two tubes, one for each direction and measuring
1,400 metres each.

Road link to Jumilla Yecla for the A-33 dual-carriageway
(Murcia, Spain). Subsection of the A-33 dual carriageway in
Murcia (subsection 2), which measures 7.5 kilometres long.

Widening of TF-5 road (Tenerife-Canary Islands). Urban
road section measuring 2.2 kilometres that will serve as a
connection between the TF-2 motorway and Principe de
Espana Avenue.

La Aldea - El Risco road (Gran Canaria, Canary Islands).
Construction of a re-mapped conventional road measuring
10.15 kilometres, limited at each end by the population
centres of La Aldea de San Nicolas and El Risco in Gran
Canaria.

Aguas Santas tunnel (Portugal). Construction of the
Aguas Santas tunnel (near Porto). The project consists of
the construction of a new gallery measuring 367 metres long
with a maximum 24-metres overburden.

Maintenance of the Pan-American highway. Chorrera-
San Carlos section, in the province of West Panama
(Panama). The project consists of 53 kilometres of the Pan-
American Highway and is carried out in the province of West
Panama.
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e Work on the third section of the southern access to Alto

Hospicio/access to Iquique (Chile). In July 2016, FCC
began the construction work for section three that will link
the towns of Iquique and Alto Hospicio in Chile. The project
includes improvements, accessibility and connectivity in the
city of lquique, in the Alto Hospicio-Alto Molle sector.

Urban Sector Conversion Works (Chile). Route 5
Concession, Santiago Los Vilos (Chile). In 2015, the
Sociedad Concesionaria de la Autopista del Aconcagua
awarded the contract to widen the motorway from three to
four lanes in each direction, as well as for the construction
of service roads, link road modifications, cross drains and
pedestrian walkways.

Toyo tunnel (Colombia). Last October, FCC was awarded
the contract for the design, construction, operation and
maintenance of the Toyo tunnel, located between the
municipalities of Giraldo and Cahasgordas, some 500
kilometres northwest of the capital, with a new route
measuring 40.84 kilometres long in two-way direction

and one lane in each direction. Once completed, this
infrastructure will be the longest of its kind in Colombia. In
2016, progress was made on optimising the design of the
tunnel regarding the demands of the users and public client.

Expansion of Cafas - Liberia highway (Costa Rica).

In mid-2016, FCC Construction in Costa Rica concluded
the Canas - Liberia section of the Inter-American Highway,
which measured more than 50.610 kilometres. The works
doubled the highway, turning the two-lane road into a four-
lane highway. This widening makes it the first highway in
Costa Rica to meet the Meso-American corridor standard.

Bridges

Most significant ongoing works:

Gerald Desmond Bridge, Los Angeles (United States).
The project includes the design and replacement of the old
bridge and the construction of the new bridge in the Port of
Long Beach, Los Angeles. The new port has a main cable-
stayed span of 305 metres long, positioned 61 metres over
the Long Bead port’s back channel. FCC is progressing on
the construction of the two unique tower columns, which are
approximately 155 metres high, that will support the cable-
stayed part deck of the 305 metres of main span. Sixty-four
per cent of the work has been completed.

Mersey Gateway Project (United Kingdom). Design,
construction, financing, maintenance and operation of the
Bridge over the River Mersey in Liverpool (United Kingdom),
which measures 2.13 kilometres long and will serve over
80,000 vehicles daily. The most unique element of the
contract is the cable-stayed bridge, which is one kilometre
long and 42 metres wide and has a maximum height of 125
metres. The project also includes the remodelling of seven
kilometres of access roads, 2.5 kilometres of motorway and
the renovation of other 4.5 kilometres of motorway, along
with different links roads. In February 2016, FCC completed
construction of the first deck of the northern access viaduct.

Almonte viaduct (Spain). The viaduct is 6,265 metres long
and is part of the Madrid-Extremadura-Portuguese border
high-speed railway line. In October, the structure of the high-
speed railway arch bridge with the world’s largest span. It is
996 metres long has a 384-metre centre arch span.

Gerald Desmond Bridge, Los Angeles (United States)
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Hydraulic works

Most significant ongoing works:

e Enciso dam on the river Cidacos, La Rioja (Spain).
This is a straight gravity dam with an approximate volume
of 0.6HM?in the its body. The work will improve the supply
of water for domestic, agricultural (up to 8,000 hectares)
and industrial use.

Castrovido dam, Burgos (Spain). This infrastructure,
which is currently about 85% complete, has a capacity
of 44 cubic hectometres. The dam will facilitate the water
supply to more than 30,000 people and will improve

the availability of irrigation for 6,000 hectares, with the
consequent social and economic benefits.

Heightening of the Yesa dam, Navarre (Spain). The
construction of the dam body continues. This work will
allow the reservoir capacity of the current Yesa dam to
triple to 1,500 cubic hectometres.

Decontamination of the Flix reservoir, Tarragona,
(Spain). The work on this project, located in the region of
Ribera d’Ebre, will remove over a century of toxic material
dumped into the River Ebro from industrial activities. The

works include complementary activities such installing Castrovido Dam, Burgos (Spain)

emergency supplies for towns located downstream of Flix

and, thus, the prevention of the risk of pollution and the ¢ Dredging of the river Bogota (Colombia). The works
protection of the Sebes natural reserve, located on the consist of the relocation and reinforcement of existing lateral
bank opposite the factory. retaining walls, as well as the deepening and widening of the

river, including dredged material with some contamination to
be treated prior to being sent to landfill sites.
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e Completion of the expansion of the Port of El Callao
(Peru). The work consisted of extending piers 5 (560
metres long) and 11 (280 metres), in order to increase the
berthing capacity and build new facilities.

e Completion of the Port of Agu works (Brazil). The
project consisted of the construction of the TX-1 terminal
for the Brazilian port of Acu located in north-eastern Brazil,
an area that produces 85% of the country’s oil and gas.
The work included the construction of a caisson pier 2,438
linear metres long. A noteworthy element of these works is
the construction and transport of 11 caissons built in Spain
and moved to Brazil on semi-submersible vessels.

Non-residential construction

Most significant ongoing works:

e Conference and Exhibition Hall, City of Le6n (Spain).
This building is divided into two unique buildings: the
Conference Centre and the Exhibition or Fairgrounds Area.

Salamanca Hospital (Spain). This work involves the
design and execution of the Salamanca University Hospital,
which will be implemented in three phases. With a gross

Port of Callao, Peru

Maritime WOI‘kS built area of 183,433 square metres, the new building is
expected to house 957 beds, 25 operating theatres and
Most significant ongoing works: e Santa Cruz de la Palma Coast, Santa Cruz de la Palma, 815 rooms.
e New Port of Granadilla, Tenerife (Spain). The project Canary Islands (Spain). The main purpose of the project e LaLinea de la Concepcion Hospital, Cadiz, (Spain):
consisted of the construction of an exterior breakwater is to create a new beach on the Santa Cruz de la Paima construction of a new hospital building consisting of six
measuring 2.51 kilometres long. shoreline to meet demands from in the city and improve the interconnected blocks.

protection of its waterfront, often affected by breaking waves
in storms.
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e Lleida UPSM Hospital, Lerida (Spain). Ongoing e San Juan de Dios, Bormujos Teaching and Research

construction works with a succession of contracts
awarded for different phases: construction of a new
hospital building of approximately 12,500 m?. It has 86
rooms, 126 beds, common areas, chapel and conference
room.

Ciudad de la Salud (Panama). This healthcare complex
project includes the design, development, construction,
financing and equipment of the facilities for Panama’s
Ciudad de la Salud healthcare complex. The facilities will
have a surface area of 220,000 square metres and will be
equipped with 49 operating theatres, 200 consulting rooms
and 1,709 beds, thus becoming the leading healthcare and
hospital facility in the region of Central America due to its
equipment and functionality.

Rehabilitation of the Carlos Lopes Palace (Spain).
Rehabilitation works for the building, renovation of the
entrances and exterior gardens. Among the main work
done was the replacement of the existing roofing with a
metal one and the repairing of the tiles on the facades.

La Cartuja Technological University, Seville (Spain).
Construction of building that houses several technological
research and development spaces for the University of
Seville.

Hotel Torre Sevilla, Seville, (Spain). Renovation of the
interior of the current Torre Sevilla to make it into a 5-star
luxury hotel.

Campus, Seville, (Spain). Construction of a rectangular-
shaped research building consisting of a ground floor, two
more floors and a basement.

Phase 3 EUIPO headquarters, Alicante, (Spain).
Construction of Phase 3 of the EUIPO (EU Intellectual
Property Office) headquarters. Construction of two office
buildings with capacity for 150 workstations and 111
parking spaces.

New Atlético de Madrid Stadium (Spain). The project
consists of the expansion and construction of Atlético
Madrid’s new Wanda Metropolitano Stadium. The facility will
have a total of 145,721 square metres and have a capacity
for more than 67,000 fans. The roof is a unique element and
sets the stadium apart from other European sports facilities
designed in recent years. It is made of a 6,000-tonne steel
structure and covers 83,053 square metres.

e Contract for public domain properties, City of Madrid
(Spain). Framework agreement for the reform, repair,
maintenance and demolition of heritage buildings belonging
to the Madrid City Council. The main actions carried out
in 2016 worthy of mention are the implementation of the
Centre for Woman, in the former Rubén Dario school, the
refurbishment of the municipal building next to the trade fair
area in the Casa de Campo and the stands and lighting of
the covered athletics track in the Gallur Sports Centre.

Residential construction

Most important ongoing works:

¢ 129 homes units in Cornella de Llobregat, Barcelona
(Spain). In August, we began the construction of a two-
tower residential building over a common car park with a
total of 129 homes with parking and storerooms.

120 homes, Elche, Alicante (Spain). In October, we were
awarded the contract for the construction of a building
with 120 social housing units, 88 parking spaces and retail
premises for the City of Elche’s municipal developer.

Nuevo Tres Cantos housing estate, Madrid, (Spain).
A housing estate on 329 hectares, of which one hundred
hectares are reserved for residential use for 8,000 homes.

e Parc Sagunt housing estate, Sector 4, Valencia (Spain):
The urban development works for Parc Sagunt, Sector 4
were recommenced in September 2016.

¢ Via Parque de Alicante housing estate, Alicante. (Spain).
Construction project for an urban road linking Lorenzo
Carbonell Street with Deportista Joaquin Blume Street.

¢ Torre de Madrid homes (Spain). Demolition works, related
structure and exterior joinery for the Torre de Madrid in
Madrid’s Plaza de Espana. The works will be done from the
basement to the ninth floor with views to a future upgrade
for its use as a luxury hotel.
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—@ FCC Industrial

FCC Industrial is the company that specialises in the
implementation of projects in the industrial sector; it operates
in the following lines of business:

¢ Industrial construction
— Turnkey projects (EPC)
— QOil pipelines
— Specialised construction

¢ IRMS
— Electromechanical installations
— Electrical networks and substations
— Energy efficiency and maintenance
— IT systems

e Infrastructure maintenance

¢ Industrial manufacture

The following projects in which FCC Industrial has participated
in 2016 are worthy of mention:

Turnkey projects (EPC)

e Double containment cryogenic LNG tank, with a capacity
of 30.000 cubic metres, in Pori (Finland) for Skangas.

e Underground dual high-voltage circuit with fifteen MV
(medium-voltage) lines and a seven-bay GIS substation in
Campeche (Mexico) for CFE.

e Two substations with 73 kilometres of overhead single-
circuit line and 23 kilometres of overhead dual-circuit line,

each having 115 kilovolts, in Tamaulipas (Mexico) for CFE.

e Single-circuit high-voltage overhead line with 114 metal
towers and 45 kilometres of conductors and fibre optic
cable in Colombia for EPM.

e Modernisation of two 115-kilovolt substations in Colombia
for ESSA (subsidiary of EPM).
Industrial construction

e Samalayuca-Sasabe gas pipeline (Mexico). Construction of
the 36-inch-diameter pipeline measuring 610 kilometres.

e Remodelling of airport and fire hydrant system in Dublin
Airport (Ireland).

e Compressed natural gas compression station for EMT in
Madrid.

Electromechanical, control and
communications installations

e Lines 5 and 6 of the Riyadh Metro (Saudi Arabia).

e Electromechanical installations for hospitals in Salamanca
and La Linea de la Concepcion (Cadiz).

e Expansion of the beacon lighting at the airfield in El Prat
(Barcelona) and Santiago de Compostela airports for AENA.

e Comprehensive renovation of gallery management systems
and installations for the Madrid City Council.

¢ Rehabilitation and upgrading of buildings, installations and
equipment in the Teatro Real in Madrid.

e Renovation of the flight control centre for Enaire in Las
Palmas de Gran Canaria.

e General refurbishment and remodelling of the building and
installations for the Hermanos Revilla building (Madrid).

e Mallorca Council Data Processing Centre (Balearic Islands).

e |nstallation of sections of radar for the Catalonian Transit
Service (various locations).

Railway installations

e Drafting of the construction projects, construction
of the works, conservation and maintenance of the
safety installations, interlocks, train protection systems,
centralised traffic control, auxiliary detection systems, fixed
telecommunications, GSM-R and protection and safety
installations for the Monforte del Cid-Murcia section of the
Madrid-Levante high-speed railway line.

Constructions of the works, conservation and maintenance
of the safety installations, interlocks, train protection
systems, centralised traffic control, auxiliary detection
systems, fixed telecommunications, GSM-R and protection
and safety installations for the Vandellés-Camp de Tarragona
section of the Madrid-Barcelona-French border high-speed
railway line.

Design and construction of the Civil Protection facilities for
the Figueres-Barcelona tunnels.
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Energy efficiency and maintenance

— Replacement of meters and implementation of remote
management in Seville for Endesa.

e Renewable Energies:

— Operation and maintenance of the 50-megawatt
solar-thermal power generation plant in Palma del Rio
(Cordoba) for Guzman Energia.

— Inspection of measuring equipment and installing
equipment for Endesa Distribucion Eléctrica.

Comprehensive maintenance of infrastructure and building
facilities: Malaga Airport, Campus de la Salud in Granada,
Hospital La Candelaria in Tenerife, Hospital Son Dureta in
Mallorca, National Library, Royal Theatre, Cervantes Institute,
Torre Castellana, Barcelona Metro Line 9, other buildings
owned by REALIA, Prisa Group headquarters and other
buildings and infrastructure.

— Operation and maintenance of the 50-megawatt solar-
thermal power generation plant in Villena (Alicante) for
Enerstar Villena.

— Operation and maintenance of two, 10-MW photovoltaic
power plants in Espejo (Cordoba) for Helios Patrimonial |
and Il.

* Blectrical networks: — Traffic management systems:

— Maintenance and construction new low and medium-
voltage distribution networks in the areas of Pozuelo/
Villalba, Albacete, Ledn, Zamora, Toledo and Levante for
lberdrola for the January 2014 to June 2017 period.

- Systems in the Monrepds tunnels on the border in
Huesca for the Ministry of Public Works.

- Systems on several motorways in Catalonia for Cedinsa.

- Systems on the ER-1 motorway in Madeira (Portugal)
for Vialitoral.

— Maintenance and construction of new construction works
for new low and medium-voltage distribution networks in

Madrid and Segovia for Gas Natural Fenosa. — Lighting - Energy Efficiency:

— Maintenance of substations for Gas Natural Fenosa in

. - Comprehensive and integrated activities for the
Ciudad Real and Toledo.

maintenance and operation of public lighting for city
councils, which includes investments designed to
improve the energy efficiency of the installations via
measures for saving, metering and control of energy
consumption.

— Maintenance and construction of new medium and
high-voltage distribution networks in the Barcelona
area: districts 5, 6, 7, 8, 9 and 10 - Sant Adria - Santa
Coloma - Badalona (Central Catalonia division) for Endesa
Distribucion Eléctrica during the June 2013 - January
2017 period.

Triple About this Financial Corporate
bottom line report Statements Governance
X"a"q" D

IT systems

e Operations planning tools, TOPFAS, for NATO'’s Information
and Communications Agency.

e Monitoring and reconstruction of air operations system for
the TLP, Tactical Leadership Programme. Air Force Logistics
Support Command.

e Helicopter trainer for the State Traffic Department.

¢ Replicas to simulate the controls for gunmen on the Army’s
Centauro, Pizarro and RG-31 armoured vehicles.

e System for simulating sea port operations for the Port
Authority of the Bay of Algeciras.

e Comprehensive port activity simulation tool (Optiport)
developed in collaboration with the Port Authority of the Bay
of Algeciras.
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Supply of railroad sleepers

Industrial manufacturing. Industrial manufacturing.

e Detailed construction project design for the track of the

Corporate image

In the corporate image-related business, FCC operates under
the Megaplas and Megaplas Italia brands.

In 2016, major clients like BP Qil in Spain, Portugal and France

have returned to Megaplas’s portfolio. At year-end, Megaplas
had worked with 25 petrol service stations to launch the
programme, which is expected to last five years.

In the automotive sector, in 2016 Megaplas was named to
supply and install the first pilot car dealer for Nissan’s new
corporate image in Spain and also the implementation of this
new image in ltaly and France.

With regard to Alfa-Jeep’s new corporate image, in 2016
Megaplas implemented the new corporate image in a total

of 276 car dealers in over 15 European countries like Spain,
Portugal, France, Belgium, Italy, Holland, Hungary, Greece,
Poland, Slovakia, Czech Republic, Germany, Switzerland and
Morocco. The programme will run for the next two years.

Prefabricated materials

In the prefabricated materials business, FCC operates under the
Prefabricados Delta brand.

Some of the most significant works include:

e Contract for the supply of bi-block sleepers for the
connection of the Seville Metro’s Line 1. To do this, a new
reinforced concrete bi-block was designed, developed
and put into production to provide an alternative to a
construction solution that was being carried out with
products from other countries.

e Supply of post-stressed concrete pipe with sheet metal
coating and flexible joint for the Port of Ferrol sewage
network.

e Supply of reinforced concrete pipe for the irrigation area in
central Extremadura for the Ministry of Agriculture.

e Supply of polyester with glass fibre pipes with a flexible joint
for the pipes replacement works in the modernisation of the
irrigation in the Canal Irrigation Community of Aragon and
Catalonia - Soses.

e Supply of GRP pipe for the irrigation area of the Riafio
reservoir.

new railway access: Levante, Madrid - Castile La Mancha,
— Community of Valencia — Region of Murcia. Section:
Monforte del Cid — Callosa Tunnel.

e For the Line 1 connection of the Seville Metro to Alcala de
Guadaira, in 2.016, 8,421 bi-block sleepers for the metro
have been supplied for the ballast.




04

Performance
in 2016

Letter from
the Chairperson

FCC Group.
Business model

FCC Group
strategy

Letter from the CEO

Infrastructure maintenance.
Matinsa

In 2016 Matinsa had a turnover of 67.64 million euros, 1.1%
more than the previous year. In 2016, Matinsa was awarded
contracts totalling 29.88 million euros, with an orderbook
pending completion of 97.99 million euros. FCC Group works
in the sector through Mantenimiento de Infraestructuras, S.A.
(MATINSA) in the following business areas:

Motorways and roads

Maintenance of 4,720 kilometres of roads and 87 kilometres of
Spain’s metropolitan network belonging to various government
agencies (Ministry of Public Works, autonomous regions,
provincial councils and local regional councils), as well as
1,700 kilometres of roads in Portugal.

This activity is carried out in various locations. The service
includes such tasks as:

e The service to control a total of 52,115 kilometres of tunnels.

e Supervision and care in the event of accidents and
incidents.

e Winter road services, for which MATINSA has a fleet of 50
snowploughs.

e The systematic maintenance of installations for the supply
of electricity, lighting, ventilation and tunnel control,
miscellaneous signage and traffic lights.
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¢ The establishment of inventories, creation of an agenda
of information on road conditions, support activities for
operation and safety reports.

e Carrying out the work necessary to maintain the elements
on roads at the appropriate levels of quality.
Maintenance of transport systems

Matinsa manages the maintenance of city tramways in the
following cities:

e Zaragoza, since 2016, with a length of 12.8 kilometres and
28,000,000 passengers/year.

e Murcia, since 2011, with a length of 28 kilometre of railway
roadbed and 4,665,263 passengers/year.

e Malaga Metro since last year with a length of 12 kilometres
and 5,000,000 passengers/year.
Hydraulic infrastructure maintenance

Maintenance of hydraulic infrastructures in the River Arrago
irrigation basin, including 178 kilometres of canals and 9,300
hectares of irrigation land.
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Environmental Services
Contracts awarded this year include:

e Environmental conservation of La Herreria Forest in the
municipality of El Escorial (Malaga) for National Heritage.

e Management of recycling points in National Heritage
historical gardens.

¢ Renewal of the River Manzanares conservation service
where it passes through the municipality of Madrid for the
City Council.

e A forest fire prevention and extinction service in the eastern
area of the Madrid Region, with a total of 234 professionals,
eight heavy duty forest fire engines, fifteen lightweight fire
engines, two high mobility vehicles and a helicopter.

e Forest fire prevention and extinction service with heavy
machinery for the Region of Madrid.

e The contracts awarded this year include the stabilisation of
slopes on Riveira beach in the municipality of Mifo.
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2016 Contracts

FCC Construction

Significant contracts awarded in 2016:

Bucharest Metro. Line 5 Magistrala. (Romania).

Contract for the construction of the superstructure and the
electrification, railway architecture and installations in both
tunnels and stations of the Magistrala Metro line amounting
to 223.37 million euros. It includes a 6.1-kilometre section of
the main line that includes nine stations and a 0.9-kilometre
branch line that connects to another station/depot where
the line’s carriages are stored.

Activities on the train road bed for Line 8 of the Madrid
Metro between Mar de Cristal and Barajas stations
(Madrid). This is a project to update drains, replace blocks
and consolidate service and evacuation galleries. That work
has a budget of 3.1 million euros.

Implementation and maintenance of the support and
guidance system for the infrastructure for the Madrid
metro tracks (Spain). The purpose is to control and recover
the geometric parameters of the track superstructure, as
well as the supervision, replacement and maintenance of the
main elements. The contract covers approximately 50% of
the Madrid Metro network. The project has an investment of
8 million euros.

New railway access, access and shipping roads in the
Port de Barcelona, Barcelona (Spain). In April 2016, the
contract for the new railway accesses were awarded by
the Port Authority of Barcelona. The work consists of a first
phase with the connection of the Port of Barcelona’s rail
infrastructure to the rail access managed by the Ministry of
Public Works.

Maintenance of the Iberian gauge lines of the
conventional train network. Management of Burgos,
Aranjuez and Cordoba (Spain).

Improving the structures along the Madrid-Sevilla high
speed train line, Part 1. Structural upgrading of new
bridges, corresponding to the Mora maintenance base
(Spain).

Urban renovation of the Alameda de Cervantes and
adjacent urban spaces in the city of Lorca, Murcia
(Spain). Urban renovation of the Alameda de Cervantes
and adjacent urban spaces in the city of Lorca due to the
damage caused by the 2011 earthquake.

Expansion of the Poniente Norte pier in Palma de
Mallorca, Balearic Islands (Spain). The 21.1-million-euro
contract for the expansion of the pier in the Port of Palma
was awarded in December 2016. The work is aimed at
creating a new 36,200-square-metre space directly adjacent
to the Poniente Norte pier in the Port of Palma.
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Raos Pier 9 in the Port of Santander (Spain):
Construction of a new pier approximately 291 metres long
made with nine reinforced concrete caissons. Dredging

in three different areas will also be performed, with a total
volume to be dredged of one million cubic metres.

Expansion of the Port of Playa Blanca, Lanzarote,
Canary Islands (Spain). Increase of 75,000 square metres
to the Port of Playa Blanca, 38,000 of which are covered
water and 37,000 on land.

Secondary and Tertiary Network in Sector 6 in Verdu
and Preixana (Lerida, Spain). In August 2016, FCC
Construction was awarded the contract for the construction
of the secondary and tertiary network for floor B, located on
the left bank of the canal.

In 2016, the following contracts for wastewater treatment
systems were awarded in Colombia and Ecuador:

— Salitre Wastewater Treatment Plant, Bogota, Colombia,
amounting to 350 million euros.

— San Silvestre Wastewater Treatment Plant,
Barrancabermeja, Colombia, amounting to 38 million
euros.

— Ambato Wastewater Treatment Plant in Ecuador,
amounting to 25 million euros.
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—@ Industrial activity

e Samalayuca-Sasabe gas pipeline (Mexico). Construction ¢ Rehabilitation of distribution networks and
of the 36-inch-diameter pipeline measuring 610 kilometres standardisation of Contracts 4 and 9 in the Dominican
long. It will cross the states of Chihuahua and Sonora. Republic for CDEEE (Dominican Corporation of State
Electricity Companies).

Remodelling of airport and fire hydrant system in Dublin
Airport (Ireland). Construction of three storage tanks each
with a 5,000-cubic-metre capacity with the associated
installations, tank loaders, underground pipes and refuelling
hydrants on the runway for airplanes and firefighting
equipment.

® in 201 6, new contracts

amounted to

452 million
euros

670/0 of the orderbook

correspond to contracts

Dublin Airport, Ireland.
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Service excellence @ Client satisfaction survey results
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and a firm commitment to efficiently overcoming challenges, e P T e e B e e e 1] N
all with total respect for the environment and using the best
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In its work, FCC Construction creates value for society bl Sk B G DR BN D DS  EShk Rk D
and for our shareholders, providing the management and 100 N e B
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and services that efficiently, sustainably and safely contribute
to the well-being of people. We contribute our expertise to 0 | 5 5 4 s s 2 5 9 10 "
create solutions aimed at the improving society, sustainable Professional Organisation Quality Environment Healthand  Suitability of  Level of Performance of  Attention to Compliance Capacity to

X competence of the and cleanliness Plan applied ally-friendly safety building finishing sub-contractors client’s with respond to
development and the Well—belng of people. technical team on site to the site conditions processes and collaborators  instructions commitments  problems and
unforeseen events

FCC Construction is a leader worldwide and, since this new : Attributes that clients consider to be very important E‘i“’,‘:% SI e%a}ghsir%g;? Bgécgggdbys E:Lllie\r;éfy oo

international phase began, the company has participated in
the construction of some of the most advanced projects in
the world: the first metro line in Central America, the largest
contract awarded to a Spanish company abroad (the Riyadh
Metro) and the expansion of the Panama Canal.

Qu a.].ltY and customer Service ratings received year after year allow us to confirm that FCC

Construction’s quality and diligence are factors that set us

Our priority continues to be customer satisfaction beyond apart from our competition.

expectations, with the commitment to fulfiling their Overall in the surveys, the attributes rated highest by our
requirements with the quality assurance that sets us apart. Our  cystomers are the professional capacity of work team,

main objective is excellence in the performance of our work the responsiveness to problems and contingencies that

and customer satisfaction, by providing personalised attention arise in the project and fulfiling our commitments. These
and ongoing dedication, always focused on fulfilling their characteristics remain the highest-rated year after year and
expectations. confirm our expectations. To have our company’s knowledge

and experience is to have available skilled professionals at all
levels, and demonstrates how highly qualified the employees
are. These are the hallmarks of FCC Construction. This is what
makes FCC Construction’s success in its projects possible.

Every year, our clients have the word. In 2016, more than
95% of the questions answered by surveyed clients were
rated with “good” or “very good”. In addition, more than 65%
of customers surveyed consider the overall performance

of FCC Construction to be “very good”. These excellent
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Just like our company, our Management and Sustainability In order to demonstrate compliance with third parties and

System is a dynamic system that is constantly adapted to the
new challenges and processes required by the market. So

greater transparency in our management, FCC Construction
has its Management and Sustainability System certified by an

this year. it was adapted to the new ISO standards published accredited external agency. In line with its objective of continuous

with regard to quality, environment, R&D&I and information improvement, as well as recognition by stakeholders and greater

security. This adaptation was necessary in order to be able to confidence for our clients, FCC Construction has its system

reliably undertake its implementation across the scope of the certificated for 100% of our business. The certificate includes

company. all countries where it operates: four continents and 24 different

In line with our commitment to innovation and the use of the countries.

best technology, along with this new impetus, information Below is a table with the activities certified in the various

management tools were implemented: the on-line CACUMEN management systems working in the operations area:

application and the DISCON platform. These make it possible

to develop and maintain management plans for projects

internationally, in terms of both quality and environmental 2015 2016

management. Thus, in 2016 all the construction works using the Total Construction Total Total Total Construction
FCC management system have been migrated to the DISCON Management Area Standard  Construction in Spain FCCCo FCCind Construction of Sapin
platforrr.wl, a web-based platform thgt has multiplg applications Quality SO 9001 97.3% 100% 99.9% 82.9% 97.1% 99.9%
that facilitate, on the one hand, the implementation of the

management system, maintenance and reports on works, and Environment ISO 14001 96.9% 100% 99.9% 75.2% 95.9% 99.9%
on the other, the local register of the management. This platform Occupational health

guarantees the availability of information as it is housed on web and safety OHSAS 18001 87.4% 99.5% 88.0% 99.5% 93.5% 99.5%
servers, and it can be accessed from anywhere via the internet, GHG emissions ISO 14064 33.7% 74.6% 26.4% 0.0% 22.1% 62.4%
while protecting its conficentialty. Information safety ISO 27001 39.2% 86.8% 26.4%  39.7% 28.5% 80.3%
Part of our commitment to customers is included in Information R&D&I Management UNE 166002 NA 74,6% NA NA NA 62.4%

Security. FCC Construction is still the only Spanish construction
company with ISO 27001 certification by AENOR for its
Information Security Management System throughout the
country.

The data refers to the percentage of turnover certified, except in the case of occupational health and safety, where it reflects the percentage of
workers covered.
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The Concessions department is an autonomous department
responsible for implementing and operating FCC Group’s
company and transport infrastructure concessions. It currently
has stakes in 17 concessionaire companies, 13 of which are in
the operation phase.

Domestic

With regard to motorway concessions in Spain, there is a
recovery in the growth of vehicle traffic on the motorways
managed by FCC Concessions.

Cedinsa Eix Llobregat (34%): Concession for the
construction and operation of the shadow toll motorway
between Puig-Reig and Berga, and the conservation and
maintenance of the Sant Fruités de Bages -- Puig-Reig
section. 2016 is the ninth full year of operation, with an
average daily traffic intensity on these sections of 20,299
vehicles, an increase of 3.6% over the previous year.
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FCC Concessions

Cedinsa d’Aro (34%): Shadow toll concession for 33 years
of the 27.7 kilometres of the Macganet-Platja D’Aro motorway.
2016 was the eighth full year of operation, with average daily
traffic intensity of 27,202 vehicles, an increase of 4.0% over
the previous year.

Cedinsa Ter (34%): Shadow toll concession for 48.6
kilometres of Centelles-Vic-Ripoll motorway, of which 25.2
kilometres are new. The concession period is 33 years with a
construction period of three years and 30 years of operation.
2016 was the fifth full year of operation, with average daily
traffic intensity of 25,250 vehicles, an increase of 3.8% over
the previous year.

Cedinsa Eix Transversal (34%): Shadow toll concession for
33 years of the 150 kilometres of the Eix Transversal motorway
for 838 million euros of investment. The contract consists of
the definition of the project and the construction and operation
of the Cervera - Caldes de Malavella section (C-25). 2016 can
be considered the third full year of operation of the motorway,
with average daily traffic intensity of 14,311 vehicles, an
increase of 9.6% over the previous year.
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Line 9 of the Barcelona Metro (49%): Contract for the
construction, maintenance and conservation of 13 stations
and the associated ventilation shafts on section | of the
Barcelona Metro Line 9 for 32 years. The total investment
amounts to 1 billion euros, of which 876 million euros are for
the construction works. The concessionaire’s remuneration
is set at an annual fee. In February 2016, the Line 9-South,
which includes 11 of the 13 stations in this concession,
became operational. The two stations not open to the public
are expected to be opened once the town planning work still
outstanding is finished in areas of interest to travellers.

World Trade Centre Barcelona, S.A. (16.52%): Fifty-year
concession to manage the World Trade Centre buildings in the
port of Barcelona, which has a surface area of 31,000 square
metres of office and business premises, 9,000 square metres
of meeting and conferences rooms and a 280-bed hotel. In
2016, the operation of the meeting and conference rooms
was optimised and improvements have been designed to
modernise the location.
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Motorway in Cuenca (100%). Public works concession to
conserve and operate the section of the A-3 and the A-31
that runs through Cuenca for a 19-year period. After the
completion of the works in 2015, 2016 is the first year of full
operation. In addition, 2016 is the second consecutive year
with an annual increase of vehicle traffic of 4.9% in equivalent
vehicles (4,6% light/ 6.4% heavy) marking a clear recovery in
traffic after the crisis.

Ibiza - San Antonio motorway (50%): Construction and
shadow-toll operation of the widening of the Ibiza - San
Antonio road. Traffic in 2016 continued to grow, accumulating
a 5% increase in light vehicles and 9% in heavy vehicles
compared to the previous year.

Murcia tramway (50%): Construction, maintenance and
operation of Line 1 of the Murcia tramway (17.76 kilometres
and 28 stops) for 40 years. The total investment amounts to
185 million euros. In 2016, there was a grown in demand of
4.41% compared to the previous year.
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Zaragoza tramway (16.60%): Joint venture to build,
commission, maintain and operate the 12.8-kilometre Line 1

of the Zaragoza tramway for a period of 35 years. The total
amount of the investments is 342.2 million euros. Due to its
technology, the service is considered to be the most modern
in Spain. In 2016, this means of transport was used 1.4%
more than the previous year, positioning it as the most-used
tramway in Spain. On 5 October, Tranvia de Zaragoza received
the Best Environmental and Sustainability Award at the 2016
Global Light Rail Awards in London, which recognises the best
tramway systems in the world. This is the thirteenth award
received by Zaragoza’s tramway.

Malaga Metro (10.01%): an agreement was reached in 2016
to divest holdings in this project.
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Hospital de Torrején de Ardoz, Madrid (5%): Full
management of the Hospital de Torrejon for 30 years. It

is the second hospital in the Region in which heal thcare
services fall within the scope of the Agreement, together
with the management of non-healthcare services. The total
investment amounts to 101 million euros; 2016 was the fifth
year of full operation.

Urbicsa (29%): This company awarded the contract for the
public works concession for the construction, maintenance
and operation of buildings and facilities in the City of Justice
project in Barcelona and L'Hospitalet de Llobregat. During
2016, the main activities in managing concessions have
focused on the reorganisation of maintenance services.

Healthcare Centre in Mallorca (33%): Public works
concession contract for the construction, maintenance and
operation of five healthcare centres and another five basic
healthcare units. The remuneration system is based on
payment for availability. Since operations began, the required
service levels have been successfully met, evidence that the
management of the work related to the contract and the
resolution of the problems raised have been successful.



04

Performance
in 2016

Corporate Social Smart services
Responsibility

at FCC

Connecting
citizens

Exemplary
commitment

Letter from
the Chairperson

Letter from the CEO

FCC Group.
Business model

FCC Group
strategy

105 - FCC_Annual Report_2016 - Performance in 2016 - FCC's businesses « Infrastructure - FCC Concessions - Page 3 of 3

International

Underwater tunnel in Coatzacoalcos, Mexico (85%):

In 2004, the concession agreement was signed for the
construction, financing, maintenance and operation of

the underwater toll tunnel in Coatzacoalcos in the state of
Veracruz (Mexico) which connects the city of Coatzacoalcos
with the suburb of Allende. The length of the tunnel is 2,280
metres, of which approximately 1,200 meters are submerged.
The duration of the concession is 45 years. The works began
in 2007. Linked to this infrastructure is the Coatzacoalcos |
Bridge, whose revenues from tolls are part of the viability of
this project. The design and delivery of the underwater tunnel
is the first construction of these characteristics in Mexico and
also the first in Latin America. In 2016, the project reached

a milestone the first time a vehicle passed through the
underwater tunnel from Coatzacoalcos to Allende. Likewise,
the project was completely restructured financially in order to
make the completion of the construction phase of the project

Mersey Bridge in Liverpool, United Kingdom (25%):
Contract for the design, construction, financing, maintenance
and operation of the bridge over the River Mersey in Liverpool
(United Kingdom). The finances were finalised and the signing
of the contract took place in April 2014. It is expected to be
open to traffic in the second half of 2017.

Mersey Bridge in Liverpool, United Kingdom.

feasible. The underwater tunnel went into service in April 2017.
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Lima Metro Line 2, Peru (18.25%): Concession for the
project: “Line 2 and Av Faucett - Av Gambetta branch of

the Basic Lima and Callao Metro Network” for the design,
financing, construction, electro-mechanical equipment,
systems equipment and provision of rolling stock, operation
and maintenance for a term of 35 years, of which five years
are foreseen for the construction; the first stone was laid in
late 2014. With a total of 35 kilometres of underground track
and 35 stations distributed in 13 districts of the capital, Lima
Metro Line 2 is estimated to have 665 thousand passengers
per day. It is currently the largest construction project in Peru.
The financial deal closure received two international awards.
In 2016, excavation was begun on the tunnels in Phase 1

A using traditional methods, thus commencing the largest
underground excavation works in the history of the city of
Lima.

Haren Prison, Belgium (15%): This contract covers the
design, construction and maintenance for 25 years of a new
prison complex in Haren, near Brussels. The construction of
the Haren prison, covers 120,000 M? within an 18.5-hectare
plot, for 1,200 inmates and 1,000 administrative employees.
The urban nature of this isolated prison presents an interesting
challenge. The financial deal closure of this 270-million-euro
(CAPEX) project is expected to take place in 2017. Haren is
FCC'’s first concession project in Belgium.
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7.5% in the first ten months of 2016.
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P O rt]_a I l d Throughout the year 2016, we saw how the political and

economic situation of each of the countries in which CPV
operates had a negative influence on cement consumption.

Industry analysis 106 .
_— . Spain
Activities and geographic areas 108
. ) The recovery of the Spanish economy continued in 2016,
Milestones in 2016 110

supported by the improvement of domestic demand, with
GDP growth above 3% and the unemployment rate falling
to below 19%. However, the improvement of the Spanish
economy, was not mirrored by an improvement of cement
consumption, with demand dropping by -3.1% in the year

The socio-political situation in Spain had a direct effect on the
recovery of the construction sector. Thus, public tenders fell by
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Accumulated civil works tenders up until October fell by
-12.2%, due to the sharp reduction of new works by
-21.0%, whereas tenders for refurbishing and maintenance
works rose by +6.2%. Although the drop in civil works
tenders continues, we can see that this reduction is not as
steep as in previous months: the accumulated reduction of
civil works up until July was -21.9% and picked up to an
accumulated -12.2% in October. This sheds a positive light
on the outlook for 2017.

The positive note continues to come from building, where
visas for the building of homes by area in sq. metres rose by
32.6% to September and by 41.6% in the one-year moving
average. The building area for other purposes dropped

by -9.0%, taking the evolution of the total building area
accumulated to September was 19.6%, while the one-year
moving average was up by 25.6%.

In the cement sector, visible cement consumption in the year
2016 fell by 3.1% to 11.1 million tonnes, although this was
offset by the increase of exports of 5.6% to 9.8 million tonnes.

The reduction of domestic demand and the rise of exports
meant that clinker production was stable compared to 2015,
with an increase of just 0.3% to 17.0 million tonnes of clinker.

The International Monetary Fund has improved its 2017 growth

forecast to 2.3% (10 basis points better than the forecast
they made in October), supported by the improvement of the
economy in the last quarter of 2016. The expected economic
improvement, together with greater political stability after
the new government was formed, suggests that cement
consumption will make it back to growth figures in 2017.
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USA

Cement consumption continues to slow down in the domestic
market, as shown in the preliminary figures for November,
which show a cumulative growth of 2.5% compared to the
same period in 2015. However, the areas of influence of Giant
Cement (South East, Mid Atlantic and New England) continue
growing well above the US average, with a cumulative growth
of nearly 11% to November.

In December, the PCA (Portland Cement Association) adjusted
its growth forecast for cement consumption from 4.2% to
3.1% in 2017 due to political uncertainty, inflation and the
slowdown in the construction sector. The PCA, however,
considers that its cement consumption forecasts could be
influenced by the policies of the new US government and
support from Congress for those policies.

Tunisia

The Tunisian market cooled slightly, with a 3.9% decline in
volume terms to 7.2 million tonnes. Also, exports to Algeria
and Libya dropped in 2016.
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Activities and
geographical areas

Group sales

The volume of cement and clinker sold in the year 2016
reached 7.2 million tonnes, a -1.7% reduction from the

previous year. This fall is due to the fact that Group volumes ® Group sales ® Sales Ex-Giant
only consider sales in the USA up until October 2016, after
which operations have been consolidated according to the Cement (metric tonnes) ~ Concrete (cubic m k) Aggregates (MT k) Mortar (MT k) Cement (MT mn)
equity method.

01 +1.6 +0.1
Comparing volumes sold Ex-Giant (not considering sales (-1.7%) -26 +186 (-0.7%) (+1,6%)
volumes from US operations), sales rose by 1.6% compared 7.3 7,2 (10-2%) (+26.4%) 888 239 237 5.6 57
to the year 2015. Slight falls in the domestic markets of 251
Spain and Tunisia were offset by the significant rise in cement 225 702

exports from Spain (+49%). Exports from Tunisia were hurt
by the quota concession system in Algeria and currency
shortages in Libya. In the cement, aggregate and mortar
businesses, the variations in volume recorded do not have a
relevant impact for the Group.

2015 2016 2015 2016 2015 2016 2015 2016 2015 2016
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Distribution of activity @ 2"
by country s

In keeping with the previous year, domestic sales in Spain
accounted for 35% of total turnover, while international sales
accounted for the remaining 65%.

6.1%
34.6%

12.8%
@ 34.6% spain
@ 347% usa
@ 12:8% Tunisia
@ 11.8% Other
@ 61% Wk
34.7%
Distribution of activity @2

by businesses

5.33%

After the end of the concentration policy in the cement
business, the product mix has remained very stable compared
to the previous year. The cement business accounts for nearly
90% of total revenue.

‘ 89.54% Cement
. 5.13% Waste recovery

. 5.33% Concrete,
aggregates and mortar

89.54% C, A&M)
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‘ 34% Spain

@ 36.7% Usa
@ 13.8% Tunisia

@ 9:3% Other
@ 62% Uk

' 88.72% Cement

6.15% Waste recover

5.13% Concrete,
aggregates and mortal
C,A&M)
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Milestones in 2016

During the year 2016, the following relevant events took
place, which had a significant impact on the Group’s financial
statements:

Giant Cement operation

The Boards of Directors of Fomento de Construcciones y
Contratas (FCC) and Cementos Portland Valderrivas (CPV)
approved, respectively on 25 and 24 October, with the
abstention of the directors representing Inversora Carso,

a corporate operation in Giant, an affiliate of CPV in USA,
consisting of:

e A capital increase in Giant amounting to USD 220 million
to be subscribed by the company Elementia S.A. de C.V.
(Elementia).

e The grant of a loan by Elementia to Giant, on an arm’s length
basis, amounting to approximately USD 305 million.

e The capitalisation in Giant, by CPV/FCC, of intercompany
loans amounting to approximately USD 66 million.

These operations ended on 7 November, after which Elementia
controls 55% of Giant and CPV holds a stake of 45%.
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Giant destined the new funds to cancelling the principal on

its former debt (USD 540 million in net present value) with

an interest rate of 10% + 20% stake in Ebitda. With this, the
finance costs of Giant (up until now being over USD 50 million/
year) was reduced by nearly 75%, allowing it to improve its
facilities and increase the company’s production capacity.

Giant was consolidated on CPV’s financial statements by
global integration up until October, and as from November it is
booked by the equity method.
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Exclusion takeover bid

On 22 December 2016, the CNMV (Spanish Securities and
Exchange Commission) Board authorised the Takeover Bid
for shares of CPV, drawn up by FCC on 29 July 2016 and
accepted on 10 August 2016 (hereinafter, the “Bid”).

The Bid was for 100% of the share capital of CPV, consisting
of 51,786,608 shares listed on the Bilbao and Madrid Stock
Exchanges, excluding the 41,131,105 shares directly or
indirectly controlled by FCC, representing 79.42% of the
capital, which were immobilised by their holders until the end
of the Bid.

As a result, the Bid was effectively for the acquisition of
10,655,503 shares of CPV, representing 20.58% of the share
capital.

The Bid made by FCC, as the parent company of CPV, had as
its essential goal of delisting the CPV shares, pursuant to the
provisions in Article 82 of the Securities Market Act (hereinafter,
“LMV”) and in Article 10 of Royal Decree 1066/2007, of 27
July, on the System of Public Offerings for the Acquisition of
Securities (hereinafter, “RD 1066/2007”).

The Bid sought to increase FCC'’s shareholding in its affiliate
CPV, with the goal of reaching up to 100% of its share capital.
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The effectiveness of the Bid was not conditional upon the
acquisition of a minimum number of shares, meaning that
the CPV shares would be excluded from trading on the stock
exchange regardless of how many accepted the Bid.

Pursuant to the provisions in Article 10 of Royal Decree
1066/2007, the bid price was established at 6 euros per
share.

To determine that price, the Board considered the provisions in
Article 9.4 d) of RD 1066/2007, on the acquisition of shares at
their trading price in relatively non-significant volumes.

On 29 December 2016, the announcement of the Bid was
published and the Prospectus was made available for those
concerned.

The term for accepting the Bid ended on 13 February 2017
and the shares were delisted from the Madrid and Bilbao
Stock Exchanges on 24 February 2017.

The Bid was accepted by 9,356,605 shares, representing
87.81% of the shares targeted by the Bid and 18.1% of the
share capital of CPV.

Since 90% of the shares targeted by the Bid were not
reached, the circumstances stated in Article 136 of LMV were
not fulfilled, therefore FCC was unable to exercise a squeeze
out for the remainder of the shares.
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FCC works towards the global challenges

FCC's commitment to CSR.
The Corporate Social Responsibility policy
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FCC works towards global challenges

A number of events are setting the agendas of different The patterns that led to the SDGs are the context that FCC
countries: the economic and social scenario drawn by the takes into consideration to analyse the risks and opportunities
growth patterns of the world population and the unequal for its business activities. The Group is aware that the
concentration of wealth, the scarcity of natural resources commitments and goals in this matter are closely linked to its
to meet the needs of growing economies, and the need strategy. FCC'’s track record and strategy in the field of CSR
to explore new, more efficient energy models based on over the last 10 years shows that it is aligned with service
renewable energy sources. efficiency, with the safety, health and development of its

employees, with relations with the Community (customers,
institutions and citizens) and the integrity of the people who
work for FCC and act in its name day after day.

In response to these global challenges, in 2016 the

United Nations drew up and published the 17 Sustainable
Development Goals (SDGs), which group together 169 specific
goals in order for countries, their citizens and companies to
have an effective guide for minimising the social, economic
and environmental problems that have been identified globally.

These commitments set the global sustainability agenda up
to the year 2030, and FCC has taken stock of this, aligning
its Corporate Social Responsibility commitments with these
17 SDGs, thereby contributing to achieving them.
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FCC's Corporate Social Responsibility Milestones
2005 2006 2007 2008 2009 2011 2012 2016
w 5 N N7 N N N7 Y
The Corporate FCC Group’s Drafting of the First CSR FCC’s Code of Ethics Approval of the Group’s FCC awarded the Silver Third CSR Master Plan Approval of the Group’s Second update of FCC's
Responsibility Department Corporate Master Plan approved by the Board Environmental Policy. Class distinction in the (2012-2014), extended Corporate Social Code of Ethics.
was created Responsibility (2007-2008). of Directors. Second CSR Master PI 2011 Yearbook prepared to 2015 drafted. Responsibility Policy.
Committee was (FCC Inter-company Included in the D 26008&20 10 dasﬁerd an by RobecoSAM for its Undate of FCC Group’ The Executive G it
established. Committee). ncluded in the How ( ) drafted. performance on the Dow paate of FLL Group's € bxeeutive Lommitiee
Jones Sustainability ) ) L Code of Ethics. takes over the supervision
Index World FCC included in the Jones Sustainabilty of FCC's CSR polic
: FTSE4Good.Index for Index. policy.
ethically responsible FCC's Corporate
investment. Responsibility Department
returns to the General
Secretariat.
FCC Construction is
awarded the Responsibility
and Sustainability prize by
the Madrid Civil Engineers
S £} FCC belongs to two of the most significant CSR clusters Association.

in Spain, which are benchmarks in the promotion of good
business practices: the Club for Sustainability Excellence
and Forética. FCC’s most prominent participation in these
business organisations during the last period has consisted
of the analysis and dissemination of good governance and
business ethics practices, which are subjects in which the
company serves as a benchmark in Spain.
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The current Corporate Social Responsibility Policy, approved
on 28 July 2016 by the plenary session of the Board of
Directors of FCC, defines the commitments acquired by all
the company’s business activities in relation to Integrity and
Business Ethics, respect for the Environment and the creation
of values shared with the society in which FCC develops its
business activities.

With the approval of the CSR Policy by the Board, FCC
complies with the provisions in article 529 ter of the Spanish
Capital Companies Act regarding the approval of that policy by
all of the Directors, and it follows recommendation 54 of the
Good Governance Code of Listed Companies of the CNMV
(hereinafter, GGC), which recommends that the Board approve
a CSR Palicy.

Supervision and monitoring of CSR at FCC

According to this Policy, the Board of Directors is entrusted
with the correct supervision of Corporate Social Responsibility,
by delegating this function to its Executive Committee,
following recommendation 53 of the above-mentioned GGC.

FCC’'s commitment to CSR. This Committee is chaired by FCC Group’s CEO, Carlos M.

. o oo . Jarque.
The Corporate SOClal RESPOI‘I.SIbl].ltY PO].].CY The materialisation and coordination of this policy is the

responsibility of the Corporate Responsibility Department,
together with FCC’s Corporate Responsibility Committee,

For the last decade, FCC has shaped its commitment to CSR The current Code of Ethics, which at present is being which integrates the business areas and sometimes the
via its three master plans, approved by the Board of Directors redrafted, is the compliance framework for the ethical, corporate departments involved in the items of the agenda,
and supervised by the Corporate Responsibility Department environmental and social aspects, which in turn are developed whenever meetings are held.

and coordinated by the CSR Committee. This commitment through the various corporate policies, responsibilities and

During 2016, the Corporate Responsibility Department
resumed its reporting to the Secretary General, which in

turn performs the function of Deputy Secretary to the Board
of Directors, thereby taking CSR closer to the company’s
decision-making body, as it had been since it was established
in 2005 until 2009.

was formalised in 2008, in the highest-ranking regulation at action plans.
FCC: its Code of Ethics.
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FCC Group’s CSR Policy Programmes and objectives of the Corporate
CSR Report Social Responsibility Policy

Presented ) .
Board of Directors Periodic monitoring of tgiﬁi”fehf e et As stated in recommendation 54 of the GGC, the Corporate
CSR performance Social Responsibility Policy includes the principles or

CSR Master Plan commitments that FCC assumes in its relations with
various stakeholders, while at the same time observing the
establishment of goals and the development of support
instruments.

Executive Committee

These goals are structured around the following three lines of

the mid-term commitments for each business:
Reporting to the Committee
1) Exemplary performance, which includes commitments

FCC Environment's regarding Ethics, Integrity, Good Governance and People at

CSR Committee
CSR Committee FCG;
FCCCAqua!ﬁ‘s CSR « CSR Master Plan draft 2) Sm{ir’c services, WhIICh mclgdes the actions that allow B
ommitiee « CSR Policy Development businesses to provide services with greater energy efficiency

and consuming other resources, incorporating value added
CR Department innovations to these services; and
FCC Construction ¢

CSR Committee Integrated in the General Secretariat * Development of monitoring systems 3) Connecting citizens, which includes the initiatives with
¢ ldem'gcat.'t?n of CSR risks and employees and the community under the ‘proximity
opportunities X . s ,
« Coordination of FCC's Response principle’, a.valule that has been one of FCC’s hallmarks
Committee throughout its history.

FCC'’s contribution to the SDGs

The three lines of the action plan take shape in a number of work
programmes, actions and objectives that FCC will be responsible
for effectively implementing in its management at corporate level
and in each business area.

These three CSR lines of action are drafted so that they are
aligned with the 17 SDGs, therefore contributing to achieving the
Global Sustainability Agenda.
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Corporate Social Responsibility Policy

Exemplary performance

7

Smart services

Connecting citizens

GOOD HEALTH
AND WELL-BEING

Establishes and implements healthcare and safety policies
to protect the health of employees, families and
communities, ensuring safe and healthy workplaces, in
addition to awareness-raising their supply chain.

CLEAN WATER
AND SANITATION

Provides integral water management services, favouring the
human right to water and sanitation, ensuring the
availability of this resource, especially in zones suffering
hydric stress.

Contributes to relive poverty levels among the population by
creating local employment in the communities where it
operates, fostering a stronger business fabric and
regenerating the economic conditions of the zone.

QUALITY

EDUCATION

Collaborates with universities and study centres, providing
employees with ongoing training programmes and carries
out training initiatives for local communities.

Works to look for non-polluting energy solutions to obtain
biofuels that are not harmful to the environment.

10 REDUCED
INEQUALITIES

Contributes to reducing inequalities in communities,
guaranteeing employability through decent wages,
professional training and fostering equal opportunities.

GENDER
EQUALITY

Ensures gender equality in the selection, training and
remuneration of all professionals. It takes part in initiatives
aiming to achieve internal and external awareness of the
importance of equality between men and women.

INDUSTRY, INNDVATION
ANDINFRASTRUGTURE

Uses innovative technologies and contributes to the growth
and development of society by building infrastructure
guaranteeing resilience, reliability and sustainability.

Fosters the efficient use of resources and provides services
to reduce the amount of waste generated through reuse
and recovery, advancing towards a more sustainable
economic model.

DECENT WORK AND
ECONOMIC GROWTH

a

Contributes to the economic and social development of the
communities in which it operates, promoting social inclusion
and employment as essential conditions for the reduction of
poverty, respecting fundamental principles and rights at the
workplace.

Contributes, via investments, to innovation in water and
waste management and in infrastructure for the creation
or re-planning of the cities of the future.

17

PARTNERSHIPS
FOR THE GOALS

&

Collaborates and participates with several entities
(companies, universities and technology centres) to carry
out dissemination, training and technology innovation
projects.

1

PEACE, JUSTIGE
ANDSTRONG
INSTITUTIONS

Respects the principles of its Code of Ethics, which it
reviews from time to time, wherever FCC operates,
extending compliance to its supply chain.

1

CLIMATE
ACTION

Monitors, reduces and reports its carbon footprint and
redesigns the services it provides, adapting them to resist
the effects of climate change.

Sustainable management of the projects it carries out to
prevent land spoilage and to curb the loss of biodiversity.
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Providing value in communities

As a result of its own mission as a company, FCC is
committed to the priority goal of working on the well-being and
development of the communities where it offers and provides
its services. FCC's activity is inconceivable without a constant
link with citizens, which facilitates a better understanding

and connection with their real needs and expectations. This
interaction allows the company to lead changes in cities in the
specific areas FCC specialises in.

The development of new technologies is considered key to
this essential interaction and dialogue between people and the
provider of urban sanitation, the care of parks and gardens,
waste management and water infrastructure development,
among others.

In addition, social involvement historically shown by FCC in
the communities where it works has also materialised for its
employees, families and other groups through the different
projects the company implements yearly in each business,
worksite, construction site or contract.

In addition to the dialogue with people, FCC works in order to
maximise its activities’ positive impact on the community. And,
to do this, measuring it is considered crucial. The company is
working on the development and application of methodologies
and systems to measure, assess and mitigate the impacts that
the activity may have on people or the environment.
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Communication with stakeholders

Companies must be aware their proximity to stakeholders, to
the trends in digital transformation or to the growing demand
for transparency demanded by modern society. FCC uses the
latest communication tools to meet not only its commitments
to accountability, but especially to strengthen its proximity to
people, one of itsmost characteristic values, together with
technical quality and commitment.

FCC’s communication strategy enables it to be accountable,
transparent with its management and the company’s
activities. This communication takes place through different
platforms and channels through which FCC interacts with all
its stakeholders. In 2016, FCC’s web pages were updated to
improve access to the information that any stakeholder might
wish to know about FCC.

In recent years, FCC’s company website has established
itself as the channel most used to disseminate information to
stakeholders.

New FCC website image

FCC is in the middle of a digital transformation process
through the renovation of all its digital channels as part of its
objectives of transparency and proximity. This will enable the
company to save costs and time, increase communication
resources, reveal synergies and improve its online reputation
and image.

FCC’s digital transformation process, driven by the

Corporate Marketing and Brand and Information Technology
departments, is primarily aimed at joinging forces to unify the
company’s image, improve users’ browsing experience, offer a
broad range of new features and optimise performance.

FCC has made its new portals more modern, visual and
multi-device-friendly (PC, tablet and mobile).

FCC'’s efforts to improve its websites has been a global
success story in the LifeRay Forum.

In order to ensure accessibility to their content, all the websites
have been published using LifeRay!") technology, which has
been developed in compliance with Level AA in accordance
with the UNE 139803:2004 standard which, in turn, is based
on Accessibility Guidelines for W3C Web Content Accessibility
Guidelines 1.0.

() Liferay is a provider of Open Source portals using open source code.
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In particular, attention has been given to the presence of
the Construction division in communication channels such
as YouTube, the FCCCo Live blog and Instagram. In 2016,
the division has increased visits to its different channels, and
has registered over 2,600 users a month on its website and
the number of minutes of its YouTube channel viewed has
increased to 6,527,882, with 3,037 new subscribers during
the year.

FCC committed to reporting and transparency

As a result of the transposition of EU Directive 2014/95/EU
concerning the disclosure of non-financial information and
diversity, the directive and its requirements were disseminated
through a series of workshops for Spanish companies that
were supported by the Club of Excellence in Sustainability
and the Ministry of Employment and Social Security. FCC took
part in these learning sessions as a company with experience
in corporate reporting, through presentations by the Group’s
director

of Corporate Social Responsibility. The sessions took place
in Madrid, Valencia, Seville, Barcelona and Bilbao. The non-
financial reporting directive, whose transposition into Spanish
legislation was on 6 December 2016, will enter into force in
2018 for the dissemination of information produced in 2017
and will apply to companies of public interest with more than
500 employees.
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External
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Communities

Clients Partners

and regulators

Shareholders and investors

FCC*s Shareholders Office, which reports to the Capital
Markets department, manages interaction with shareholders
and investors. In 2016, 98 meetings held with investors.

With the aim to serving this stakeholder group’s needs and
interests for detailed information, there is a specific section

on the company website that provides information on FCC’s
economic performance, market information and financial
information along with relevant events, among other matters.
FCC'’s website received 64,810 visits in 2016. To communicate
important events, the company also has an investor’s agenda.

Employees

For FCC, having effective and ongoing communication with
employees is a priority. The company has a Strategic Plan
for Corporate Marketing and Brand, which aims to promote
communication that helps to encourage the productivity and
professional development of company employees.

This strategy includes an Internal Communication Plan, which
sets out actions and internal services, complementing other
actions carried out by this area to encourage the flow of
information, messages, policies and strategies related to the
management of the company and the work environment.

Furthermore, with the aim of building a corporate culture as
a hallmark, the Corporate Marketing and Brand department
made great efforts in 2016 to improve and renew the internal
channels capable of mobilising, motivating and engaging the
people who make up FCC’s professional team.
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Tools for dialogue with FCC employees

FCC offers its employees many communication channels
at corporate level:

e Corporate intranet, “FCC ONE”: is the main
communication channel within the company and acts as
a tool to communicate relevant information to employees.

e Employee portal: contains specific information and
provides a communication channel to facilitate dialogue
between employees and the company.

e Regular group meetings: aimed to provide face-to-face
information to employees on various issues of interest to
them.

e Publication of the bimonthly online magazine “Red de
Comunicacion” (Communication network) : it includes
relevant information related to the latest developments
at FCC.

Noticias de los viernes (Friday’s news) : a weekly
publication that includes the latest updated information
on the company. Fifty-two issues were published in 2016.

e (Capsula informativa (News capsule): news flash with
relevant information disseminated via mass mail.

e Awareness campaigns.

¢ Internal competitions to enhance the pride of being part of
the company: Christmas drawing contest for employees’
children.
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Commitment to respect
human rights

FCC is committed to respect human rights, and has
signed up to various international standards in this
field:

e UN Global Compact, the guiding principles of
the policy includes the OECD Guidelines for
Multinational Enterprises.

¢ Universal Declaration of Human Rights
Framework, the Declaration of Rights of the Child
and several ILO conventions.

¢ Negotiation of agreements with the Building
and WoodWorker’s International Federation in
countries that have ratified the ILO conventions.

Each line of business makes use of its own internal
communication tools. For example, FCC Aqualia has a news
flash that it regularly sends its employees to offer a brief report
to the entire organisation on the latest news and projects
undertaken. A total of 185 news flashes were issued in 2016.
In addition, a new communication channel called “Tu Flash”
was created for workers without access to an email account.
This is a printed newsletter that comes with their pay cheque
and contains a summary of the month’s main messages.

Suppliers and contractors

FCC extends the values and principles governing the company
to its supplier via training sessions and awareness-raising
campaigns to strengthen existing relationships and ensure the
implementation of its policies and commitments.

It is compulsory for all FCC suppliers and subcontractors tp
know and respect the content of its Code

of Ethics as well as complying with the Ten Principles of the
UN Global Compact.

Public administrations
and regulators

The company voluntarily participates in industrial self-
regulation initiatives and the development of legislation
relating to its sector of activity. All FCC’s business areas work
to maintain the standards of production and service in the
different areas of activity as well as for sustainability.

Clients

To meet the needs and demands of customers, government
agencies, private institutions and individuals is essential to a
citizen services company like FCC. With the aim of ensuring
the best quality of products and services , all the lines of
business are certified according to the ISO 9001 standard.

FCC has different channels of communication with its
customers (phone, email, fax, internet, letters, invoices, or
visits and face-to-face meetings with commercial departments)
to find out exactly what their needs are and progressively
improve the attention and services provided.

Personalised customer service
for water management

Transparency and personalised customer service
are priorities for the service provided by FCC
Aqualia. company policy seeks to create better
strategies for customer services in order to offer
accessible services aligned to the needs of future
customers (who manage things while in motion)
by making the tools and resources necessary
available to them to provide smoothly operating,
fast, simple and effective customer services. In
response to these requirements, in 2016 the
company launched the App as one of its four
cross-cutting channels of communication and
one-stop customer services. The App lets people
take part in any procedures they could do at an
office (online or physical) or over the telephone.
The company’s four communication channels are
updated in real time, and the user may start a
procedure in one of the channels and finish it in a
different one.

An additional feature is the repository of invoices,
both at the office and online, created by the
company, which allows the user to reivew past
invoices for any service provided by FCC Aqualia.
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Transparency and collaboration
with FCC Construction’s clients

Construction industry clients are becoming
increasingly more demanding in terms of
ethical and sustainable behaviour with
requests for more information on the building
work, in addition to technical queries,
environmental issues, quality assurance or
the safety and preventive measures taken. In
order to meet clients’ information needs and
facilitate communication, FCC Construction
has a client contact person, responsible

for raising points of collaboration and
addressing any suggestions received, as
well as discussing the information gathered
in meetings with clients and subsequently
communicate the actions to be taken as a
result of their suggestions. The company also
handles clients personally, which allows it to
identify opportunities and offer proposals for
action.

Customer satisfaction

FCC conducts client satisfaction surveys for its various lines
of business with the aim to understand their concerns and
degree of satisfaction with the service provided and thus
facilitate the improvement proposals by the company. FCC’s
diversity of activities and client types means that measuring
client satisfaction is decentralised.

Because of its business activity, FCC Aqualia is the company’s
only business which is directly related to end users and
consumers, and therefore the company directly manages
dialogue and the measurement of satisfaction. The business
area engaged in water management carries out biennial
satisfaction surveys of end clients and institutional clients. The
latest satisfaction survey was undertaken in December 2016
and its results are currently being processed for publication in
2017. These surveys are conducted over the telephone and
online using a questionnaire with open and closed questions.
The analysis of the results gives a unique value that measures
client satisfaction through a multi-variant analysis. This value is
calculated from:

e The clients’ ratings of the various aspects measured in the
survey.

e The impact or weight that these aspects have in terms of
the composition of the global assessment given by the
user.
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In the case of FCC Construction, the company carries out
client satisfaction surveys after completing each construction
project. These so-called “End of construction work surveys”
allow clients to evaluate the service provided by the company,
measured in various attributes. In addition, FCC Construction
uses a system to process the information on client satisfaction
which includes processing complaints and claims, requests for
information and the analysis of the information on measuring
their satisfaction, in order to implement actions aimed at
improvement and to verify they are followed up.

Communities

FCC'’s businesses promote dialogue with local communities
affected by the activity in order to become familiar with their
expectations and maximise the social benefits created by its
projects. The company also creates platforms for dialogue in
order to discover the trends and needs of the eco-efficient
cities of the future and stay one step ahead of them.
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Metro (Peru), FCC Construction

All Construction area projects and work
centres have a management system which
identifies and assesses environmental and
social aspects of relevance to the local
communities they interact with. Especially
in Latin America, citizen participation in
projects is much more noteworthy, social
actions programmes are defined that take
into account issues such as community
relations, the indigenous populations and
the acceptance of the project, among
others.

The social management system
implemented in the Lima Metro is worth
mentioning. It is based on comprehensive
communication with the players involved,
who are given information on specific
actions that are being implemented based
on the actual construction stage of the
project. To reinforce communication, there
are specific staff members that attend

the communities in the area affected by
the project in a personalised manner. The
system includes programmes such as the
handling and resolution of complaints,
local employment, communications,

social monitoring, management of social
impacts and institutional alignment, among
institutional alignment.

Social management system in the Lima

Promoting dialogue at FCC Aqualia
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FCC Aqualia took part in Seville in the | Seminar

on “Social Action Measures in the Water Sector”,
organised by the Andalusian Employers Association
ASA, in collaboration with the Andalusian Federation of
Municipalities and Provinces (FAMP). The event brought
together hundreds of representatives from public
administrations, operators, consumer associations and
social workers. One of the groups at this colloquium
comprised water operators, and the one corresponding
to Almeria outlined the social action measures applied
in the Municipal Water

They highlighed actions such as freezing rates,

over 500 personalised payment plans per year and
coordination between different social stakeholders, like
the City Council’s Social Affairs area, the Andalusian
Housing and Rehabilitation Agency and organisations
such as Caritas, the Red Cross and neighbourhood
associations.

The company also offered a conference on “Water in the
Balearic Islands. We’re all responsible” in Ibiza, which
was dedicated to analysing the serious deficiencies in
water suffered by the islands, especially in summer.
Representatives from the company, the island’s central
and local governments, the university and experts met
to discuss proposals to educate locals and visitors, and
to establish the necessary measures to meet the needs
of the island in a sustainable way.

Furthermore, during 2016, as a sign of its concern for
the views of the public, FCC Aqualia held in Seville,
Toledo and Chiclana a conference on “Water to drive
employment and sustainability”. The aim was to analyse
the situation of the sector through several round tables
which addressed issues such as management models,
the sector’s legal and employment framework, collective
bargaining and social sustainability.

Shareholders

For FCC Construction, collaboration with other companies
is a strategic tool for the development of its activities. The
company provides various communication channels with
the goal to maintain ongoing dialogue and meeting their
information needs, collaboration agreements, partnerships
and sponsorships, business forums or seminars and
publications.

Corporate
Governance
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Impact on the community and the creation of social value

D

& FCC works each day to become an agent of
change involved in the transformation of the
societies where it is present.

The company facilitates the achievement of Sustainable
Development Goals related to economic progress,
the reduction of inequalities and the training of
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communities. FCC links its social action to the company’s
business strategy, contributing its knowledge to developing
communities.

The Group focuses its efforts on integrating disadvantaged
groups into the labour market by employing them in the
company itself. In addition, it contributes to the social and
economic progress of the communities where it operates.
All these initiatives are classified into actions done for the
community and actions aimed at the employees themselves
(intra-company).

Social inclusion and
access to basic services

Creating value in
communities

Cooperation with education
and environmental awareness

Assessment of the social and
environmental impact of the
operations

Corporate volunteering

Intra-company actions

e Actions to integrate disadvantaged groups into society and
help for employees’ families®: activities in collaboration
with organisations specialised in integrating disadvantaged
groups into the labour market, like ONCE, or foundations,
such as Integra or Adecco.

e Raising employees’ environmental awareness: training
initiatives on sustainability aimed at company employees
with the aim of making them ambassadors on this matter.

Actions to integrate disadvantaged groups into society
and help for employees’ families: FCC and the Adecco
Foundation.

In 2008, FCC Group and the Adecco Foundation signed a
collaboration agreement to promote the social and labour
integration of people with disabilities by organising training
and employment guidance activities, along with employment
programmes and roadmaps for the future incorporation of
FCC employees’ family members with disabilities into the
labour market.

@ For further information refer to details in the part on ‘Equality and Diversity at
FCC,” in the section Exemplary Behaviour.
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For persons of working age, the training initiatives organised
are focused on the development of social skills and abilities
that facilitate access to employment, as well as information,
advice and guidance in the search for jobs. However, for
children, other types of alternative actions and leisure activities
are organised, focused on the parallel development of social
and relationship skills. Leisure activities aimed at making a
positive contribution to the cognitive, physical, emotional,
social and occupational development of employees’ parents
who have disabilities are also organised.

In 2016, more than 40 families made use of the therapies and
the advice provided by staff specialised in functional diversity,
thus expanding their social and employment opportunities.

Raising employees’ environmental awareness

Aware of the role played that environmental education,
involvement and commitment of the staff to sustainability,
FCC works every year on raising employees’ awareness and
sensitivities to convert them into ambassadors of good social
and environmental practices. The company’s aim is to engage
its employees in improving the sustainable development of
cities so that they become leaders for the citizens themselves.
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The priority objectives of the training activity are as follows:

e To identify and become familiar with the positive and
negative impacts of the professional activities related to the
environment.

e To belong to a team that is aware of the issue, sharing
common goals and general interest.

e To contribute and share suggestions as a result of the
professional experience

e 7o evaluate and periodically assess the payback of the
good and best practices suggested.

e To convey exemplary behaviour to people.

e 7o participate in the dissemination and demonstration of
responsible actions.

Actions in the community

FCC cooperates with the communities where it works on
various projects aimed at the most disadvantaged groups.
These activities are grouped into the following lines:

e Social inclusion and access to basic services: initiatives
that promote the social development and the reduction of
inequalities in the communities where it operates.

e Creating value in the communities: actions related to
the growth of the business fabric in the geographical areas
where the company is located.

e Cooperation in education and environmental
awareness: partnerships with educational institutions for
dissemination and awareness-raising on issues related to
sustainability and on the business itself in the communities.
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6 o 6 7 million euros in

investment allocated to

social action

e Assessment of the social and environmental impact
of the operations: analysis of the impacts produced
by the company on the communities where it operates,
identifying their main concerns with the objective of
implementing whatever actions best meet their needs.

e Corporate volunteering: collaboration by FCC
employees on social action projects promoted by the
company.

The investment allocated to social action amounted to 6.67
million euros in 2016.
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Social inclusion and access to basic services

The company engages in socially responsible actions that

contribute to the social development of the population, thereby
reducing social inequalities and providing opportunities to the

most disadvantaged groups.

Social integration at FCC
Environment (UK): Abacus Furniture

Abacus Furniture Project, which is part of

the West Kent Extra NGO, has a partnership
agreement with FCC Environment (UK) to recover
waste and integrate people at risk of social
exclusion by collecting bicycles from urban waste
recycling centers where the company operates.

Abacus Furniture Project is responsible for taking
this waste to Rochester Prison so prisoners can

repair them. As many as 10 prisoners work with

an officer in a workshop designed specifically for
restoring these bicycles, which are subsequently
sold at Abacus’s shops at reduced prices.

Some prisoners work with Abacus in its shops
selling the bikes in order to get work experience.
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1 N0
POVERTY

FCC contributes to the eradication of poverty through
activities that promote the social and economic
development of the communities where it operates.

REDUGED
10 deaiires FCC carries out initiatives to promote the equality of
i people through the promotion of access to water and
—) other initiatives.

FCC Aqualia, reducing inequalities
and promoting access to water

As a company engaged in managing a public asset like
water, FCC has an added responsibility to society. For
instance, it entered into an agreement with the Vigo City
Council in collaboration with Social Services aimed at
helping families with limited economic resources to prevent
getting their water service cut off. The initiative allows the
city’s water supply service, which is operated by FCC
Aqualia, to recognise real cases where people cannot pay
and look for the most effective way to solve them, while
at the same time it allows the City Council to uphold its
commitment to promoting social equity and cohesion.

In addition, the company provides advice to other city
councils on facilitating access to water services to
people with financial difficulties. In addition, the company
employees who attend the customer services telephone
lines are particularly sensitive to social inclusion, and
refer some cases to the city councils’ Social Services
department.
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Social contributions at FCC Environment
(UK): the WREN Foundation and its

FCC Community Action Fund and FCC
Scottish Action Fund

WREN is a non-profit organisation that funds
social-based community projects in the area of
biodiversity and the protection of heritage using
contributions made by FCC Environment.

Since it was founded in 1997, it has invested more
than 200 million pounds in over 7,000 social and
environmental projects in the United Kingdom.

WREN currently contributes and channels funds
through two programmes:

FCC Community Action Fund, aimed at financing
projects in England and Wales within a distance
of 16 or less kilometres from FCC Environment
landfill. Applications can now be made through its
new online application system.

FCC Scottish Action Plan, for applicants in
Scotland, has been in operation since 1 April 2015
when the tax on waste disposal generated in
Scotland replaced the United Kingdom'’s system.

In 2016, the WREN Foundation allocated more
than 8.7 million pounds to 208 social projects.
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Creating value in communities

FCC, as a source of wealth and employment, has a
positive effect on the socio-economic development of local
communities through the services and infrastructure that it
offers.

The company’s activity means the creation of direct jobs, in
addition to hiring of local subcontractors and suppliers. Local
employment benefits both the community and the company
itself; it not only represents a decent, good-quality and
secure job, but the ongoing training it provides creates
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the groundwork so that these people can continue to
develop careers inside or outside the company, and these
local employees also provide FCC with a source of specific
knowledge of the environment and the awareness necessary
for the projects’ success.

The services FCC offers: environmental, integrated water
management and infrastructure services, serve to drive
the progress for the societies where it operates, since the
very purpose of the services provides local company users
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access to basis services such as drinking water, electricity,
and sanitation, thereby helping to improve municipal services
(waste management and street cleaning) and communication
with other areas and promoting the economic development
of its areas of influence.

During the construction of Panama Metro
Line 1 and Line 2, which is scheduled to be
completed by 2018.

FCC'’s construction area contributes to the
improvement of the quality of life of the
population living in Panama City. Specifically,
it is estimated that Line 2 will benefit more
than 500,000 Panamanians, saving them
from one to two hours of time in each trip.

In addition, during the construction works,
the communities or neighbourhoods

where the metro passes through are also
benefitting, since currently over 50% of the
workers contracted by the consortium belong
to the communities close tothe project.
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Cooperation on education and environmental
awareness-raising

Cooperation in the field of education constitutes one of the
main lines of the company’s social actions. FCC is working

with different educational institutions with the aim to share and
disseminate knowledge, focused especially on sustainability and
the environment, to contribute to the communities’ social and
cultural development.

QUALITY
EDUCATION

]

FCC promotes education in the communities
where it operates with the aim to promote the
dissemination of knowledge about its business and
sustainability.

FCC carries out awareness-raising in'erderioget
the community involved in the responsible use'of
resources.

United States
¢ University of Warrington
* Texas A & M University

Panama

¢ Technological University of Panama

* National Institute of Vocational
Training and Qualification, INADEH
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United Kingdom

¢ University of Salford
University of Liverpool
Bangor University
University of Birmingham

L]
L]
L]
* University of Warrington

The Netherlands
¢ TU Delft University of Technology

France

¢ College of Organic and Mineral
Chemistry (ESCOM)

¢ Lyon College of Commerce (IDRAC)

[ ]

Qatar
¢ University of Qatar

Saudi Arabia
¢ King Saud University

Spain

Carlos Ill University

University of Alcala

King Juan Carlos University
Comillas Pontifical University (ICADE)
Madrid Complutense University
Madrid Technical University
Alfonso X El Sabio University
European University
OpenUniversity UNED

CEU San Pablo University
Business School

University of Ledn

Industrial Engineers' Professional Association

Geomatic and Topographic Engineering
Professional Association

University of Salamanca

University of Cantabrila

University of Oviedo

University of Burgos

Gijon Technical University of Engineering
Mieres Technical University
Autonomous University of Barcelona
TechnicalUniversity of Catalonia
University of Tarragona

University of Saragossa

Technical University of Valencia
University of Alicante

University of Granada
University of Cadiz

University of Huelva

University of Jaén

Universit of Cérdoba

University of Seville

Malaga University of Economics and
Business

University of Castile-La Mancha
¢ Linares Technical University
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FCC Aqualia has cooperated with the
UNECE Regional Committee (UN) on its
“International Centre of Excellence on PPPs
(ICoE) programme in Spain, at the IESE
business school. The company shares its
knowledge in the area of water management,
contributing its extensive experience to the
development of PPP projects.

Furthermore, the company has participated

in the publication of the book “La Regulacion
delos Servicios Urbanos de Agua.
Experiencias a analizar desde Espana“ (The
Regulation of Urban Water Services in Spain),
which analyses the experience and the efforts
of various countries to regulate urban water
services.

WIESE & i) unece

La Requlacion

NEW CAIRO WASTEWATER
TREATMENT PLANT (EGYPT)
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In 2016, FCC has served over 20 years in
Panama. During this time, since it started the
company has carried out many projects that
have directly influenced the development of

the country. Listed below are different actions
performed, aimed at generating social developing
through training and qualification:

e The “My First School” programme seeks to
offer Panama’s students a better education.
The project is the result of the cooperation
agreement signed between FCC and
the Department of Economic Affairs and
Competitiveness of the Ministry of the
Presidency of Panama. The aim is to recover,
renovate, extend and equip over 3,000
official schools in the country, with a view to
providing students with a better education. The
refurbishment work amounts to three million
dollars.
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e Handicraft and dressmaking courses, in

partnership with the National Proffesional
Training and Human Development Institute
(INADEH), which seeks to promote the
participation of the the inhabitants of La
Valdeza, 19 Abril and El Coco, through
initiatives aimed at promoting capabilities and
developing creative skills.

e Training on heavy equipment for 120 INADEH

students, where they could carry out practical
training in the field on heavy equipment at the
La Valdeza quarry. FCC offered the space and
the construction equipment necessary to the

students to practise what they had learned in

the classroom.
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Education for sustainable development

FCC carries out dissemination and awareness-raising

campaigns on aspects related to sustainability and the
responsible use of resources. Its goal is to get society

to become familiar with the activities that FCC performs
and thus help to include sustainable habits in their daily
lives.

Corporate Social
Responsibility
at FCC
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Collaboration with FLACEMA CPV in the “Sustainable Development: Everyone’s responsibility?”

For the eighth consecutive year FLACEMA (Andalusian
Environment and Cement Workers’ Foundation)
launched the “Sustainable Development: Everyone’s
responsibility?” environmental awareness-raising
campaign aimed at secondary school students in the
areas around Andalusia’s cement factories.

In the 2016 campaign, the main goal was to educate
young people about the importance of sustainable
development, current environmental problems and the
main solutions they can contribute during their daily
lives.

At these seminars, managers from the various cement
manufacturers -including CPV- explained to the
students the importance of sustainable development
for the cement sector in Andalusia, as well as various

environmentally-friendly efforts, investments and actions
carried out in every factory.

This activity has been carried out since 2009, a total of
48 workshops have been held, and in 2016 they were
conducted in cement factories in Seville, Cordoba and
Malaga.

In addition, in 2016 the company organised (in collaboration
with FLACEMA) a seminar on the environment and
sustainability for the students at the Angeles Martin Mateo
Infant and Primary School in Alcala de Guadaira (Seville). At
this seminar, students calculated their ecological footprints
and received tips on how to minimise them as much as
possible. They also were told about the serious problem
wastes poses for our society, as well as the importance of
managing them in an efficient and eco-friendly way.

Promoting knowledge of the integrated water cycle by FCC Aqualia

The seventh edition of the drawing contest organised
by FCC Aqualia was aimed at encouraging young
people to discover, in a fun way, the management

of the integrated water cycle through a story that
recreates a great adventure in a digital environment.
The 2016 Little Artist contest has exceeded previous
participation records, with a total of 178 children from
five to fourteen years old (children, nephews, nieces
and grandchildren of FCC workers).

The prizes for the winners were Samsung Galaxy
tablets and digital aquatic cameras for the five finalists

in each category (children and teenagers). It should be
noted that children from Spain, Portugal and Uruguay
took part in the initiative this year.

In addition, with the aim of educating and raising
awareness about the importance of caring for the
surroundings and the environment, in 2016 FCC Aqualia
held more than 100 seminars with different groups, such
as housewives, pensioners and journalists, and over 50
visits to facilities were made by 15,000 students. Visitors
were explained how the integrated water management
cycle process is carried out and trained in the proper

use of the resource; responsible consumption, use of
toilets, managing oils, etc.
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Environmental awareness for protecting the aquatic environment

Dissemination of knowledge through
“green” classrooms by FCC Ambito

The construction of the project to upgrade the
hydraulic dam on the River Bogota, in Colombia,
offers numerous benefits for the municipalities
nearby and for the quality of life of their citizens,
since it means the mitigation of the risk of floods
for the inhabitants. This project has also improved e Creation of oversight committees in the

the river’s environmental situation, as it was very municipalities close to the project, so that the
polluted, due to the large amount of rubbish and different organisations and local communities that
the discharge of urban wastewaste from the are interested could find out about the progress
nearby municipalities, as well as wastewater from of the construction Works and the benefits of the
industrial waste, mining and building debris. project.

Many of the FCC Ambito’s facilities have e Celebration of special dates with the community.

“green” classrooms or training rooms with

AV resources and explanatory panels that
facilitate communication about the company’s
activities (industrial waste management and
recovery and soil decontamination). These
classrooms provide theoretical training on how
the facilities operate and the importance of
activities for promoting the circular economy.
Each year, the facilities are visited by different
groups and stakeholders, like those belonging
to the educational community, neighbourhood

e Hand-out leaflets in various areas, aimed at
informing about the benefits for the Community of
environmentally protecting the river.

associations and environmental protection

organisations, among others.

With the aim to create local awareness,
encouraging eco-friendly behaviour and
preventing these situations from happening

in the future, FCC Construction Colombia,
from the start of the project, developed an
environmental training programme focused on

With the implementation of the measures aimed

at increasing environmental awareness, there has
been greater environmental awareness, especially
among the local young people, who developed a
lasting awareness related to the preservation of the
environment in the river’s corridor.

local communities:

e Implementation of environmental campaigns
with the community and project officials.
Specifically, the “Sowing water, harvesting life”
campaign was aimed at reminding people
of the importance of preserving watersheds
and getting local communities involved in the
conservation project.

Ecology as an integral part of
education, by FCC Environment

FCC Environment (CEE) wants to be

part of the daily lives of individuals and
companies and increase their environmental
awareness, especially in terms of the
younger generations. For this reason, it has * Development of environmental workshops
developed training modules in ecological with various local schools. Aimost 2,000

awareness that are t?UQht in communities schoolchildren have participated in the tree
where they offer services. They show planting exercise organised.

children how to use resources efficiently.
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Assessment of the social and environmental impact of
operations

The company assesses the contribution it makes to
communities and their environment, and analyses the
problems in the environment that can be caused by its
activities. FCC’s businesses meet the conditions established
in the Environmental Impact Statements of the projects it
implements with the objective of preventing impacts and
mitigating any it may have caused.

In 2016, more than 40 families are making
use of the therapies and the advice provided
by staff specialising in functional diversity,
thus expanding their social and employment
opportunities.

Social and environmental responsibility in FCC Construction’s projects

FCC Construction has a metric for assessing

the social and environmental sustainability in the
tenders it submits. In addition, it has designed
and maintained a database to analyse the results
obtained through its own computer tool.

Specifically, the metric assesses whether the
project being tendered entails relocation of
individuals or communities, whether it negatively
affects any unique heritage element and whether
it has an environmental impact study or any type
of provision for the prediction and mitigation of
impacts, whether the construction project means
increased access to basic provisions (water,
communication, electricity, etc.) for the people,
whether citizen participation has been included at
any time and whether the project has a specific
and well-known social response.

The classification of the project by defining whether

its environmental and social risk is high, average or
minimum, allows for the early identification of relevant
requirements when it comes time to submit the tender,
assess and audit the project. Of the 399 projects
tendered and studied in 2016, 63% had minimal or

no environmental and social risks; 37% an average
associated risk and 0% had a high risk.

This new metric joins the “Initial Risk Report”, which
analyses the construction project’s contractual risks, its
financial, insurance and tax risks, and its technical and
economic risks. The results of both analyses provides
complete information on all areas of sustainability,
which helps the company in its decision-making
process regarding whether or not to submit a bid.

In 2016, the company reviewed its management
system, comparing it to the International Finance
Corporation’s guidelines and guides and also drafted
a basic handbook, which explains how construction
projects works should act in the event of them
impacting on local communities, including the case of
indigenous peoples.
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Corporate Volunteering

“FCC Volunteers, with you, more people are involved”

Volunteer programs are an opportunity to promote, among
employees, the benefits of participating in corporate
citizenship projects, thereby supporting the company’s mission

to create value for society and contribute to people’s well- This project f(?oused on the caniti\{e stimulation The programme, Whlich curreqtly covers a total of 347

being. Volunteer projects are implemented in the fields of of pgople ét risk of exclusion, |§ mainly almgd at pe(.)P.le’ is glmed mainly at residents of old-age people

cooperation, environmental education and humanitarian aid in helpmg to improve thg well-being and quality of facilities without resogrces' and day'care centreg at

emergency cases. In‘§ of OIQer persops wﬂhgut resources thrgugh the the Ngestra Casa residential homg in (?ollado V!Ilalba
stimulation of their cognitive state, the main cause (Madrid) and the Nostra Casa residential home in

FCC and its businesses areas encourage employees’ of their fragility and dependence. Fort Pienc (Barcelona). Both facilities were built and

participation in achieving the company’s objectives related subsequently donated to the local administration by

The activities carried out are mainly of two types:

to the community. The volunteer programme helps projects | ) i
lectures on cultural, medical or recreational topics,

from the Esther Koplowitz Foundation, a leader in Spain in the

the Esther Koplowitz Foundation.

provision of assistance to the most disadvantaged people. which generates a transmission of knowledge Through this project, FCC increases its relationship
from the volunteers to the residents of old-age with its employees, while these latter channel their
people homes, but which also encourages active desire to make a social contribution and build
participation or debate by residents; and music emotional bonds among themselves, with the facilities’
and dance related activities that stimulate senior residents and with the company.

citizens’ physically and psychologically.
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A sustainable company that pursues efficiency and innovation

Efficiency and environmental protection are strategic business The provision of services for the operation of urban Citizens are the backbone of all FCC activities and their needs
priorities for FCC. Combating climate change, efficient communities presents new challenges in terms of the shape the Group’s corporate strategy. The trends that are
management of resources, and the mitigation of issues are incorporation of technology, the relationship with the end transforming the way in which the population evolves are those
present from the project planning stage to their delivery and user and the consideration of the life-cycle of products and on which the company must base its innovation efforts in order
subsequent management. services, as well as great opportunities in the newly coined to adapt to the future challenges of cities.

concept of the circular economy.
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Climate change, a challenge for all of us

Climate change is one of the challenges that has generated
the greatest response on the part of authorities and
governments, developing a set of regulations, commitments
and market-based instruments which businesses should take
into account.

Since 2011, FCC has included this concern for climate change
among its commitments and its management systems. After
the achievement of recent global milestones such as the
agreements reached at the Conference of the Parties held in
Paris in 2015 (COP21), the company is reforming its policy and
objectives to transfer them to the businesses and to align them
with local agendas where it performs its operations.

The European Union developed the strategy for adapting to
climate change, which includes measures to be integrated into
national plans such as efficiency in water use and adaptation
of the construction sector, areas that undeniably have strategic
importance for FCC businesses. This EU mitigation strategy
seeks to contribute to the global goal of halting the increase in
greenhouse gas emissions (GHG) before 2020 and reducing
them to 60% of the 2010 figure before 2050.

FCC’s response to this transition to a low carbon economy,
which, moreover, does not affect its growth rate, should be the
adoption of innovations in processes, operational efficiency to
reduce resource consumption, and, across all businesses, the
implementation of its climate change strategy.

FCC's climate change strategy

The Climate Change Strategy was approved by the Board of
Directors in 2011. The ultimate responsibility for overseeing
this strategy and the monitoring of the risks presented, lies in
FCC’s Climate Change Committee, comprising representatives
of the business divisions and the Group’s Corporate
Responsibility role. Its specific function is to coordinate the
implementation of the strategy in the company.
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1 CLIMATE
ACTION

<

FCC, through its Climate Change Strategy and related
commitments, contributes to the reduction of GHG
and to improving process efficiency.

Responsibility for the Climate Change Strategy of FCC Group

Directors

Climate
Change Committee

Lines of Business

Functions

e Adoption of the Strategy.

e Monitoring the inventory of FCC’s GHG emissions.

e Analysis of risks and new opportunities in the face of climate change.

e Company’s position regarding the adaptation and mitigation of climate change.
e Preparation of responses to requests from external stakeholders.

e Main prescriber within the Group for aspects related to climate change.

e Adaptation of the Group’s Climate Change Strategy to each sector.
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The pillars of the strategy

FCC faces the fight against climate change from a dual
perspective, mitigating the risks related to global warming,
and exploiting the associated business opportunities, focusing
on designing efficient products and services that contribute to
mitigation and the adaptation of the consequences of climate
change.

" Focus on the calculation of FCC
Improve the position as a company

that offers solutions to fight climate . . Group s GHG emlssmps on .the
change, by means of effective Communicate Monitor organisation’s carbon footprint, and

ol services and products under
communication. o ) .
prestigious international standards.

The climate change

_ strategy of FCC is based \
Offer new services and on five pillars Offer services and
products that are more Innovat Redu ducts that h
efficient and less carbon ovate eaunce [euteRe ER U

intensive. lower carbon footprint.

Adapt the activities to new future conditions, positioning
ourselves as a company that provides services to adapt to
climate change.
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The challenges and opportunities for adaptation to climate change

i
<
FCC environmental services

Impacts on the activity

Faults and interruptions in the operation and maintenance of the
equipment and risk in the integrity of the infrastructure.

Risk in the availability of water resources.

Stricter regulation regarding the use of resources necessary for the
activity of the companies (particularly water).

Risk associated with the vulnerability of the urban plant heritage.

Associated challenges Potential opportunities

e Management of the faults in the operation processes, together with e Projects to improve the waste management infrastructure in
downtime or interruptions generated. developing countries.

e Ensure the integrity of the infrastructure and equipment. e Renovation of infrastructure as a means to manage extreme post-

¢ Reduce health risks to personnel. event situations.

¢ Financing of international projects in vulnerable countries within the

e Condition facilities to minimise impacts.
framework of multilateral banking initiatives.

e Implement best practices in the management of urban services to

reduce water consumption e Organisation of cleaning crews in suburban zones to minimise.

fire risks in collaboration with civil protection, fire prevention and

e Develop services and best practices for the protection of urban U )
extinguishing services.

biodiversity and promote eco-systemic services.

@ FCC water

Impacts on the activity

e Restriction in the availability of necessary resources.

e Risks associated to the integrity of company assets.

e Increases in operating and maintenance costs in the facilities due to

changes in the characteristics of the resource (water) or changes in
the operating conditions.

Associated challenges Potential opportunities
e Response to increases in demand in a scenario of greater shortages © Development of new products and services; development of
of resources. monitoring systems and water management, consumer-level
e Adjustment to a more restrictive future regulatory framework for the training.
use of water. e R&DA&l in the sphere of water management and saving.
® Increased risk of conflict as a result of water usage. e Collaboration with the Administration to integrate climatic change

into the development of the sector, and cooperation with other water
consumer sectors in order to harmonise the activity of the sector
with sustainable use of the water.

e Ensuring maximum efficiency in the processes of distribution, supply
and consumption of water.

e Financing of international projects in vulnerable countries within the
framework of multilateral banking initiatives.
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The challenges and opportunities for adaptation to climate change (continuation)

Impacts on the activity Associated challenges Potential opportunities

e Increase in the costs of the production, operation and maintenance e Stagnation in the activity of the sector in historic markets. e Opening of new markets, the need for short-term adaptation
Processes. * More situations of reputational or legal damage. mechanisms.

¢ Legal or reputational risks. e Incorporating climate criteria into the activity of the companies. * Development of more sustainable new products/services.

e Restriction in the availability of resources. « Adjusting to a new regulatory framework of greater environmental e |Improvement as a company committed to environmental aspects.

e |ncorporation of climate criteria in the regulation of the sector. pressure. e Collaboration with the Administration in the integration of climate

e Loss of competitiveness due to the effects of climatic impacts. * Ensure the economic viability in the face of increased costs. change in the development of the sector.

e Risk to the integrity and physical characteristics of the assets, e Financing of international projects in vulnerable countries within the
products or projects. framework of multilateral banking initiatives.

a4

000

Impacts on the activity Associated challenges Potential opportunities

e Restriction of activity according to climatic criteria in the regulation of e A higher frequency of legal or reputational damage situations. e Research to encourage the use of new raw materials that reduce the
the sector. e Incorporation of climatic criteria in the activity of companies, such emission ratio due to the chemical reaction in decarbonation.

e Increased costs of production, operation and maintenance due to as the reduction of emissions in the grinding and firing process of ® Use of biomass as fuel: agricultural, forestry or sawmill waste.
rates. limestone. e Regeneration and recovery of hazardous waste such as solvents

e Environmental penalties. e Ensuring economic viability in the face of increased costs. and mineral oils.

e Legal or reputational risks. e Collaboration with the Administration in the integration of climate

e The need for investment to adapt the product to the characteristics change in the development of the sector.

required by customers (due to the need for infrastructure resilience).
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Reduction of GHG emissions as a priority objective

In its Climate Change Strategy FCC sets out quantitative
targets for the reduction of emissions in each one of the
company’s lines of business and performs the periodic
measurement and monitoring of greenhouse gas emissions
(GHG).

The company aims to reduce 360,000 tonnes of CO»
equivalent, so that in 2020 an Mt CO»eq ratio/millions of euros
of turnover achieves 3% lower than at present, through the
promotion of initiatives related to energy efficiency, sustainable
mobility, recovery and recycling and waste management.

During 2016, the direct emissions of greenhouse gases have
remained constant with respect to the previous year. The
slight increase of 0.75% was mainly due to the increase in
production of Cementos Portland Valderrivas.

FCC’s Climate Change Strategy sets the goal for the
upcoming years of quantifying scope 3" emissions in each of
the company’s businesses, to help create specific action plans
for their reduction.

FCC Group’s direct and indirect GHG emissions (Scopes 1 & 2) (tCO. eg/year)

9,688,669.00

111

10,236,679.00

10,393,255.00

10,471,672.45

2013 2014 2015

2016
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Emissions reduction and energy production
through waste recovery

FCC develops innovative solutions in treatment and recovery
plants belonging to FCC’s Environment division to generate
energy from biogas and to maximize the performance of
co-generation, making the most of the energy potential of this
gas which is generated during the treatment of urban waste. In
2016, 43,168 GJ of energy was generated from biogas energy
recovery from biomethanization and biogas from landfill sites.

FCC promotes the generation of energy from
renewable sources, such as energy from waste,
solar and wind energy

() Scope 1: Direct emissions generated at sources owned by the
company or under their management.

Scope 2: Emissions from the generation of electricity consumed by
the company.

Scope 3: Indirect emissions due to the activity of the company but
in sources that are not owned or under FCC management.
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FCC energy consumption

In 2016, the levels of energy consumption remain stable,
compared to 2014 and 2015®@, an increase of 3.2% in 2016,
reaching 37,053,856 GJ.

FCC uses the Technical Guide for Energy Efficiency which
promotes energy savings in its corporate facilities and the
reduction of emissions, significantly improving efficiency.

Total energy consumption (GJ)

50,000,000
45,000,000
40,000,000
37,053,856

36,191,589 35,898,708 )
35,000,000 e -
30,000,000
25,000,000

2014 2015 2016

@ The total consumption of energy has been calculated by updating
the CPV and A.S.A data.

FCC is making progress in the implementation of the Energy
Management System in accordance with UNE-EN ISO
50001:2011, achieving certification in FCC Aqualia and

FCC Environment in 2016 in Spain and in the corporate
headquarters of FCC and its businesses. This certification
guarantees the continuous and systematic improvement of the
company’s performance in terms of efficiency and contributes
not only to cost efficiency, but also to the reduction of
greenhouse gas emissions.

In addition, FCC promotes the use of other renewable sources
for energy generation, including solar and wind power.

Consumption of self-produced energy

0.1% 0.2%
N

24.2%

. 0.1%

13.2%
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Solar thermal power plant in Villena, Alicante (Spain).

From photovoltaic or solar-thermal panels (GJ)
. 0.2% From wind turbines (GJ)

. 13.1% Biogas (GJ)

@ 29.2% Biomass GJ)

. 13.2% Waste (fossil fraction) (GJ)

. 24.2% Other fossil fuels (GJ)
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The consumption of renewable fuels has increased with
respect to 2015 by 11.8%, mainly due to an increase in the
consumption of biomass of 22.2% with respect to 2015.
The consumption of non-renewable fuels has increased by
7% compared to 2015.

Guzman solar thermal power plant, Palma del Rio, Cordoba (Spain).

Corporate Social Connecting Smart services Exemplary Triple About this Financial Corporate
Responsibility citizens commitment bottom line report Statements Governance
at FCC
X“&a"4q" D
Consumption of renewable fuels acquired from third parties according to business divisions (GJ)
Environmental
Fuels Services Water Construction CPV Total
Bioethanol 1,278.3 - - - 1,278.3
Biodiesel 280,242.8 - - - 280,242.8
Biogas 142,595.8 71,341.0 - - 213,936.8
Biomass 64,561.0 - - 837,406.0 901,967.0
Consumption of non-renewable fuels acquired from third parties according to business divisions (GJ)
Environmental
Fuels Services Water Construction CPV Total
Natural gas 591,920.7 21,808.0 1,045.0 238,379.0 853,152.7
Petrol 57,514.3 824.0 21,1271 857.0 80,322.4
Diesel 2,589,884.5 114,836.0 1,127,609.8 151,889.6 3,984,219.9
Fuel ail 5,5665.2 - 132,509.1 1,776.0 139,850.3
Propane and butane 1,854.0 - - 2,441.0 4,295.0
Conventional fossil fuels in
clinker kilns 2,349.0 - 22,209,799.0 22,212,148.0
Alternative fossil fuels in
clinker kilns - 2,155,493.0 2,155,493.0
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FCC Environment's fight against climate change

FCC Environment works continuously on the implementation
of best practices that focus on the fight against climate change
and contribute year after year to reducing greenhouse gas
emissions and the achievement of Sustainable Development
Goals and the targets set around them for 2030.

Strategy for the reduction of FCC Environment’s
carbon footprint

From 2011, FCC’s Environment division has calculated the
carbon footprint of the organization and monitors its evolution
year after year to assess the benefits and the return of the low-
carbon policy undertaken in the management of its services
and facilities. This promotes the improvement of efficiency in
the use of resources and mitigates the diffuse emissions of
GHG emissions.

In 2016, there has been a reduction of 26.25% of diffuse
emissions of GHG emissions from landfills, thereby exceeding
the reduction target set in 2013 of 16%.

The measurement of the footprint allows the division to identify
the sources of GHG emissions on which it must act to reduce
it. Thus, during 2016, emissions from the energy consumption
of the vehicle fleet has been the main source of Scope-1
energy consumption emissions®; therefore, in the next
reduction plan the division will focus on reducing emissions
from this source.

Emission reduction plans in FCC
Environment (UK)

Each year FCC Environment (UK) measures its
carbon footprint so that it can plan its targets to
reduce emissions for the year 2020. The company
sets emission reduction plans on-site, and monitors
their progress, and has it an Emissions and
Sustainability Policy in order to promote them.

In 2016, and for the third consecutive year, FCC Environment
has recorded the calculation of the organisation’s carbon
footprint in the Register at the Spanish Climate Change Office
(OECC Spanish acronym) within the Ministry of Agriculture and

Fisheries, Food and the Environment, and has submitted the
process to external verification by an independent third party
based on the GHG Protocol.

In 2016 FCC Environment completed the certification of its
Energy Management System in the 17 offices in Spain in
accordance with UNE-EN ISO 50001:2011. This system
allows FCC Environment to understand how energy is being
consumed in the provision of services and to implement
efficiency measures, such as:

These measures help to strengthen the positioning of FCC
Environment and its commitment to the environment, while
improving the competitiveness of the company in tenders and
bids.

e Use of high-energy efficiency vehicles, hybrid vehicles or
100% electric vehicles, or vehicles that use alternative fuels
(Natural Gas). These eco-friendly vehicles now total
1,740 units.

e Use of renewable energy on-site.
@ Scope 1: Direct emissions generated at sources owned by the

company or under their management.

Scope 2: Emissions from the generation of electricity consumed by
the company.

Scope 3: Indirect emissions due to the activity of the company but
in sources that are not owned or under the management of FCC.

e Eco-efficient driving training for workers.

e Replacement of energy-consuming equipment for other more
efficient equipment such as lighting, electric motors, etc.

¢ Route optimisation systems.
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FCC Aqualia’s fight against
climate change

FCC Aqualia integrates the minimisation of the environmental
impact in its activity through the inclusion of improvements in
processes and an efficient management of resources. FCC
Aqualia carries out various initiatives that favour the reduction
of greenhouse gases and that are translated into a progressive
decrease in the carbon footprint.

Strategy for the reduction of FCC Aqualia’s
carbon footprint

In 2015 FCC Aqualia calculated the carbon footprint for all

its activities relating to the management of the integrated
water cycle in Spain. The calculation was verified by AENOR
and listed on the register which the MAPAMA® has for that
purpose. In 2016, the Carbon Footprint in the Czech Republic
was also verified, and in 2017 the Carbon Footprint of the
activity in Portugal will also be verified.

FCC Aqualia facilitates, with the publication of the Carbon
Footprint reports, the verification of the inventory of GHG
emissions and promotes transparency with its stakeholders.

“ Ministry of Agriculture and Fisheries, Food and the Environment.
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Energy certification of FCC Aqualia’s domestic activities

The Water division of FCC has implemented and
certified an Energy Management System throughout
the division (according to that established in ISO
50001), which has allowed it to comply with Royal
Decree 56/2016. The company had already opted for
this solution in 2015 trying to pre-empt the adaptation
to the European standards for energy efficiency.

Historically FCC Aqualia has managed energy as one
of the key aspects from the point of view of production
and economic management, linking the management
to the control of production, to maintenance and

to compliance with ISO 9001. In 2010, the Energy
Management System certification was initiated
through a pilot project for the implementation of
UNE-EN 16001. In 2011, FCC Aqualia adapted to
ISO 50001, expanding the scope in 2015 to all FCC
Aqualia contracts lasting over than 2 years. In 2016,
and in compliance with RD 56/2016, the company
proceeded to inform the different autonomous
communities in which it operates, representing 85%
of their total energy consumption.

The main initiatives taken by FCC Aqualia in contracts
are the following:

e Improved measurements by acquiring process,
energy and maintenance equipment.

e Calculation of energy performance of pumps.

e Optimisation and improvement of processes,
facilities and production equipment.

e Purchase of equipment with greater energy
efficiency.

e Optimization of the procurement of energy through
power.

e |nfrastructure maintenance.

e Improvement of the hydraulic performance of
the network - since lower water consumption
contributes to lower energy consumption.

Furthermore, in a general way, FCC Aqualia has
proceeded to the centralized management of energy
purchases and the performance of innovation projects
to improve efficiency.

The benefits of the implementation and certification of
the Energy Management System not only imply greater
production and economic efficiency, but they are also
associated with clear environmental benefits such as
the reduction of the carbon footprint, since the indirect
emissions resulting from energy consumption account
for more than 60% of same.
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FCC Construction’s fight
against climate change

Initiatives undertaken by FCC Construction for mitigation and
adaptation to climate change are aligned with the challenges
arising from the COP21 conference held in Paris and COP22
held in Marrakech.

COP 21 - Climate change conference, Paris MEASURES. Mitigation and Adaptation to Climate Change

Identifying risks and opportunities e Study our value chain, identifying potential impacts.

Assume the potential impacts that climate change could have on our * Preparation and verification of annual inventory reports on emissions according to the GHG Protocol, ISO 14064 and
value chain. ENCORD industry protocol.

Transparency e Registration of our Carbon Footprint in public records, demonstrating the FCC’s commitment to the climate change

problem and the vulnerability of the environment (CDP Climate Change Program, Registration of the Carbon Footprint at the
MAGRAMA).
e AENOR Carbon Footprint Certificate “CO. Environment Verified” (since 2012).

Address emissions reduction and reporting emissions, as well as
performing the carbon footprint calculation.

Commitment to the national objectives of the countries in Implementation of good environmental practices in order to avoid greenhouse gas emissions, with the annual target of
reducing emissions (INDC) reducing these emissions by 5%.

Prevent the global warming increase above 2°C.

Individual strategic actions Drafting sustainability reports with specific strategies for mitigation and adaptation to climate change.
Training employees on waste management and energy efficiency in order to minimise the impact on the environment.

Innovation in materials, technologies and construction methods that are more environmentally-friendly.

Development and communication the company’s clear positioning on
climate change.

Risks regarding the integrity of the products or company project e Ensure economic viability considering increased costs as a result of acting on climatic impacts.

acting on climate impacts: e Promote innovation projects to mitigate the effects of climate change and promote adaptation to same.

e Incentives for companies committed to redirecting their investments — Use of drone technology for planning and monitoring works.

to countries that establish emissions reduction targets. — Road markings with photosensitive painting that illuminates the road at night and is recharged during the day with
e Strengthen the capacity of countries to recover from the impacts of sunlight.

climate change.

3D printing of structures: extends the life of materials and recycles old structures.
— Evaluation of the influence of meteo-oceanographic climate on the behaviour of marine works.
New restoration techniques and environmental recovery of spaces affected by large movements of earth.
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In 2016 FCC Construction joined the so called #PorEIClima
community launched after the Paris Agreement, in which the
Organization establishes commitments to reduce its GHG
emissions.

1 PARTNERSHIPS
L FCC subscribes to initiatives and participates in
forums to help to achieve the goals related to the

fight against climate change.

&

Strategy to reduce FCC Construction’s carbon
footprint

Since 2011, FCC Construction has verified its greenhouse gas
emissions and has had its Carbon Footprint certified since
2012 by AENOR with the “CO, Environment Verified” stamp. In
addition, FCC Construction has registered its carbon footprints
for the years 2012, 2013, 2014 and 2015 in the register of
carbon footprint, compensation and absorption projects,
created in 2014 by the Ministry of Agriculture, Livestock and
Environment, and was the first construction company to
appear on that public list.

In 2016, the company obtained the “calculate and reduce”
stamp, one of 19 companies out of more than 360 that are
part of the Registry, that has achieved this distinction that
accredits emission reduction.

) Scope 1: Direct emissions generated at sources owned by the
company or under their management.

Scope 2: Emissions from the generation of electricity consumed
by the company.
Scope 3: Indirect emissions due to the activity of the company

but in sources that are not owned or under the management of
FCC.
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In order to measure the carbon footprint, FCC Construction
identifies the main sources of greenhouse gas emissions of its
works and permanent work centres, defines the boundaries
of the organisation and operational limits, and collects and

transmits activity data from the work site to the corporate level.

FCC Construction quantifies the emissions of scope 1, 2
and 30,

For the calculation of the inventory of greenhouse gases, a
centralised approach is used, integrating activity data received
from each of the work sites and permanent work centres, and
quantifying the emissions at the corporate level.

In addition, the company also carries out awareness-raising
initiatives for employees, suppliers, and subcontractors, with
the aim to reduce their emissions of scope-3 greenhouse
gases, contributing to the fight against climate change.

Cementos Portland
Valderrivas's fight against
climate change

CO, emissions in the cement industry are produced during the
decarbonation of limestone process and in the combustion

in the fossil fuel furnace. Given the nature of its business,
CPV'’s strategy against climate change focuses on mitigating
these CO, emissions through the replacement of natural

raw materials with other decarbonated substances, and by
replacing fossil fuels with alternative fuels from biomass.
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Cementos Portland
¢~ Valderrivas

47,246.6 tons of CO;

avoided in 2016

The objectives of Cement Portland Valderrivas to mitigate
climate change are aimed at a gradual approach to the
European benchmark value of CO, emission per tonne of
clinker (766 kg of CO»/tonne of clinker) known as the CO»
emission factor (a value calculated based on 10% of the most
efficient cement production factories in Europe).

Direct emissions of CO. in 2016 reached 5,678,982 tonnes,
assuming an increase of 4.2% compared with the previous
year.

The division has fostered the responsible use of fossil fuels
and has opted for biomass as an alternative fuel, leading to
47,246.6 tonnes of CO, being avoided in 2016.
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Adaptation to the circular economy

The linear production model, the common element of the
evolution of the global economy, is now limited by the
shortage, depletion of raw materials and the degradation of
the environment, forcing us to rethink the model of productive
growth that has dominated since the industrial revolution.

The evolution towards a circular economy is put forward

as a viable solution to achieve efficient production models
that contribute to smart, sustainable and inclusive growth®
of economies, and the protection of resources, reducing
environmental impacts and the fight against climate change,
while at the same time the competitiveness of production
models is promoted and new opportunities for job creation
arise.

Given this new cycle, FCC is committed to transforming its
activities and changing its business model, based on the
principle of “closing the life cycle” of products, services, waste,
materials, water and energy; strengthened through public-
private partnerships, focusing on the city of the future and the
welfare of citizens.

© According to what was stated in the Circular Economy Package
and the “Europe 2020” growth strategy for “a resource efficient
Europe”.

) Framework of the Spanish Waste Management Plan.
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Direct contribution of FCC to the circular economy, through
the management, treatment and recovery of waste

FCC Environment contributes to fulfilling the objectives
of preparation for re-use and recycling established by
PEMAR®,

FCC has a line of business that specialises in integrated
waste management, which contributes 52.6% of the

Group’s EBITDA, with a collection volume of more than 5.6
million tonnes of different types of waste in 2016 (industrial,
commercial and urban, hazardous and non-hazardous waste).

The following chart shows the percentages of waste collected
by type in 2016.

0,
0.2% 5.3% 4.1%

7.2% 10.4%

72.8%

12 s,

QO

FCC contributes to responsible production and
consumption, extending the waste it manages and
by improving process efficiency.

13 &

<

FCC contributes to reducing greenhouse gases via its
efficient waste management business.

4.1%

Hazardous industrial waste

. 10.4% Selective waste collection

72.8% Raw waste

@ 2%
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5.3%

Non-hazardous industrial waste
Other hazardous non-industrial waste

Other non-hazardous non-industrial waste
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FCC also maintains facilities for the treatment of all types of
waste. Among the various processes performed are those of
recovery, disposal in controlled landfills, deposits in slag tips
and stabilisation. In 2016 the company treated 11,492,809

tonnes of waste at its facilities®.

Waste treatment:
% of the total treated at FCC facilities

Recovery in sorting and classification plants 9.2%
Recovery by biological treatment 7.6%
Recovery by heat treatment 7.6%
Elimination in controlled landfill 47.8%
Deposits in slag tips 1.1%
Recovery by recycling 0.3%
Recovery by physical-chemical treatment 6.4%
Stabilisation 1.5%
Transfer to an end manager 18.5%

Only in Spain, and thanks to the recovery of materials at FCC'’s
treatment plants, has it been possible to manage to avoid

the emission of 272,639 tonnes of CO.e (after opting for the
treatment in place of its disposal in a landfill), and 42,987
tonnes of COze (a result of the recovery of materials and their
reintegration in the productive process as raw materials).

Triple About this Financial Corporate
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Best practices that promote the circular
economy

In addition to contributing to the transformation of the
production model from its own activity, FCC Environment
carries out initiatives and best practices that are aligned with
the principles of the circular economy in its day-to-day running
of its facilities.

FCC promotes the generation of energy from
renewable sources, especially from waste.

© Data corresponding to the facilities where FCC has operational

control.

) (
Collection of waste at Selective Waste recovery Generating energy
recycling centres collection line from waste
Establishing best practices Awareness-raising Promotion of the recovery 43,168 GJ of electric
in the collection of waste, campaigns and of materials through the energy has been
allowing, for example, in the awareness to improve the expansion, automation generated from the biogas
recycling centres of separation of waste at and reorganisation of the from biomethanisation
Valdemoro, Pozuelo and source and citizen classification lines, which and from the landfills
Galapagar, wood recovery, participation. has allowed a higher where the Division
the recycling of 3,700 volume of materials to be operates, thus being able
tonnes of this material, thus recovered in the to avoid 3,058 tonnes* of
avoiding 6,600 tonnes of Cartagena waste CO2 equivalent.
COa. treatment plant avoiding
24,239 tonnes of COo.
. J \. J \. J \. J

(*) The emissions factor in the report, CO2 Emissions from Fuel Combustion 2016 by the IEA
(International Energy Agency), has been used for the calculation of emissions avoided in the generation of energ.



07

Letter from FCC Group. FCC Group Performance Corporate Social Connecting Smart services Exemplary Triple About this Financial Corporate
the Chairperson Business model strategy in 2016 Responsibility citizens commitment bottom line report Statements Governance
Letter from the CEO atFee

X"a4q" D

150 - FCC_Annual Report_2016 - Smart services - Adaptation to the circular economy - Page 3 of 7

Monitoring the savings generated

FCC Ambito, through recycling and recovery,
contributes to the circular economy model, extending
the life of the waste by returning it to the productive
cycle. The management of these wastes can generate
a positive impact by saving resources such as water
or electricity. Below are some estimated examples © of
savings that could be obtained on the basis of waste
management in 2016:

¢ Recycling more than 190,000 tonnes of paper
and cardboard could prevent the emission of up
to 170,000 tonnes of CO; into the atmosphere,
potentially achieving savings in electricity
consumption of up to 600,000 MWh, and savings in
water consumption of more than 3,000,000 m?.

e Recycling more than 125,000 tonnes of glass that

has saved 1% of energy for every 4% of cullet, which

could result in a reduction of 45% of CO, emissions
in the manufacturing of new glass when using 90%
recycled glass.

e The recovery of 87.32% of the total weight of
electrical and electronic equipment which entered the
facility, equivalent to around 122,000 tonnes of CO..

e Recovery of 5,142.88 tonnes of oil residues, selling
1,237.56 tonnes of alternative fuel oil.

e The recovery of 658 tonnes of fuel oil recovered
from the separation line of the phases of water with
hydrocarbons, equivalent to almost 7,000 MW of
electricity and 2,000 tonnes CO:; e.

e Recovery of 13,079 tonnes of waste derived fuel
(WDF) and ferrous metals from waste disposed in the
recovery processes of paper, cardboard and plastic.

© Sources consulted to estimate the savings for the different wastes

treated were:
Paper: Aspapel.

Water and electricity: Bureau International Recycling.
Glass: European Federation of Glass Recyclers y Ecovidrio.

Waste electrical and electronic equipment: Catalan Climate Change

Office.

FCC Environment (United Kingdom)
committed to energy recovery from waste

In recent years FCC’s UK division has carried out a
business transformation process towards a model
based on recycling and the energy recovery from
waste, moving away from the disposal in landfills
model. The company operates in three energy
recovery facilities - Energy from Waste (EfW) - in
Nottingham, Kent and Lincoln, and in 2016, it
initiated the installation of power generation from
waste “Energy from Waste”, in Greatmoor, near
Calvert, which is a step forward in the transformation
of business models towards the circular economy
based on extracting the maximum value from waste,
responding also to customer requirements. In 2016,
considering that the activity began in June of that year,
the facility received a total of 188,601.84 tonnes of
waste from which 128,149.51 MW were generated.

FCC is building small wind turbines in recovered areas
of landfill and has been granted permission for the
construction of wind turbines on old landfills. It also
has 20 energy crop plantations at their own facilities.
This way some of the fossil fuel used in power stations
will be replaced and eventually used at the company’s
anaerobic digestion facilities.




07

Letter from FCC Group. FCC Group Performance Corporate Social Connecting Smart services
the Chairperson Business model strategy in 2016 Responsibility citizens
at FCC

Letter from the CEO

151 - FCC_Annual Report_2016 - Smart services - Adaptation to the circular economy - Page 4 of 7

Environmental awareness to create a culture towards a circular economy
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FCC Environment participated in the European Week for
Waste Prevention 2016, whose objective is the promotion
and implementation of awareness-raising actions on
sustainable resource and waste management directed
towards a circular economy.

FCC Environment launched, in collaboration with charitable
entities, the ATHOS® project (everyone moving toward
sustainable objectives). During the implementation of the
initiative, recycling bins were placed in 19 workplaces in

16 Spanish cities, which were subsequently collected for
reuse by charitable associations.

This initiative was promoted by the company for its
workers to become ambassadors of best practices that
benefit society.

ATHOS®
(everyone moving towards sustainable goals)

The company also launched a quarterly-based
environmental awareness campaign, aligned with the
SDOs at all its facilities. The aim of the campaign was to
raise awareness among employees about the efficient
use of energy, water and fuel, efficiency in driving and
the importance of the three Rs of the circular economy;,
“reduce, reuse and recycle”.

E

CAMPARA DE RECOGIDA DE ROPA Y AEE -
O ey it ol sbiiene CAMPANA DE RECOGIDA
de Ropa® y AEE**

P reumibsncin @ s da i cadess de ampreses sebdarios

ko mofor inciativo de reduschén, revilivockin 7 reckofs.
Consuha a3 bases del contursa o ol folets dixponssie an formass paped o on ln drsuibe:

#FCCAthos
#FCCpremiodR
FEWWR2016

b

Porglote Tundbe

SEMANA EUROPEA DE LA
PREVENCION DE RESIDUOS
19-27 NOVIEMBRE 2!
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*
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Efficiency in the integrated water cycle

CLEAN WATER
AND SANITATION

FCC contributes to guaranteeing the availability
and the sustainable management of water and its
sanitation.

Water is essential for the development of life and human
activities. Factors such as global warming heighten water
stress and alter the availability of water resources around the
globe. For this reason that the management of this resource
should be approached from the perspective of efficiency and
sustainability, to ensure its availability in the future.

FCC Aqualia is the business engaged in activities ranging
from the collection, treatment and distribution of water, to
the debugging, design and construction of the necessary
infrastructure, with experience in projects in geographical
environments and which have very different resource
availability.

Specialised in integrated water cycle management, it is
aware of its role in water management, and works to alleviate
supply problems which may result in increased water demand
worldwide, by incorporating innovative technology that

allows greater efficiencies and reduced leakage, and through
educating users towards responsible consumption.

The automation of this activity and innovation applied to
operations have allowed projects such as the reuse of waste
water which help to preserve the resource; the implementation
of the remote-reading system (4,469 meters) which records
and sends the customers’ consumption details; the new
cleaning vehicles that minimise acoustic effects by up to

35%; and the conditioning of neighbourhood collectors for
incorporation into the sewage network.

Volume of captured water for management (m?)

615,463,970 620,994,212 637,939,281

2014 2015 2016
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The total volume of captured water by FCC Aqualia in 2016
and its management was 637,939,281 cubic metres. By doing
this, the capture levels remain relatively stable with a minimum
increase of 2.7% over the previous period.

FCC Aqualia contributes, moreover, to the circular economy
and eco-efficiency in its processes through sustainable
practices at its facilities and investments in innovation projects
to find new solutions that promote the reuse and recovery of
waste. With the INCOVER project, which has been financed
by the European Union within the H2020 programme, and
which has a budget of 8,431,385 euros, FCC Aqualia uses
waste water treatment technology to convert waste water
treatment plants into factories of ecological value. In the waste
water treatment plant (WWTP) El Torno, in Cadiz, through the
treatment and purification of waste water, it is expected to
obtain bioplastics, biomethane and, finally, reclaimed water.
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Reuse of recycled material resources

in construction activity

By the very nature of its work, the construction sector is
especially intensive in the consumption of natural resources,
considering both the ground where the works are located and
the materials needed for their execution, water and energy.
In the paradigm of the circular economy, the management of
FCC Construction has continued to make progress towards
a rational and more efficient consumption of resources,
minimising consumption by adjusting the need for water,
energy and materials of each project to the availability of
resources, as well as seeking efficiency in their use and
consumption.

One of the main challenges of the projects is the reduction of
resources used and the reduced waste taken to landfill, since
FCC Construction works with very high volumes of earth, and
despite not being hazardous waste it can have a significant
environmental impact, as well as the loss of an opportunity to
utilise a material that is potentially useful for business. For this
reason, it reuses surplus land excavation earth as filler material
in the project itself, provided that it is permissible, or it seeks
possible alternatives to sending it to landfill, thus reducing
consumption of land from loans and the overexploitation of
natural resources.

Regarding the use of water, an element that, although not
used in especially high amounts, it is essential in construction,
FCC chooses responsible consumption, giving priority to the
recirculation and reuse of certain process water used on site,
as long as the levels of quality required for different activities
allow it.
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Reuse of construction and demolition waste in the Port of Acu (Brazil) breakwater

The amount of construction waste generated in the
Port of Acu building works, located on the northern
coast of Rio de Janeiro in Brazil, especially the
concrete and aggregates which exceeded 80,000 m?,
led FCC Construction and the client to consider the
possibility of using this material for the construction of
the breakwater, rather than eliminating it in a landfill.

Much of the waste material was used to prepare
the sloping breakwater foundation bed and to fill the
caissons, providing an environmentally friendly and
economic alternative for the work.

This measure allowed to:

¢ Reuse of a volume of material considered to be
an environmental liability, preventing the inert
material from being deposited in another location
which undoubtedly would have had a greater
environmental impact.

e Avoid the production and acquisition of equivalent
rock volume for the execution of the sloping
breakwater.

e Reduce costs associated to the disposal of waste
material, such as transport costs and the final
disposal of waste.

¢ Reduce the costs associated with filling the
caissons, using the waste material instead of sand
dredging.
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Recovery in the Cementos Portland Valderrivas business

In the cement and concrete industry, 100% recyclable
material, contributes directly to the application of the principles
of the circular economy.

CPV carries out waste energy recovery actions as a priority
option, supplementary to recycling, compared to landfill or
disposal.

The highest performance in thermal recovery has taken place
in the factories based in the US, reaching a ratio of 24%. The
Harleyville factory leads the use of alternative fuels recovering
50% in 2016.

The main recovered wastes was: MBM, coffee grounds, cocoa
husk, waste from the breaking up of old vehicles, solvents,
sewage sludge, garden waste and plant biomass, and
industrial waste.

In addition, the company performs the following actions to
help increase the life of the materials required for its production
processes:

e Consumption of raw materials such as limestone, marl,
aggregates, etc., abundant in nature.

e Recovery and recycling of materials. In 2016, 64.46% of
CPV waste was recycled.

e Promotion of material recovery, replacing the clinker part of
cement manufacture with industrial by-products. In 2016,
26.02% of CPV waste was recovered.

su o om

( Crude oil >[ Clinker >
Recycled ‘ Alternative ‘
minerals fuels

/£

Alternative fuel production
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The Cement division has a significant stake in two
US facilities, one in South Carolina (GRR Sumter) and
another in Alabama (GRR Attalla), where waste is
received and treated to prepare it as alternative fuel,
which is later supplied to cement plants for energy
recovery.

At the Sumter plant there are hazardous and non-
hazardous waste in liquid, semi-liquid and solid

state. These wastes are prepared for conversion to
alternative fuels depending on their characteristics. The
process may include mixing, storage or processing of
waste for reuse as alternative fuels.

At the Attalla plant, hazardous waste is mixed and/or
stored and processed before being sent for reuse or
disposal. The purpose of this process is the creation
of reusable alternative fuels. Mainly used solvents are
received with which alternative fuels are prepared

for industrial boilers and furnaces. Some of these
hazardous wastes are packaged and prepared as
alternative fuels used in cement factories. GRR Attalla
has both a storage unit and a recycling unit that
processes 36.2 tonnes of aerosols per day. The plant
has its own laboratory that deals with the control of the
physical and chemical parameters of the waste and its
processing.
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FCC committed to environmental management

FCC integrates into its own business model the commitment
to environmental protection and responsible resource
management, establishing environmental impact reduction as
an objective in the performance of its activities. The company
formalises its commitment to the environment through its
Environmental Policy, approved by the Board of Directors,
based on the principle of continuous improvement, with the
participation of all workers.

In each of its activities, the company keeps track of the
processes carried out, trying to identify, characterise and
assess the impacts of the facility, in order to take the
necessary measures to minimise them.
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FCC Environment: innovation that contributes to achieving the SDGs

In 2016, the Environment Division of FCC launched
the initiative “Smart Human & Environmental Service”,
a smart service that enables real-time monitoring

of management indicators, contributing to the
development of sustainable cities and communities,
and reaching higher efficiency levels in pursuit of
meeting the sustainable development objectives of the
2030 Agenda.

The new service is developed through sustainable
objectives supported by interconnected technological
devices that record and analyse the relevant
parameters of the impacts related to economic,
environmental and social performance of the
activities provided. Based on the management of this
collected and processed information, improvement
measures are adopted which have a positive effect

Street cleaning Services in
San Sebastian
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1 SUSTAINABLE CITIES

Ll FCC invests in innovation to accomplish new

services focused on responding to the needs of
the cities of the future.

ABe

on the evolution of the KPIs established for each of
the services provided. This is communicated to the
stakeholders through information technology systems,
made available to customers.

Currently, this service is in its pilot implementation
phase in the contracts the division has for street
cleaning services in San Sebastian, and for selective
collection services in the San Marcos Community
Association.

Selected Collection Services in the Community
of San Marcos
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Environmental management
system

FCC has established the goal to certify 100% of its
activity according to the certification of the Environmental

Management System UNE-EN ISO 14001:2015. In 2016, the

percentage of certified activity amounts to 84.5%.

In order to monitor the additional financial information from
all lines of business, the company has a system to obtain
and manage it called “Horizon”. Horizonte has a total of
478 environmental indicators broken down by group, line

of business and country. This system allows for a better
understanding of the established improvement plans,
monitoring the degree of compliance and corrective actions.

FCC’s commitment to its responsibility to environmental
protection goes beyond the requirements established by law.

Maternity and children’s” hospital Virgen de la Arrixaca, Murcia (Spain).

)
At FCC Construction, the management of the
Environmental Plan of the various works and centres
is carried out through a computer application which
channels the flow of information generated in each
project to a database that enables the interpretation,
evaluation and control of the company’s environmental

performance. In addition, a system of controls and
internal audits certifies the accuracy of the data.

In order to manage and monitor the risk that certain
projects pose to FCC, risk assessments are performed
on all works, giving each operation of said works a
score of 1 to 6.

In cases of works with a high level of risk, or where
applicable, due to the express decision of the General
Manager, the company has an additional audit process
called PETRA (Special Risk Treatment Plan) which is
more comprehensive. This process analyses issues

of technical risks in contract management, technical
planning (deadlines and resources), and the effective
submission of claims and tracking of penalties.

Furthermore, FCC Construction has its own risk matrix
used to determine the risks of each project in the
different countries in which the company operates.
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SAMCEW, Sustainability Assessment Method for Civil Engineering Works

The FCC Construction division has a Sustainability
Assessment Method for Civil Engineering Works
(SAMCEW). This is a self-evaluation and rating system,
which serves as an internal management programme to
plan construction work, to identify required improvements
and share advances in sustainable practices. This
methodology allows designers and managers of the civil
engineering works to demonstrate the sustainability of their
projects to their customers, planners, and other interested
parties.

Through this methodology, FCC Construction aims to align
itself with the most sustainable trends in the construction
sector, whose main objectives are to:

e Minimise the use of resources (materials, water and
energy) through the proper management of raw
materials, recycling and reuse.

¢ Minimise waste generation using recycled, reused
materials and/or energy recovery.

e Minimise direct and indirect discharges to water, the
air and soil, with particular attention to the emissions
of greenhouse gases and their connection to climate
change.

¢ Innovate and use alternative materials and energy.

e Analyse and minimize social impacts, both on the active
and passive users of the infrastructure.

e Minimise the impact on biodiversity and ecosystems.

e Select the most beneficial alternative from an
environmental and economic standpoint.

e Stimulate the market for sustainable practices and
products.

e Save on energy-related investments, due to increased
efficiency.

This initiative, awarded by the Madrid Civil Engineers
Association in the category of Responsibility and
Sustainability, is being disseminated internally and
externally by the company, so that in the short to medium
term it can start to be used for the works.

Participation and leadership of FCC Construction in
technical committees in the construction sector

FCC Construction is actively involved in a number of
working groups in the construction sector to work on
issues related to sustainable construction. Some of the
specific working groups in which it is involved are:

e “WG5 - Sustainability in Civil Engineering Works,” in
the international technical committee ISO/TC-59/SC17

on “Building construction/sustainability in building
construction”.

e AEN/CTN 198/SC2 “Sustainability in infrastructure”, of
which it is the chair.

Almonte Viaduct, Caceres (Spain).

FCC Construction collaborates with industrial
organisations, and participates actively in

@ working groups focused on sustainable
construction.

1 PARTNERSHIPS
FOR THE GOALS

e CEN-TC 165 Wastewater Engineering.

e CEN /TC 350 “Sustainability of Construction Works”,
where it chairs WG6.

e |SO/TC 207 “Environmental Management”.
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In 2015, this division started the implementation of the
“comprehensive training plan for sustainable environmental
management” designed internally, in order to improve the
capabilities and engagement with the environment of its
employees that work on the streets 24 hours a day, 365
days a year, and turn them into ambassadors of good
social and environmental practices. The aim is to involve
employees as a reference to be followed by citizens
whose environmental performance is key to enhancing the
sustainable development of cities.

The development of this training initiative seeks to achieve
the following goals:

e |dentify and understand the positive and negative impacts
of professional activities on the environment.

e Belong to a team that is aware, sharing common and
general interest objectives.

e Contribute and share suggestions as a result of
professional experiences.

e Periodically evaluate and analyse, over the life of the
contract, the return effect of the improvements and good
practices suggested.

e Transmit exemplary behaviour to citizens.

e Participate in the dissemination and demonstration of
responsible actions.

In 2016 a training day was held prior to the launch of
the 2nd phase of the Comprehensive Training Plan for

Street cleaning vehicle, Oviedo (Spain).

Efficient Environmental Management, directed at urban
cleaning operators in San Sebastian. It was attended by

20 collaborators (technicians, managers, foremen and
environmental observers) with the aim to identify and jointly
establishing the “bad practices” that undermine efficient
environmental management according to the defined topic
(energy-emissions, water, waste) and consequently develop
a list of recommendations and best practices.

The Training Plan has led to the reclassification of some of
the jobs and the need for new professional profiles such
as environmental observer, whose mission is to enhance
the awareness of operators. These will be responsible for
transmitting the contents in practical workshops which,
included in the training activities of the Training Plan and its
deployment, will be scheduled for 2017.
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FCC Aqualia awarded for its efficient
environmental management
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The company has been recognised by the Spanish
Association of Ecological Portable Toilets (AESPE)
with the ‘Gota de Oro’ award, for its commitment
to the environment and for carrying out initiatives
to achieve a more efficient management of natural
resources, a more rational energy consumption,
and identifying the risks associated with the
activity of the company in the town of Merida,
Extremadura.

07

Corporate Social Connecting Smart services
Responsibility citizens
at FCC

159 - FCC_Annual Report_2016 - Smart services - FCC committed to environmental management - Page 5 of 10

Environmental management in
Cementos Portland Valderrivas

By applying the principles of the Environmental
Policy of the company, CPV aims to minimise
the environmental impacts associated with its
operations in the extraction of natural resources
from the quarries, as well as emissions into the
atmosphere, the consumption of fossil fuels and
electric energy, water consumption and waste
generation.

CPV conducts its operations by applying

an Environmental Management System ISO
14001 to all cement factories, which, in turn,
are registered with EMAS (The European Eco-
Management and Audit Scheme), a voluntary
tool designed by the European Commission
for registration and public recognition of
those companies and organisations that have
implemented an Environmental Management
System that allows them to evaluate, manage
and improve their environmental impacts.
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Emissions of other
polluting gases

The following chart shows the evolution of emissions of SO,
NOx and particles. There has been a significant reduction in
NOx, of 16.8% compared to 2015, due to technical problems
with the gas analysers in the CPV chimneys in Tunisia.
Particulate emissions have decreased by 43.1% compared
with the previous year, mainly due to the decreased activity of
FCC Construction in Spain and Algeria. The SOx emissions
have increased by 1.8% compared to 2015.

Emission of Sox, NOx and particles
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Each one of FCC's business divisions carries out initiatives All FCC'’s centres subject to Integrated Environmental

that contribute to the reduction of emissions associated with Authorisations (in accordance with Law IPPC 16/2002) have
combustion, which directly lead to the reduction in particle established atmospheric emissions’ limitations for all their
emissions, NOx and SOx. sources of emissions. In general, they all have gas cleaning

and filtering systems that use different techniques depending
on the characteristics of the process generating the emissions.

NOx emissions are critical to

Measures taken by FCC Construction to reduce the emission of particles

Cementos Portland Valderrivas’

business
FCC Construction focuses its efforts on minimising the e Preventive maintenance of the machinery used on the
contamination associated to the generation of particles in site.
Nitrogen oxides (NOXx) represent the most the application of new technologies and the control of the

Employment of tubes for the disposal of debris from a

ignifi i machinery used. ) ) . . )
significant pollutant with respect to volume of neryu height, and covering of the containers with tarpaulins.

emissions in FCC’s cement area. The company
monitors and periodically controls emissions

of these gases through specialised measuring
systems, present in all plants, such as: e Reduction of dust by means spraying tracks and
stockpiles with water.

Among the various initiatives that apply in the construction
area, are the following:

Control of vehicle speed on site.

e Proper location of machinery and dust emitting activities.

) ) Paving of the roads at the site.
e Analysers for the measurement of particles in

the emission sources channelled from furnaces, e Use of additives in the irrigation water to create surface e Reduction in the emission of exhaust gases from
cement mills, coal mills and clinker chillers. crusting, paving of the tracks, or other lasting dust- vehicles and machinery.

) ) control practices.
e Multi-parameter gas analysers in furnaces

for measuring NOx, SO,, CO, HCI, HF, TOC e Use of screens against dust dispersal in located
and Oo. activities.

e Use of molecular action sprayers in dust generating
facilities.

e Use of drilling machinery with dust humidifier systems.
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Responsible management of water consumption

Population growth and climate change are two factors

that threaten the availability of resources, especially water
resources. In 2025, more than 1,800 million people will suffer
water scarcity, and two-thirds of the population will live under
conditions of water stress. FCC focuses its efforts on efficient
resource management in different business divisions.

In 2016, FCC water consumption dropped to 11,834,462
cubic metres, a drop of 8.08% compared with the previous
year. 54% of global consumption comes from municipal
supplies.

Water consumption (mq)
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The following chart shows water consumption by business
division. With respect to the previous year, the consumptions
of the cement division shows a decline of 2.7% of the total
water consumed. Meanwhile, the percentage of water
consumed by the construction division has fallen by 20.6%
compared to the previous year. The percentage of the total
water consumed by FCC, corresponding to the Environmental
Services division, has increased slightly from 68.7% to
70.8%. For its part, FCC’s Water Management business has
decreased the proportion of consumption with respect to
FCC’s total amount, by 91%, since in 2015 the FCC Aqualia
infrastructure division was included.

Water consumption by business area (%)

0.1%
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CLEAN WATER
AND SANITATION

v

FCC promotes efficient water resources management
in each business area, focusing its attention on areas
affected by water stress.

@ 15.0% Cement
. 14.1% Construction
‘ 70.8% Environmental Services

. 0.1% Water management
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CLEAN WATER
LbL  FCC treats discharge water to return it to the
environment in the best condition possible.

FCC Aqualia also treats its customers’ water.

v

Control of discharges
and spills

FCC establishes demanding prevention and management
procedures and protocols with certain conduct to be followed
in the case of spillages or leakages in order to reduce the
damage caused.

Wastewater produced by the company is subjected to
different treatments before being returned to the environment,
depending on the degree of contamination and its origin. In
this way, FCC complies with the discharge limits established
by the regulations and formalises its commitment to the
environment.

Total volume of water discharged (cubic metres)

2014
164,708,144 1

2015
447,300,323"

2016
515,965,296

) The total volume of water discharged in 2015 has been
recalculated based on the current scope of verification.

Volume treated at wastewater treatment stations and
returned to the environment (cubic metres)

2014
525,723,447

2015
418,228,3030

2016
486,576,748

) The volume sanitised at purification stations in 2015 has been
recalculated based on the current scope of verification.
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Efficient management of waste generated

Waste generation in infrastructure and cement

Cementos Portland Valderrivas ensures the correct and
responsible management of the waste generated by the
operations and, therefore, selectively collects the waste from
each of the work centres. The prevention and segregation

of waste for storage and subsequent management with
authorised managers, takes precedence over other options,

in accordance with UNE-EN-ISO 14001:2015 and European
Regulation 1221/2009 (EMAS). Prevention and the segregation
of waste for storage and its subsequent management through
authorised managers is a priority. The company prioritises the
most suitable option between recycling, reuse and recovery, as
opposed to disposal or sending to a landfill.

In addition, the Environmental Management System of FCC
Construction has given special attention to the management of
waste from works: earth, rocks, clean rubble, etc.

Waste generation in environmental services
and integrated water management

The collection and treatment of waste represents the core
strategy of FCC Environmental Services, therefore selection
from source and development of new practices and
technologies for reuse, recycling and more extensive and
efficient recovery are part of the day-to-day practices of the
division.

FCC Aqualia relies on innovation to identify more advanced
methods to reduce waste produced by its operations in the
integrated management of the water cycle. These investments
in search of new technologies focus on two courses of action:

e Biogas from organic waste produced by bacteria present in
the digester for use as fuel in boilers and in the generation of
electricity.

e Recovery and recycling of the sludge from purification
processes.
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Waste management plans

The business divisions of FCC have waste management
plans to manage the responsible use of resources and reduce
the need for waste generation. That is why FCC seeks new
technologies to increase efficiency and recovery of waste as
an energy source.

The following graph shows the evolution of total waste
generation. In 2016 the volume of waste generated increased
by 9.5% compared with 2015, mainly due to increased activity
of FCC Construction in Chile and Riyadh, which has resulted in
an increased amount of non-hazardous waste generated.

Evolution of the total waste generated (t)"
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1 RESPONSIBLE
CONSUMPTION

el FCC through its waste management plans, works to

increase the efficiency and the recovery of waste as
a source of energy.

QO

The following graph shows the ratio between non-hazardous
and hazardous waste from FCC'’s businesses. The
percentages of all divisions have remained stable over the
previous year.

Source of waste generated (%)
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Joint waste management

FCC Environment (UK) works in partnership with
local authorities and charities to supply reusable
object shops in urban waste recycling centres. The
reusable objects are recovered from landfills and
are put on the market for residents at affordable
prices. The reusable objects shops are managed
by charitable organisations, earning revenue for the
development of their work.

Ratio between non-hazardous and hazardous
waste generated

7,284,839

2,834,711 8,103,232

2014 2015 2016

(*) The total waste generated in 2015 has been updated with data from FCC
Construction in Chile, subsequent to the closing of the CSR Report.
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. 54.7% Construction
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Portland Valderrivas
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‘ 30.2% Environmental
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Protecting biodiversity

1 LIFE
ON LAND

FCC assesses and duly manages the impact of
its activities and performs biodiversity protection
measures to mitigate the effect produced.

The protection of biodiversity and the conservation of natural
heritage for FCC are priorities in the performance of all its
activities. To reduce or mitigate potential impacts caused,
management criteria have been implemented to restore
affected areas and to protect biodiversity. FCC also establishes
guidelines for action that include the physical conditioning

of the environment in which it operates to accommodate
indigenous biodiversity, improving the conditions of biotopes
and the eradication of invasive species with high ecological
impact.

FCC, in 2013 subscribed to the Spanish Companies and
Biodiversity Initiative (IEEB). This initiative, promoted by the
Biodiversity Foundation at the Ministry of Agriculture, Food
and Environment, aims to spread a vision of biodiversity as an
important factor for strategic business decisions.

Within the company, the activity that can have the greatest
effect on the natural environment is the infrastructure area,
namely, operating quarries and gravel pits to obtain raw
materials in the cement business.
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To minimise the company’s impact, restoration have been
established, among which are:

¢ Transfer mining: this takes advantage of earthworks
generated during the extraction process to restore other
areas simultaneously.

e The benching down method, which allows previously
exploited top banks to begin to be restored.

Furthermore, this division of FCC Construction carries out
various measures to protect and restore ecosystems that

have been altered by the company’s activity, and on occasion
making specific biodiversity plans. The company also performs
other actions to protect the biodiversity of ecosystems such as
the physical protection of species, transplants of plant species,
the transfers of nests or animal species, the creation of wildlife
refuges or, simply, the planning of the work in accordance with
the life cycles of the species.
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Protection of biodiversity in FCC’s
Environmental Services division

FCC’s Environmental Services business is
recognised for its involvement in the protection

of biodiversity in the urban context through its
maintenance activities and conservation of parks
and gardens, as well as some specific initiatives in
their industrial treatment facilities and disposal of
municipal solid waste.

FCC Environment, in the Environment of its landfills,
collaborates in processes of monitoring birds

that are in danger of extinction, working in the
prevention of the possible risks derived from the
overpopulation of some opportunistic species and
developing revegetation projects. In Cartagena,

this commitment to biodiversity has led to the
revegetation of more than 20 hectares of landfill with
more than 20 different native species.

In addition, the division offers its collaborators
exclusive training in biodiversity, included within
the Comprehensive Training Plan for Responsible
Management, notably the training provided to the
operators of the street cleaning contract in San
Sebastian, for the control and detection of invasive
species such as the Asian hornet.
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Innovation as the main tool for
the development of services that benefit society

FCC develops its activity by focusing on the end-user, citizens,
and satisfying their needs. To achieve this, the company
makes an important innovative effort to improve processes
that impact on an improved quality of service, incorporating
technology, as well as the company’s experience and local
knowledge.

In a competitive environment with changing requirements

on the part of citizens (users of the services) and the public
administrations (main client), companies’ efforts must be
based on active listening and social dialogue in order to meet
the new challenges, to provide the services that citizens
need, minimizing the resources required for that objective
(consumption of water, energy, etc.).

Technological advances, the centuries-old experience of FCC,
local focus and innovation are key aspects in the final quality
of the services offered by the company and form the basis for
finding solutions to the new needs of the future.

Observatory of eco-city trends

In 2014 FCC Group, as a sign of its commitment
to identifying solutions for the cities of the future,
signed an agreement with the State University Rey
Juan Carlos, in Madrid, to create an observatory
on eco-efficient services in cities. The objective

of the project was to identify the big challenges
that will confront the cities of the future in areas
such as infrastructure, waste management, power
consumption and energy efficiency, water use and
sustainability.

After two years of work, the University Rey Juan
Carlos, along with collaboration from the prestigious
LLondon School of Economics, produced a report

of findings which identifies the social perceptions
and needs demanded by society in the cities of the
future, in order to subsequently design effective
business actions that respond to these needs.

Innovation in FCC Group's
businesses

FCC takes on the challenges of the cities of the future through
investment allocated to innovation. The company is committed
to the use of advanced technologies and the development

of new procedures and services to improve efficiency in its
processes and promote economic development, transforming
its business innovation into competitive advantages, thanks to
the skills and abilities of the organisation in this area.

Knowledge of Perception of opportunities

the environment
@ ®
Transforming ideas
into projects Generating ideas

75\
a

N’

Evaluating risks

g Evaluating alternatives \ J’artnerships and alliances

__ @
o -]

§:3:5:3 N
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The innovation strategy is defined by each of the businesses Innovation in the area of Environmental —
(Environment, Water Management and Infrastructure) in Services Ll FCC Environment contributes to sustainable

accordance with the Group’s strategic innovation objectives, industrial development through innovation and the
such as the transition to a low carbon economy or the FCC Environment has historically invested in research, application of advanced technologies in its services.

measurement of the impacts of energy consumption. development and technological innovation to offer its
customers attractive solutions and services to promote new
In 2016, the company invested 10,298,447 Euros in R&DAI. forms of interaction between managers, customers and 1] =amEe
citizens, and to contribute to a new model through the “smart
sustainable service” approach.

FCC Environment offer sustainable services in cities

‘Eé_ to promote urban resilience.
[ ]=[*=]==]

In 2016, the R&D& projects, in their development or release

Investment in R&D&I phase, reached an investment of €3,472,552.37, pursuing
. . RESPONSIBLE
goals towards greater eco-efficiency of processes in the 1 et FCC Environment contributes to the circular economy
following areas: through sustainable management of the use of
0.6% m resources and the destination of waste.

Technological innovation in Efficient management and Optimisation of biological
the electric automotive area for smart urban services treatment of urban waste
industrial vehicles processes
Collaboration with technology Methodology and ICT systems Introduction of technological
suppliers to reduce emissions that monitor indicators for the improvements to enhance the
and noise in the fleet to equal eco-efficient management of productive performance and
. 40.8% Construction perfqrmance; and eff|.0|eInC|es as the services provided. energy efficiency of the
vehicles equipped with internal processes of FORM recovery.
. 33.7% Environmental Service combustion engines.
. 24.9% Water Management
\. J \. J \. J

. 0.6% Cementos Portland Valderrivas
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Smart Maintenance Service for Sewer Network in Barcelona

The sewer maintenance contract of Barcelona has e The design of a drone called ARSI, which is an

been a commitment with a strategic long-term vision acronym of Aerial Robot for quicker and more precise = ' = =

on the part of FCC Environment. Innovation and Sewer Inspections, allowing places to be reached e INNOVACION Y TECNOLOGIA
. . L . . . . . . EN LOS SERVICIOS DE INSPECCION, LIMPIEZA, MANTENIMIENTO,

efficiency in the provision of the service provide urban that are inaccessible to land vehicles, reducing the T ! LIMPIEZA DE AGUAS LITORALES, OBRAS Y OTROS SERVICIOS:

resilience to address and minimise the urban and human occupational risks arising from the maintenance of

consequences of the climatic events linked to the sewage.

torrential rains of the Mediterranean Arc and their possible

) . e A new methodology to address the inspection
aggravation due to climate change.

and cleaning of sewers, with customsed software

The service responds to the current requirements of platforms and smart city interoperability. It also
public managers of the smart city of the future, ensuring incorporates the ROSMIMAN® Platform as an
greater productivity, based on innovative, efficient and integral management system in the SmartCloud
interconnected technologies and sustainable results. to comply with the Cloud4Cities strategies of
Among the different eco-efficient solutions that the service scalable and collaborative solutions. The teams are
offers are the following: equipped with an innovative mobility off-line app with

which to perform inventory updates, maintenance
and operations, base mapping and to handle the
linear network elements and the equipment on the
mobile device. The municipal technical services of
Environment Management and Urban Services of
the Barcelona City Hall can monitor operations from
the BCASA Operation and Control Centre, which
coordinates all the service activities, emergency
notifications and warnings, as well as the use of
information through reports, dashboards and GIS
consultations on the network within the territory.

o Afleet of 56 vehicles, 100% electric, that can achieve
zero emissions with the same performance and
efficiency as older vehicles with combustion engines, as
well as reduced noise pollution, with special emphasis
on starting, braking and the use of the vehicle body.
Furthermore, this equipment has batteries that are
recharged using 82 high-power external batteries (of up
to 120 Kw) and they are charged in a maximum time of
two hours.

I ‘b Servicios Ciudadanos
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smart environmental services

FCC Environment has a smart platform for the
Management of Citizen Services called VISION that allows
the needs to be addressed of all the agents involved in the
service provided: Client, company and citizens.

Company Citizens

This global management platform, developed by the
company, is a competitive advantage to operate in an
increasingly high-tech and global environment. Continuous
improvements are made to the monitoring and definition

of processes in addition to maintaining the platform
updated with the technologies deployed at present. This
improvement and updating is fundamental to being able to
meet the growing challenges that arise in the recruitment of
new services.

The system is accessible from all the necessary
environments: Web, mobile phones, onboard devices, etc.
In order to obtain and use the information at the place and
time required.

The main features of the platform are:

e Global platform: establishes a system to manage all the
processes and agents involved in in the Environment
contracts from one single environment.

e Flexibility of response, both in the design and in the
realisation and deployment of the new requirements
arising from the management of the business.

¢ Accessibility to the functionalities of the platform for the
most favourable environment for each agent. Adapt
technologies to both the situations and the people who
use them.

e Georeferenced information that allows users to know
where things happen, to analyse the information and
present the results in different cartographies.

e Mobile apps. Own development for mobility, fully
integrated with the platform.

e |t allows the interconnection and integration between
multiple devices and systems.

e Treatment, homogenisation, translation and storage
system for the dynamic and efficient management of all
the information received.

e Control and management of fleets and all associated
functionalities.

e Management of documentation to manage the flow of
documents that are generated in the organisation.

Continues on next page }
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VISION platform “Advanced Platform for the global management of all the processes in FCC Environment’s services”
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X"a4q" D

4 Following on from previous page

Within the global platform, access is personalised in
interconnected modules adapted to the specific needs of
each user. The main modules deployed are:

Material resources: Facilities, vehicles and machinery.

Human Resources: Relations, statuses, absenteeism,
presence control, episodes.

Organising the service: Planning, programming and
delivery.

Fleet Control: Vehicle tracking and activity control.
Machinery maintenance: Legal, preventive, corrective.

Consumption: Source inventory, consumption control,
energy efficiency.

Applications and incidents: Registration, assignment,
follow-up and resolution.

Waste: Inventory of containers, elevations,

maintenance, recycling centres, transfer plants, landfills.

Inspections: Service monitoring, execution and analysis.

Inventories: Gardens, bins, containers, sewage.

Communication with customers: Automated services
via web services, exports, etc.

The following diagram shows an overall image of what the
system intends to cover:

visi@n &2

MisiOn ciudadana

Modlelo accesible, agil, global e integrado para la gestion inteligente de los servicios ciudadanos.

La plataforma visiOn es una herramienta escalable. basada en
méduios de trabajo que Si DIEN PUSCEn INTEractUar ntre elios, son
en La ventaja de esta
su adaptabilidad a las diferentes idiosincrasias de las contratas, de
manera que Se pueden activar unos u otros madulos sin afectar el

normal funcionamiento de la aplicacion.

De esta manera conseguimos aglutinar todo el conocimiento que se

una vehiculos (GPS, CANBus,
RFID .). gestién administrativa (persanal, prevencion. finanzas),
produccién (programacion servicios, meaios, mapas, GIS), etc. para
poder hacer un use inteligente del mismo.

Este sistema permite realizar ia gﬂl‘llﬁn m’u de 1la
controlar los procesos de negocio y llevar a cabo ¢l control de flotas
2 03 aISUNtOS Medios.

| m a
IF. 4 ‘ | R
Catalogo de Gestion Gestién veniculos y 0
SeMVICIDS Inventarios RRHH. maquinaria lncﬁmai
@ rd s ® (H
Generacion Gestion de Gestion de Gestion de Calidad del
deinformes Inspecciones Fiotas Residuos servicio
Gestion de Indicadores L_)alus ¥y Integracion peleras
i Monits £ de Sistemas. contenedores

Permite la gestion de todos los
procesos y agentes implicados
en los contratos de Medio
Ambiente

Continues on next page }
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VISION platform “Advanced Platform for the global management of all the processes in FCC Environment’s services”

4 Following on from previous page

In 2016, within the continuous evolution, a further step was
taken with the implementation of new aspects:

* Management of gardens: Inventory of elements and
trees, scheduling activities, control of pruning works,
monitoring of schedules.

Recycling centres: Control of incoming data, waste
provided, identification to reward recycling, WEEE waste
registration, waste output register.

Global system to supply fuel to vehicles: System of
global points for refuelling, connection with supply
posts, electrical refuelling systems and external
systems (SOLRED, DISESELPLUS, etc.), distribution
of consumptions to outsourced companies, controls of
tanks, invoicing costs.

Energy efficiency: Technological support for obtaining the
ISO 50001 certificate in all Group companies, integration
of data for the presentation of documentation in the
different administrations.

Mobilisation of processes: Development and deployment
of the APPVision for the on-site management of different
aspects: Inventories, inspections, gardens, recycling
centres, incidents, container management, bins,
identification of elements, etc.

Electric vehicles: Control of the loading and unloading
cycle: defining recharge time curves, availability control
panels for the service, monitoring of the status of the
batteries.

Waste treatment: Controlling scales at the entrance of
transfer and landfills sites, control of waste transport
between plants, monitoring of the production in the
treatment and disposal process.

Inspecting gardens Madrid: Integrated system for
reception, transmission and undertaking of inspections
to be carried out on a daily basis via web services,
mobile applications and digital signature and data control
systems.

Definition and monitoring of waste collection routes:
Inventory of locations, assigning routes, calculating
efficient routes, tracking and comparing routes carried
out.

Acces webpage to VISION platform is
https.//visiondoc.fccma.com/index.html

© v ¢ al catdiogo ce ApavisKn.
Appvisi@n

Soluciones de movilidad para la
plataforma vision

Registro de consumos,
contadores y partes de trabsjo
asociados a las contratas
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FCC Environment is implementing a system based on )) . )

ICTs, for innovative and inclusive monitoring, calculation @nmrﬂdad
and communication of environmental information called c"

SEEEUS® (Evaluation System for Environmental Efficiency I VV de HUC]Va

of Urban Services). Within an open digital environment (free
software and open data) this tool allows:

e Support for the environmental advisory service based )

e

stages of contract management, from the design phase
(supply) to the implementation and daily operation of the
service.

2 *KPI: Indicador relevante con
trazabilidad, verificable.
*Drivers: Buenas practicas,
replicables, verificables (efecta
retorno tangible, y contrastable).
Marca Servicio FCC.

CLOUD DE SERVIDORES
- VIRTUALIZADOS

e Communication to our stakeholders regarding relevant
indicators in terms of energy efficiency, saving water
and reducing GHG emissions through systems that are
compatible and interconnectible with the Smart City

platforms promoted and implemented by our clients. FCCPAD-SEEEUS® ' o servclo S e
ENTORNO 1. INPUTS= REGISTRO DE DATOS PRIMARIOS
e Establishment of indicators to support decisions (KPIs) Smé,v:f: EL’:: " 1

FCCPADLIte

that allow the manager and local entities to share and
have the relevant information available to undertake plans
to improve efficiency in managing the use of energy

and water resources and minimise GHG emissions for a
sustainable environmental management of the services
provided. _;

Into. sjscucidn el proceso RSLF 9110

Proceso: RSLP_01ID

IMTOATACIEN I0DM8 #CULION Q61 BrOCEs0

s b 8 Energfa: GJ/tonelada recogida; GJ/ km
. . vmim — s == = = : Emisiones: tCO e/ tonelada recogida; t€CQ,e/ km
The attached graphic shows the process of eco-efficient : —ws e Agua: m/contenedor lavado
enwror.\mental .management applied to the selgchve S nei s e LT T
collection service of the San Marcos Community 2. IMPORTACION Y TRATAMIENTO DE LOS DATOS PRIMARIOS KPI ( IDE; Ratio de emisiones; Desempeiio hidrico)

Association (Guipuzcoa).

sanmarkos

Mankemunitatea

“SMART ENVIRONMENTAL SERVICE”
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FCC and Tecnalia have come together in a collaborative

partnership to implement a pilot demonstration project Proyecto pllOtO esmartkalea
developed in a digital environment within the Smartkalea Beneficios del proyecto Pongase en ® Doneti-sonsebastion
initiative of Fomento de San Sebastian, which aims to Eo proyect busca 2 mefra contiua de e Infieza ubane pera ey ﬁﬁ:ﬁ:“,‘; con S I C C AR
H H HE A la calidad ambiental de la ciudad y en particular de la limpieza viaria, de
promote environmental sustainability, energy efficiency, movadora, InGili on osios aspecios, inteorando o P
Citizen participation and transpareﬂcy USing advanced T;?:;lr::}%/:cﬂ:adna?\a{rs;r:smoesjoa;ﬁzs, ;;:ﬁ{:gé{:ﬂ?ﬁgiﬁ; t:(ormacién sdobre el proyecto. ISERVICIO PARA IMPULSAR UN COMPORTAMIENTO CIUDADANO AMBIENTAL RESPONSABLE
bienestar colectivo.
F de San Sebastia
technology, bringing into effect different innovative actions hlgunos dolos beneltios o eso proyecto e aportaralacudad, Eaiioo Toavo Vicora Eug
irian resumirse en los siguientes: nia 8
in Calle Mayor, one of the main streets of the Old Quarter of ~ Atraccién de acthidades econGicas: Congresos, eventos .. 20003 Donostia-San Sebastian

S an Seb a Stl an. = Optimizacion de recursos hidricos y consumos energéticos asocia- 943. 48.28.00

dos al servicio de impieza fomentoss@donostia.eus

= Promocion de la cultura de participacion y cooperacion entre ciuda-

The SICCAR project aims to detect and measure the dania, actvidades econdmicas e instuciones Consdilte nuestra web:

o . ) . ) ) o o www.fomentosansebastian.eus OPERACION SICCAR — SMART KALEA
possibilities and limits to promote changes in the behaviour = Mefora de a clidad del espacio plblcoy su peroepcién ¢ ncre- Uamada a la partcipacién A,
of citizens through awareness campaigns, as well as = Incremento del atracivo de la ciwiad pera siraer talento [ﬁ T T (R T G L

. . . . . . . . Mayor de Donostia que:
= Pemite la implantacion de b acti [ red - al
through participation and measuring of the perception of el apyiaiat oot “COMIENZA EL PROYECTO SICCAR ~Smart alea™
citizens which can influence both the improvement of the emisiones G By recurses hidios. [t ek Wt B e
environmental quality of the city and the efficiency of the e e
. . actividodes: dar tu opinidn, enviar fotos e
street Cleanlng services. incidencias, jugar o la p:rrrpddn ¥ visualizar por

tramas informacion de interés en tomo a lo
\impieza de estacalle.

The development of an app is expected which will be
adaptable to the different areas of urban services that
operate in the city of San Sebastian and which will be
transferable to other municipalities. This new app will

{“Busca los eédigos QR que hoy en diferentes
emplozamientos de lo Calle Mayor y accede @ fa
aplicacién.
Toda accién en el proyecto SICCAR tiene una
respuesta que debes descubriry asi conseguir
interesantes premios:

\ 20 @?\/

(SABIAS QUE?

El residuo mas abundante recogido por el servicio de limpieza

en la C/Mayor son las colillas de tabaco?

allow, on the one hand, the control and management of [ marm
iPARTICIPA! #5%
the services in real-time, involving all the staff that work on . e'_')_) ! %
Lo . . donostiasustapena H & {5 F e \
them, and on the other hand, it will be possible to quantify fomentosansebastian I %% recnalia ) e (= e

their environmental performance. It also aims to facilitate
the interaction of all the agents involved in the urban
cleaning, such as: City council, management company,
hoteliers and users.
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;J
In 2016, technological innovation in the automotive area
focused on the definition, design and development of

electric prototypes that provide municipal services within
the framework of the following projects:

e The VEMTESU Project “Development of vehicular,
modular and self-supporting platforms of high
efficiency electric traction for urban services”

(2014-17)
IVECO O) JoFemar »» @

e tecndlis § )

Jema @ inzar V>V INSIA

e “Development of national cleaning trucks,
100%-electric, for multi-service use (2015-16)”.

The following advantages can be highlighted from the
projects:

e Reduction or elimination of greenhouse gas emissions
(GHG) in urban areas with equal conditions, in terms of
performance and efficiency, as current vehicles equipped
with internal combustion engines.

Minimum GHG emissions outside the city and zero in the
urban area (VEMTESU project). Hybrid vehicle series.

Zero GHG emissions throughout its scope of work
(project that develops national cleaning trucks,
100%-¢electric). 100%-electric vehicle.

Reduction of noise emissions.

Vehicle maintenance savings by eliminating the
current mechanical transmission, very costly in urban
applications, especially in urban waste collection.

e Communication system capable of collecting data,
transforming them and managing them in a smart way
in order to increase the efficiency of the service in each
truck in real time.

Heavy truck prototype 100%-electric

These new technological prototypes could be added in
the future to the 540 electric and hybrid vehicles in the
service vehicles fleet of the FCC Environment division
which already has 14.3% vehicles running on alternative
energy.
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Innovation in FCC Ambito

FCC Ambito, the Industrial Waste division of FCC, aims
to anticipate the regulatory development in terms of the
environment through its investment in innovation. Within FCC
Ambito’s strategies the following lines of R&D&I are a priority:

FCC Ambito, in its quest to achieve greater added value

and improved competitiveness, has developed new lines of
waste recovery. Furthermore, this area has as its objective
the development of bioremediation technologies for the
decontamination of sites. In this regard, the approved
investment for the incorporation of the latest technological
advances in the treatment plant of refrigerators and cooling
devices can be highlighted, as well as the pioneer plant in the
decontamination of soils affected by low radioactivity.

Research

Research of emerging
sectors to develop new
treatment technologies
suitable for new waste.

Research into CO2
capturing processes
through waste recovery.

Development
of solutions

Development of solutions
that allow the use of
resources contained in
waste, promoting reuse,
recovery and recycling.

Technological
Surveillance

Technological Surveillance
for the optimisation of the
treatment processes
through the application
of best available techniques
to meet the environmental
objectives.

Design

Design of specific
solutions to environmental
challenges: for example,
the treatment of soils
contaminated with Hg.

TRISA, a subsidiary of FCC Ambito,

takes part in SEAT’s Ecomotive
Factory Day

TRISA (Treatments and Industrial Recoveries)
performs the comprehensive management of
hazardous, non-hazardous and non-metallic
industrial waste, generated by SEAT at its plants
in Martorell, Barcelona and El Prat de Llobregat.
The company collaborates with SEAT in the
recovery of waste and supports its environmental
policy by participating in the Ecomotive Factory
Day, an internal event for the internal promotion of
sustainability applied to the automotive industry.
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Innovation in integrated water management

FCC Aqualia’s innovation is part of the culture of the
employees and is integrated in all processes, from the
identification of opportunities and areas for improvement,

to the implementation of its own projects. The division also
collaborates with different associations, universities and
research centres to develop innovation projects. The selected
projects are primarily aimed at improving performance and
efficiency, and revolve around four research areas:

CLEAN WATER
AND SANITATION

FCC Aqualia invests in improving access

to supply networks and in the sustainable
management of water and its sanitation.

Quality

Standard indicators of
drinking water, water reuse,
desalination and analytical

Sustainability

Reduction of energy
consumption and
emissions, use of

Eco-efficiency

Use of electricity from
renewable sources,
innovation for the creation

measurements. wastewater and waste as of new environmentally and communication
resources and alternative friendly fuels. technologies.
technologies.
\. J J J J

Smart management

Management systems,
optimisation of water
resources and information

17 PARTNERSHIPS

FOR THEGOALS FCC Aqualia collaborates with organisation
to develop innovation projects, aimed at
@ achieving a sustainable development of the

business.

FCC Aqualia has a system certified by AENOR in accordance
with the requirements of UNE Standard 166002:2006 that
allows the control of the resources and the continuous
monitoring of the results obtained. Investment in R&D&
projects in 2016 was 2,563,376 euros.

The activity of FCC Aqualia in innovation projects has been
consolidated during 2015, adding new European projects in
each of the four areas of development. In total, in 2016, FCC
Aqualia launched six new projects:

e Incover: project led by the Aimen Technology Centre to
expand the use of algal biomass in higher-value products,
biofertilizers and bioplastics, etc.

e Sabana: led by the University of Almeria to find new
biofertilizers and biopesticides, as alternatives to chemicals,
by using microalgae.

e Pioneer project: within the European ERA-NET Cofund
Water Works Program within the JPI WATER Initiative,
led by the USC, FCC Aqualia, along with a network of
recognised universities (Verona/IT, DTU/DK and KTH/SE),
will improve the elimination of micropollutants and reduce
the environmental impact of purification.
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e Medrar: aims to improve purification in small towns,
developing compact and automated modules with minimal
impact and cost.

e H2020 Mides project: aims to demonstrate the technical
and economic feasibility of a new integrated treatment with
a positive energy balance, which will allow simultaneous
desalination to obtain drinking water and water purification
for reuse.

¢ Life-Answer Project: the project is led by the brewery
Mahou and aims to demonstrate the purification technology
of microbial cells in the brewing plant in Guadalajara.

;/
FCC Aqualia and IBM Research have teamed up to
develop a solution to reduce energy consumption and
maximise resources recovered during wastewater

treatment. This is a cognitive system that consolidates
data from numerous sources and sensors in order to

predict the dynamic behaviour of purification. FCC Aqualia and SEAT are working to develop an which to perform the necessary tests with the biomethane
innovative project based on obtaining a renewable from wastewater and thus confirm and check the entire

The project has been launched at a wastewater biofuel of 100% Spanish origin. This will come from production chain up to the point of obtaining and using

treatment plant in Lerida, which has a capacity of wastewater, for use in vehicles using compressed the fuel.

96,000 cubic metres per day. Results have been natural gas (CNG). In October 2016, both companies o , ,

achieved such as reducing waste by 17%, electricity started pilot tests on the wastewater treatment plant This joint project represents a step forwgrd in the

saving of 13.5%, the use of 14% fewer chemical in Jerez de la Frontera (Cadiz). To achieve this, SEAT development ofa q.roularl economy and in the

products, and the improvement of nitrogen removal by delivered two Leén TG vehicles to FCC Aqualia, on construction of resilient cities.

up to 20%.
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+ v/ v/

FCC Aqualia leads a consortium of 6 entities (The
Metropolitan Area of Barcelona, FCC S.A., Gas
Natural, Icaen and Seat). The main objective of this
research is the enrichment of biogas and biomethane
purification, demonstrating both its technical and
economic viability as well as its use in the automotive
sector, in light and heavy vehicles. This is intended
to reduce GHG emissions, to promote alternative,
renewable and indigenous fuels. It also aims to
demonstrate the feasibility of its injection into the
distribution network.

The Centre for the Development of Industrial
Technology (CDTI) has successfully certified the
first milestone of the MOTREM project, selected
from over 500 proposals in the European Joint
Programme Initiative (JPI) WATER. The project is
led by the University Rey Juan Carlos in Madrid,
along with three other universities in Finland, Italy
and Germany, and evaluates new technology for
the control and treatment of emerging contaminants
(EC) in the municipal wastewater treatment plants
current line, with special emphasis on the reuse of
water. After analysing the waters of the WWTPs of
Merida, Toledo and Tortosa, the project plans to
continue the study at the WWTP in Estiviel (Toledo)
with the demonstration of innovative technologies.

The Water division has presented the results of its
research in several relevant national and international
congresses. It is worth noting the IWA Leading Edge
Technology event, in Jerez de la Frontera, in June
2016, which was attended by 450 participants from
45 countries. In the programme, several FCC Aqualia
managers played an active part in presenting the
progress of their work.

The Life Memory project has launched a 50m?
reactor in Alcézar de San Juan, demonstrating
the technical and economic feasibility of an
innovative technology, an Anaerobic Membrane
Bioreactor (AnMBR), which allows the conversion
of the organic matter contained in wastewater,
directly into biogas. Without the conventional
aerobic stage, the reduction of energy
consumption and CO, emissions is achieved by
up to 80%, as well as a 25% reduction in space
requirements and a reduction of around 50% in
sludge production.

Throughout 2016, FCC Aqualia’s team of researchers
obtained two new patents on the production and refining
of biogas:

e EP 14382399.5 on powering a UASB anaerobic
reactor.

e EP 15382087.3 on biogas washing and the elimination
of H2S and CO:x.

During the year, five patents have also been applied for
on different technologies under demonstration, such as
ELAN, AnMBR, MDC, MFC and struvite crystallisation.
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e FCC Construction supplies infrastructures that

are resilient, inclusive, sustainable and quality,
& committed to the adoption of innovative

technology.

17 PARTNERSHIPS
Ll FCC collaborates with industry organisations

specialising in sustainable construction and in
the cities of the future.

Innovation in the Infrastructure area

The innovative activity at FCC Construction follows a policy of
active promotion that promotes the continuous development
of technology and the encourages its application to new
infrastructure projects, trying to ensure that FCC is a
benchmark in its sector. The company is involved in various
R&DA&l initiatives and innovation programmes of national and
international scope.

Barcelona’s underground.

The development and use of innovative technologies to
perform the works represent an important contribution of
added value and is a differentiating factor in the current highly
competitive and internationalised market. The priority lines of
R&D&l are the following:

Energy efficiency Railway BIM-Building Maritime works Sustainable
in building infrastructure Information Modelling construction
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The company has revalidated the R&D&l management system ») Spanish Construction Technology Platform ») SEOPAN R&D&I Commission

Certificate: Requirements of the R&D management system

according to UNE Standard 166002.2014 issued by AENOR.

The R&D investment in infrastructure projects in 2016 was
4,262,519 Euros, excluding investment in innovation at
Cementos Portland Valderrivas.

The company has an active presence in different R&D&
organisations such as the following:

(PTEC)
Participates on the Board of Governors of the PTEC
Foundation, on the Standing Committee and its
working groups and subgroups (Internationalisation,
Promoting Innovation, Transport Infrastructure, City
of the Future, Construction Processes, Environment
and Sustainability and Security). PTEC combines
the efforts of companies, technology and research
centres and universities in research, development and
technological innovation in the construction industry,
with the aim of having construction play a key role
in the R&D& in line with its economic and labour
importance.

European Construction Technology Platform (ECTP).
It is located within the High Level Group 2014-2015,
participation in the General Assembly, the Working
Group for the transformation of the ECTP and the
reFINE initiative (Research for future Infrastructure
Networks in Europe).

European Construction Technology Platform

(ECTP)
Participation in the first Steering Committee of the
new organisation ECTP Innovative Built Environment,
arising from the union of the ECTP-E2BA Association.

ENCORD network (European network of construction
companies for R&D activities)
It actively participates in the Council and the working
groups on Environment and Health and Safety,
coordinated with the Quality Management and CSR,
and other organisations within the company.

FCC Construction is a founder member of the
SEOPAN R&D&I Committee. It has been a member of
the Committee since 2012.

CEOE
FCC Construction participates in the R&D&I
Committee, the Internationalisation Committee and
the Digital Society Committee.

AENOR
FCC Construction participates in the AENOR
Forum of Standards for Connected Industry 4.0. It
is an initiative to respond to the strategic area 4.2.
Regulatory framework and standardisation of the
Connected Industry initiative 4.0. of the Ministry of
Industry, Energy and Tourism.

Adif Railway Technology Centre
FCC Construction has an active presence at the Adif
Railway Technology Centre, located in the Andalusia
Technological Park in Malaga.

BIM Committee (Executive Committee of the BIM
National Implementation Strategy)
The committee participates in the BIM committee’s
working groups coordinated by the Ministry of
Development.
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Project IN2RAIL (Innovative Intelligent Rail)

The project, led by Network Rail, aims to lay the
foundations to create a flexible, homogeneous,
profitable, high-capacity and digitised European rail
network. Innovative technologies will be studied for a
comprehensive approach covering smart infrastructure,
smart mobility management (I2M), new power supplies
for railways and energy management. The results of
this project will contribute to the Shift2rail initiative, a
public-private partnership dedicated to rail and framed
within Horizon 2020, whose objective is to advance the
implementation of the single railway area.

SORT-i Project

A project led by GEOCISA whose main objective is
the development of tools based on optical systems
and new technologies for the identification, monitoring
and management of structural risks in buildings and
infrastructures in a smart, automatic and telemetric
way, as a means to maximise safety and minimise the
risks of physical damage in situations of high potential
for structural collapse.

“ROBIM” project

The project is part of the CIEN programme and is
led by Euroestudios. Its objective is the research
of autonomous robotics for the inspection

and evaluation of existing buildings with BIM
integration through the development of an
automated, active and multidisciplinary technology
for inspection, evaluation and diagnosis of

the composition and conservation status and
energy efficiency of built heritage enclosures,

that facilitates obtaining correct and sufficiently
detailed information on the building systems and
pathologies, as well as a comprehensive analysis
of the building.

DOVICAIM project

The project is led by FCC Construction, in
collaboration with the Institute of Environmental
Hydraulics “IH Cantabria”, and its objective

is to develop an integrated methodology and
the necessary tools to support the entire life
cycle of the construction of vertical dams using
prefabricated floating caissons, including design,
optimisation, construction, installation and
operation. Namely, it is a project directly focused
on FCC Construction clear strategic priority for
international development.

Improvement in the efficiency
of extinguishing forest fires

Matinsa, a subsidiary of FCC Construction, is
developing an innovative project that responds
to the challenge of improving the efficiency of
infrastructure and information/communication
networks in a strategic sector such as the
extinguishing of forest fires in Spain.

At present, the operations to extinguish forest
fires in Spain do not have a system for personal
communication and effective localisation on an
individual basis. The communication technology
that they use (via GPRS or radio) does not solve
the problems of reception in rugged forest areas,
where the most devastating fires occur, it being
also necessary to have a precise location of the
individual. The existing satellite communication
equipment is large in size and has limited
autonomy, which prevents its use in the conditions
in which forest fires develop.

The project aims to achieve the development
of communication technology and efficient and
accurate personnel localisation via satellite for
fire-fighting teams.
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Innovation at Cementos Portland Valderrivas

The Cementos Portland Valderrivas Innovation Strategy,
since it was established in 2009, aims to create value inside
and outside the company through the development of new
products aligned with sustainability and respect for the
environment. Likewise, it is committed to researching new
technologies and products that ensure sustainable urban
development.

The strategic R&D&I plan mainly comprises the following
objectives:

¢ Be a leader in the cement manufacturing industry.

e Deal with the mitigation of climate change through the
investigation of new cementitious materials with special
functionalities, lower emissions and improved processes
from the point of view of energy.

e Develop new, more efficient and sustainable technologies for
the use in concrete works.

Investment in CPV R&D&I projects in 2016 was 61,331 euros

The company continues to focus on providing advice to
customers, through R&D. To do this it has a qualified team and
two laboratories equipped with scientific and technological
resources accredited in testing cement, aggregates and
concrete.

In 2016, the main R&D& activities performed in the
laboratories focused on the quality of the cement and the
improvement of its applications through durability behaviour
studies in reinforced concrete structures and the expansion of
the portfolio of special products.

INDUSTRY, INNDVATION
ANDINFRASTRUCTURE

Cementos Portland Valderrivas develops new

and reduce CO, emissions.

&3

technologies that are more efficient and sustainable

| ritomity

ale

Cementos Portland Valderrivas contributes to
improving the resistance of its materials, making
them more resilient for the cities of the future.

Merlin project

In 2016, the MERLIN project (MINECO- IMPACT)

was successfully justified and completed. One of the
solutions that was investigated in the MERLIN project
is road rehabilitation by means of a layer of concrete
reinforcement on the road surface in bad condition, a
technique known as Whitetopping. It is an economical
and sustainable technique which has a number of
advantages compared to asphalt mixtures:

e |t contributes to the reduction of the “heat island”
effect due to the clear colour of the concrete versus
the black of the asphalt, which results in an increase
in the albedo index (10-15%), the percentage of
radiation that any surface reflects with respect to the
radiation to which it itself is exposed, with a higher
reflectance achieving a decrease in temperature in
our cities of between 1 and 3°C.

e |t favours the preservation of scarce fossil natural
resources like oil, as they are not used.

e The concrete pavements are a high-durability
solution, that have a maintenance requirement up to
10 times lower than traditional asphalt roads.

It has lower rolling resistance which results in a potential
reduction of fuel consumption of up to 4% with the
consequent saving of CO, emissions.
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Participation in events for the dissemination

and promotion of knowledge

FCC participates in forums and events with the objective of
disseminating and transmitting the knowledge obtained by the
company’s extensive experience in the different areas in which
it operates, and to promote the design of the cities of the
future. Among the relevant events in the sector, the following
stand out:

Participation in forums and events

Association of Public Cleaning Companies
FCC Environment has participated in the work
meetings held with the member companies.

Workshop “Future quality, Risk management”
FCC Construction has participated actively in the
workshop organised by the Spanish Association for
Quality (AEC).

Seminar on “Sustainability: Products, DAPs, Tools,
Databases and Examples”
Contribution of knowledge through the participation
of FCC Construction in the seminar organised by the

Eduardo Torroja Institute to assess sustainability in civil

engineering.

Spanish Association of Park and Garden Companies
FCC Environment is part of ASEJA, an Employers’
Association which ensures the conservation and
implementation of green areas in Spain.

Forum for Waste Energy Generators
FCC Environment participated in 2016, with the
objective of sharing knowledge about energy
production from waste between companies in the
sector.

¢) Association of Companies for the Recovery

and Selection of Municipal Waste Containers

(ASPLARSEM)
FCC Environment participated in the forum with the
objective of sharing experiences and knowledge
in order to improve the functioning of plants, their
economic balance and the rates of recycling and
recovery.

¢) Technical Association for Waste Management and the
Environment (ATEGRUS)

FCC Environment collaborated with the Association,
whose purpose is to serve as a meeting point between
institutions, companies and technicians in Spain and
Latin America, to facilitate the achievement of the
sustainable development of cleaning, urban cleaning
and waste treatment technologies and processes.

+) Technical Seminar on “Adaptation and resilience

to climate change and risk management: business

opportunities”
FCC Construction participated and contributed
knowledge in the seminar organised by ICEX Espana
Exportacion e Inversiones that had the objective of
sharing experiences in integrating adaptation to climate
change in business strategies.
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¢) 2016 Swiss Tunnel Congress ¢ Saudi Water Electricity Forum 2016 ¢ International Bridge Conference 2016

FCC Construction attended the 2016 Swiss Tunnel
Congress and was a speaker at the session “The first
line of the Panama City Transit System”.

+) Seminar |, “Social Action measures in the Water

Sector”
FCC Aqualia participated in the forum organised
by the Andalusian association ASA in collaboration
with the Andalusian Federation of Municipalities and
Provinces (FAMP). The company participated in one
of the colloquium meetings that discussed the social
action measures that are applied in the Municipal Water
Service of the capital of Almeria.

FCC Aqualia participated in the forum, whose focus

is exchanging ideas to develop and identify new
opportunities and innovations that may exist within the
water and electricity sectors.

Oman Energy and Water 2016
FCC Aqualia’s first participation in the event, whose
main objective was to create a discussion platform in
which stakeholders discussed the real problems and
solutions to the energy and water challenges in Oman.

Leading Edge Technology Conference (LET)
FCC Aqualia participated in one of the most important
international events in the water sector, which
discusses the main scientific challenges of the sector
and technological and scientific innovations.

Latin American Congress on Desalination and Water
Reuse (DESAL)
FCC Aqualia has met with different professionals to
discuss innovations and the latest developments
related to desalination.

XIII ATYPC Technical Conference of Young
Professionals
FCC Construction participated in the seminars,
organised by the Technical Association of Ports and
Coasts (ATYPC), Port Authority of Seville.

Meeting organised by the Engineers’ Society of
Western Pennsylvania in Washington attended by FCC
Construction, where it received the prestigious Gustav
Lindenthal Medal, awarded annually by the Executive
Committee of the International Bridge Conference (IBC)
for the work on the Almonte viaduct (Caceres).

Technical conference on reinforced concrete pipes
FCC Construction attended the event organised by the
Gomez Pardo Foundation - ANDECE and shared its
knowledge on the technological evolution of concrete

pipes.

Smart Energy Cluster in San Sebastian
FCC Environment belongs to this renewable energies
and energy efficiency cluster created by Fomento de
San Sebastian in 2008.

Environmental Forum Foundation
FCC Environment collaborates with the Foundation
to achieve a more sustainable development model
and participates in dialogue with other companies,
administrations and the rest of society.

Club “Meetings with the local Agenda 21 in Zaragoza”
FCC Environment participates along with other
companies in the Club, focusing on working with the
City Council to achieve sustainable development of the
City.
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Integrity and Ethics Framework

In order to cover the criminal liability of the legal person under
article 31 bis of the Spanish Penal Code and in response to
the CSR policy approved by the Board of Directors,

FCC reinforces its commitment to ethics and due dilligence in
the prevention, detection and eradication of illegal behaviour.

The elements of FCC'’s integrity and compliance framework
comprise the Code of Ethics, adopted by the Board of
Directors in 2008, which will be updated and approved

in 2017, the Crime Prevention and Response Manual, the
Tax Code of Conduct, the Corporate Social Responsibility
Policy itself, the Protocol for the Prevention of Occupational
and Sexual Harassment situations in FCC Group, and the
acceptance of the regulations on these matters by the
employees of the company.

In addition, the Board of Directors of FCC, S.A. adopted the
decision to adhere to the FCC Code of Good Tax Practices
on July 28, 2010. FCC complies every year, effectively, with
the obligations arising from this Code of Good Tax Practices,
and formalises its commitments in the Tax Code of Conduct.

FCC's Due Diligence:

The Response Committee has begun work on a reformulation T-h-e CO de Of Ethics, its pO]-iCieS and Pro CEdures
of the Code of Ethics the FCC Group for the Board of

Directors, which is effectively adapted to the amendment of The standards of conduct that guide the actions and As part of the criminal prevention model, FCC also has an
the 2015 Spanish Criminal Code. the behaviour of FCC professionals in ethical, social and Internal Code of Conduct in the Securities Market and a Crime
environmental matters are reflected in the current Code of Prevention and Response Manual. The latter includes a control
Ethics. It includes, among other issues, those related to system, structured in different phases and responsibilities, with
human rights, corruption, bribery, health and safety, and the the aim of reducing and obstructing cases in which a crime
p— application of these by FCC personnel and in their relations could be committed on behalf of the company. The Manual
16 Nosione ) . with third parties. The ethical principles contained in the Code incorporates procedures for the identification of behaviours that
Laind FCC has an Ethics Code hat presents the ethical and . .
0 affect all the company employees and are mandatory. pose a risk, as well as a response protocol to mitigate them.

responsible principles that govern the company.

Y,
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The Audit and Control Committee, as the body responsible
for supporting the Board in its monitoring duties, oversees
and analyses the effectiveness of the company’s internal
control, which includes the evaluation of risks related to Ethics,
Integrity and Compliance and the integration of these into the
company’s risk management and control system.

For its part, the FCC Response Committee is the body for
the prevention, detection and response to crime within the
company, and is also responsible for disseminating and
promoting the implementation of the Code of Ethics.

It is a collegiate body approved by the Board of Directors and
composed of the General Manager of Internal Auditing, Risk
Management and Compliance; the General Manager of Legal
Counsel, the Corporate Director of Hiring, Training and Labour
Relations; and the Director of Corporate Responsibility.

This Committee is in charge of supervising the communication
of incidents regarding criminal offences and breaches of the
Code of Ethics, as well as their training or record keeping, and
the proposal of penalties, where applicable.
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Control mechanisms:
The Ethical Channel and
the Harassment Protocol

FCC provides all Group employees with an internal
communication channel to report possible breaches of the
Code of Ethics. To this end, it provides employees with an
email address (comitederespuesta@fcc.es), as well as a postal
address addressed to the attention of the Chairman of the
Response Committee.

The Group also has a Protocol for the Prevention of Sexual
and Occupational Harassment situations, whose purpose is to
prevent, avoid, resolve and punish any cases of occupational
or sexual harassment that may occur. The protocol includes
guidelines of behaviours to ensure the dignity, integrity and
equality of treatment and opportunity for all people, and is
mandatory. In addition, a mailbox has been set up for this sole
purpose and a confidential on-line complaint form.
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Communication and training
on the Code of Ethics

In addition to the approval of the current Code of Ethics, last

year FCC already implemented a communication and training
plan so that all employees of the company know, understand
and apply the principles and reference behaviours formulated
in the FCC in the Code of Ethics.

The main channels available for communication and training
on ethical issues of the company with the employees are the
website itself, the corporate intranet, the internal magazine, the
welcome kit for new employees and the screens in the lifts at
headquarters, as well as printed posters for communication
with employees without PC access.

Incidents received

In 2016 the FCC Response Committee received a total of

20 communications, through their complaint channels, mostly
concerning incidents in the areas of: respect among people,
equal opportunities and non-discrimination.
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FCC's team of employees

55,145

employees

78%
of the total

76%

Executives

2015

22%
of the total

24%

Executives

54,467

employees

78%

of the total
79%
Executives

2016

22%
of the total

21%

Executives

8,445

143 385 ‘

36,680

1,798

Staff by gender and group

‘ Executives and degree holders

. Technicians and diploma holders

8,593

36,380

. Administrativ
Others

1,739

|
|
|
|
|
|
|
|
(4
|
|
|
|

staff

Distribution by gender
and geographical area

Latin America

. Other

. Spain
@ Restof the EU
. USA and Canada

13 171 180
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Latin America

. Other
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10,18%
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Distribution
by age range

<30
years old

<30-50
years old

<50
years old
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Staff by type of contract and business area

@

@ 6310
® 4626
@ 43,031
@ 195
® 1761
@ 35,782
‘ Permanent
. 2,195 . 1,333 . Temporary
. 2,261 . 586 . 1,087 . 270 ' Assigned staff
. 1,215 . 5 . 13
® ® o
Construction Environmental Water Cement Corporate Total
Services management

) 79% are personnel assigned to works or services (contracts) in the case of
stable employment, the majority being subject to compulsory subrogation.

Behind every major FCC project is a team of
people who can successfully make it happen.

The Human Resources
Policy

Behind every major FCC project is a team of people who can
successfully make it happen.

FCC’s Human Resources Policy aims at excellence in
performance and commitment to employees, fostering a
healthy and discrimination-free environment in which to attract
and nurture talent with a long-term vision.
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From the perspective of the selection and promotion of
workers, decisions are based on merit and on the objective
and transparent circumstances and assessments, giving
priority to the professional qualifications and capacity of the
candidates. In addition, local policies are applied to promote
inclusion, diversity and equal opportunities in access to jobs,
career development and internal promotions.

Training is a fundamental pillar of FCC’s business strategy, as
it forms the basis of the company’s performance and its ability
to face challenges. FCC invests in the training of its workers
with the aim to continuously promote the better performance
of their duties and to encourage new opportunities for
employees’ self-development throughout their careers.

In FCC, diversity and equality are the focal points for growth
and social progress that structure the corporate philosophy.
The company is committed to the creation of ethical

principles and values for the promotion of equal opportunities
in all aspects of people management. In addition, it has
implemented programmes, internal procedures and actions
aimed at creating a work environment that fosters diversity and
is free of any type of discrimination.

Finally, we highlight occupational health and safety that are
regarded as fundamental values and pillars in the management
of the FCC activities. Therefore, the continual

improvement of systems, procedures and resources is a
constant concern, addressed from a preventive organization
focused on present internal needs and in contact externally
with the main entities and public or private organizations
concerned in the matter.
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The talent of FCC employees

FCC focuses its efforts on creating an ideal environment to
attract, motivate, develop and retain the best professionals.

Selection process

The selection process for employees generally consists of the
evaluation of the candidates who put themselves forward for
a job, based on previously defined elements in the required
profile.

Phases of the selection process
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Although the most common source of selection is internal
tools, FCC also draws on outside sources of recruitment
such as LinkedIn, Infojobs, public employment service web
sites, or universities and professional associations, which
offer a large number of potential candidates and bring greater
visibility to FCC as an employer.

Internal mobility

FCC’s internal mobility programmes offer professionals new
opportunities for development and facilitate mobility between
businesses and countries, improving informal networks,
cross-communication, increasing synergies and transferring
knowledge between businesses.

Employees who wish to do so can access the new on-line
application through the intranet, which publishes the vacancies
available worldwide. The internal mobility policy guarantees
transparency and confidentiality throughout the process.
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Training

FCC’s training programmes are designed to meet the strategic
needs of the company, but also to respond to the demand of
FCC professionals, thus linking the professional development
and performance of the Group.

The training catalogue is offered both on-site and on-line,
seeking maximum efficiency, and ensuring that training takes
place in most cases within the working day.
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In 2016, the following initiatives were noteworthy:

1. Training assistance for employees: FCC invests in the
training of its workers with the aim to continuously promote
the better exercise of their functions and encouraging new
development opportunities for employees throughout their
careers, developing their full potential, taking into account
individual capabilities and aspirations as well as business
requirements. The training contributes to broadening the
overall vision of the business and, depending on the type
of programme, goes much further in addressing critical
aspects related to the area of people’s activities. Depending
on the performance evaluation and the potential of the
candidates, the management of each area choose to
subsidise, in whole or in part, certain training programmes.

In relation to 2016, it is of interest to point out the
collaboration of FCC in the training of certain employees in
the following programmes:

— Advanced HR management programme.

— Postgraduate course specialising in law for technical
staff and managers of occupational risk prevention.

— Diploma for International Taxation Expert.
— Executive Master’s degree in labour relations.

2. International Programme for Young Engineers: The
programme aims to boost the development of recent
graduates, to ensure a correct succession of key positions
in the company and it is developed by FCC Construction
and subsequently implemented in other areas such as
Environment and Central Services. This programme lasts
between six and nine months and consists of two phases:
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— Corporate theoretical training on different areas of the
organisation.

— Practical training in different national and international
projects under the supervision and support of a
tutor, who in addition to helping them, evaluates their
performance.

At the end of the programme, each engineer is assigned

a position, in the international field, to retain the trained
personnel and personnel that can contribute to the strategic
objectives of the company.

. Commitment to equality and diversity: Two training

initiatives have been developed to promote gender balance
in middle management.

— FCC has participated in the Development Programme
at the School of Industrial Organisation (EOI) aimed
at women with high potential since 2011. This
comprehensive programme is designed to provide
participants with managerial responsibilities with a
multidisciplinary perspective. In 2016 eight women
were trained, making a total of 36 women from different
business areas since the outset.

— The company has participated in 3 editions of the
“Promociona Project”, specialized in the training of
women to gain access to senior management and
boards positions (the last one was in 2016). The
“Promociona Project”, coordinated and co-financed
by the CEQE, is participated by the Ministry of Health,
Social Services and Equality and ESADE business
school also collaborates. In total, 5 FCC employees have
participated as students in the project and 5 people as
mentors.
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4. Otto Walter method of FCC Aqualia: In 2016, the third
edition of the Otto Walter Cycle was held, a programme
directed to middle managers, with the objective to continue
with the transformation of Aqualia’s leadership style and to
moving towards a more participatory model of leadership,

a catalyst for talent that reinforces the cohesion of the team,
backed by a common language for all.

Internships

FCC has collaboration agreements with the most prestigious
universities in Spain to contribute, from the business, to the
training and acquisition of professional experience of the
students, while receiving financial assistance for carrying out
work experience and an evaluation report from their tutor once
they have finished.

The main objective of the work experience is to assure that
the student can apply the knowledge acquired in the university
stage.

The group of interns includes university students, graduates
and postgraduates, and vocational training students who
want to carry out their training in an international company
such as FCC.

QUALITY
EDUCATION FCC promotes education in the communities in

which it operates to help promote and disseminate
information abouts its business and sustainability.

L
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FCC Environment and FCC Aqualia
are present at numerous negotiating
tables

In 2016, the Environmental and Water Services
divisions were present at numerous negotiating
tables for agreements and collective contract
agreements and work centres, as well as
participation in the negotiation of collective
bargaining agreements for specific activities at
the provincial and national level, participating

in over one hundred collective agreements
negotiation processes, the vast majority of
them in Spain.

Worthy of mention is FCC Environment’s
attending as a guest at the inaugural Congress
of the new federations of the General Union
of Workers, as well as the special intervention
at the Congress of the Federation of Public
Service Employees of the General Union

of Workers of the Community of Valencia,
with the express objective of emphasizing
the contribution of the private sector, and

in particular that of FCC, to the efficient
management of public services.

Performance
Business model strategy in 2016
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Labour relations

The FCC applies the policy of social dialogue and dialogue
with its workers, legal representatives of workers, unions

and other social agents to promote agreements, through
collective bargaining and in the various collective processes
that are carried out with transparency, constituting monitoring
committees and providing employees and workers’
representatives with all the information necessary. This desire
for dialogue has also been reflected in the reduction of conflict.

The role of Labour Relations is engaged in the monitoring of
collective procedures, collective bargaining and social dialogue
(which is the main tool to identify the needs and sensitivities

of the different stakeholders) by defining the general criteria

of performance, monitoring and coordination of the plans

and distinctions of equality and diversity and disability
management.

Collective bargaining

All FCC staff in Spain are covered by a collective agreement,
regardless of the scope of activity. In the areas of
Environmental Services and Water, in addition to the sectoral
agreements, the company and work centre agreements

have special relevance, since the company negotiates
directly, and for itself, multiple collective agreements with the
representatives of the workers of the different companies and
work centres.
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In the areas of Construction and Cement, collective bargaining
is mostly channelled through sectoral agreements (state and
provincial agreements). It also participates through different
business associations in the negotiation of different collective
sectoral agreements, within the different areas and activities
of FCC.

Restructuring processes

In 2016, a collective dismissal procedure was prepared

at FCC Construction. This procedure was concluded in
agreement with the workers, agreeing on measures to avoid,
as far as possible, the impact on those affected, such as

the assignment of partial retirement measures or contract
suspension prior to partial retirement, and signing up to
voluntary redundancy schemes, as well as the subscirbing

to external relocation programmes that are better than those
required by law. Finally, in 2016, 649 workers left this division,
with 472 corresponding to the collective dismissal procedure.

Employment-Legal Counsel

In 2016, 1,369 legal and employment proceedings were
processed, with payment claims being the most frequent type.
It is noteworthy that on many occasions the above mentioned
payment claims are based on third party companies claims
(subcontractors), claiming FCC jointly liable for the payment,
as the main company. Other recurring reasons are the files
derived from the Labour Inspectorate’s activities.
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Equality and Diversity in FCC

Equal opportunities

For FCC the principle of equal opportunities is a commitment
to action that cannot be waived, as set out in its Code of
Ethics, which reflects FCC'’s responsibility in this area.

In this regard, it is worth highlighting different commitments
assumed by FCC:

e FCC adheres to the principles of the United Nations Global
Compact?, which help companies to review their policies
and practices in the field of women’s empowerment.

e The main FCC divisions, which are FCC Construction and
FCC Aqualia, have signed an agreement with the Ministry
of Health, Social Services and Equality to increase the
presence of women in management positions.

e The different equality plans the FCC Companies, support
the company’s commitment to equal opportunities,
through specific measures adapted to the reality of its
businesses and to the peculiarities of its sectors of activity.
These plans have the corresponding monitoring bodies,
composed in equal numbers with business and trade
union representation, which promote the development and
integration of the different subjects and measures referred
to in the plans.

21n 2016 FCC continued to strongly support the Ten Principles of the Global
Compact, principles relating to human rights, labour rights, environmental
protection and corruption.

FCC Aqualia’s Mentoring Programme

The Mentoring Programme, initiated in
2014, is an annual programme aimed

at promoting female talent through the
advice, teachings and guidance of more
experienced people, the mentors assigned
to each of the participants (mentees). With
this initiative, FCC Aqualia seeks a cultural
change in the company that is committed
to gender equality, guiding and facilitating
the professional careers of women in the
company. In addition, the programme
recognizes the talent of the mentors who
put their experience and knowledge to the
service of the mentees.

FCC’s Equality Plans

At FCC, women represent 21.92% of the company’s overall
workforce and women’s leadership is very much present, with an
important commitment to progressively increasing the number of
women in positions of responsibility. In 2016, four women were
members of the Board of Directors, representing 26.6% of the
Board.

On 31 December 2016, Fomento de Construcciones y
Contratas, FCC Construction, FCC Aqualia, FCC Industrial

e Infraestructuras Energéticas, FCC Environment and Servicios
Especiales de Limpieza have their own equality plans. In
addition, Group companies that have not subscribed to their
own equality plan are covered by the equality plans of the
parent company or of the leader of the division to which they
belong.

The equality plans promote the implementation of measures
that allow the achievement of the objectives established

on matters such as access to employment, promotion and
training, pay, commitment against gender violence, work,
personal and family conciliation, and co-responsibility between
men and women, occupational health and communication, as
well as the prevention of sexual harassment and harassment
on the basis of gender.

FCC Aqualia is committed
to conciliation

The company works to offer people a
working environment compatible with their
personal and family life. Currently

a diagnosis is being carried out to initiate
measures to improve the conciliation of
employees. The drafting of the diagnosis
is the first step to obtain the certificate

for being a Family Responsible Company
issued by the Masfamilia Foundation.
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Thanks to the application of policies of equality and

diversity in FCC, four companies of the Group (Fomento de
Construcciones y Contratas, FCC Construction, FCC Industrial
and FCC Aqualia) have the hallmark ‘Equality in the company
“DIE”, a brand of excellence granted by the Ministry of Health,
Social Services and Equality, which recognises companies
that stand out in the implementation of policies for equal
opportunities between women and men in the workplace.

Commitment against gender violence

FCC maintains a public and ongoing commitment against
gender violence that is based on two fundamental principles,
zero tolerance and support for the social and professional
integration of the victims.

The company maintains collaboration with the network of
“Enterprises for a Society Free of Gender Violence” in its work,
spreading and raising awareness, as well as supporting the job
placement of the victims.

FCC also collaborates with various foundations and entities

to promote the placement and labour integration of female
victims of gender violence, such as the Integra Foundation,
which has managed up to 107 employment contracts for the
company in the last two years, and the Spanish Red Cross,
which through its CRE Employment Plan, has incorporated a
total of 40 female victims of gender violence into the FCC staff.

International Day for the Eradication of Violence against Women

Every 25 of November, FCC makes an appeal
within the company to remember its principles
and report on its commitment and vision: zero
tolerance of gender violence and the promotion
of social and professional integration of female
victims.

FCC joined the United Nations global campaign
“Paint your world orange” with voluntary actions
in all the countries where the company is present.
The campaign was translated into fourteen
languages and various activities were carried
out, including photography exhibitions, video
proje