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A. Ownership Structure

A.1 Complete the table below on the Company's share structure:

Number of voting
Number of shares rights

260,572,379 260,572,379

Date of last change

19/12/2014

Share capital (€)
260,572,379

Indicate whether there are different classes of shares with different associated rights:

Yes [] No

Number of Unit nominal Number of voting Different
Class shares value rights rights

A.2 Indicate direct and indirect owners of significant stakes in the entity at year-end,
excluding Directors:

Number of
Name or company name of Number of direct indirect voting Pct. of total
shareholder voting rights rights voting rights
Mr William H. Gates |l 0 14,852,625 5.70%
Inmobiliaria Carso S.A. de C.V. 1,293,308 66,798,648 26.13%
Name or company name of Through: name or company name of the Number of
indirect holder of stake direct holder of stake voting rights
Mr William H. Gates Il Bill & Melinda Gates Foundation Trust 4,429,730
Mr William H. Gates |l Cascade Investment, LLC. 10,422,895
Inmobiliaria Carso S.A. de C.V.  Control Empresarial de Capitales, S.A. de C.V. 66,798,648
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Indicate significant changes in the shareholding structure in the year:

Name or company name of
shareholder
UBS Group AG
UBS Group AG

Description of the
transaction

Exceeded 5%
Dropped below 3%

Transaction date

14/12/2015
29/12/2015

A.3 Complete the tables below regarding the members of the Company's Board of
Directors who have voting rights from shares in the Company:

Number of indirect voting rights

Number Pct. of
of direct Number total

Name or company name voting Direct holder of voting voting

of Director rights of stake rights rights
Aboumrad Gonzélez, 1 - - 0.000
Alejandro
Dominum Desga, S.A. 4,132 - - 0.002
Dominum Direccién y 58,454,939 - - 22.433
Gestion, S.A.
EAC Inversiones 32 - - 0.000
Corporativas, S.L.
Gil Madrigal, Manuel 500  Tasmania Inmuebles, S.L. 17,500 0.007
Inmobiliaria AEG, S.A. 1 - - 0.000
de C.V.
Kuri Kaufman, Gerardo 1 - - 0.000
Proglio, Henri 4,600 - - 0.002
Rodriguez Torres, Juan 90,000 - - 0.035
\(ézquez de Lapuerta, 500 - - 0.000
Alvaro
Total pct. of voting rights held by the Board of Directors: 22.43
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Complete the tables below regarding the members of the Company's Board of Directors
who own shares with voting rights in the Company:

Indirect voting rights

08 09}
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Participants in the shareholders
agreement
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capital affected
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Brief description
of the agreement

A.4

A.5

A.6

Name or

company Number of Number of

name of direct voting Direct owner  Number of equivalent Pct. of total
Director rights of stake voting rights shares voting rights

Indicate, where appropriate, any family, commercial, contractual or business
relationships among owners of significant stakes, insofar as they are known to the
Company, unless they are insignificant or are derived from ordinary commercial
transactions:

Brief description

Related names or company names Type of relationship

Indicate, where appropriate, any commercial, contractual or corporate
relationships between owners of significant stakes and the Company and/or
its group, unless they are insignificant or are derived from ordinary commercial
transactions:

Brief description

Related names or company names Type of relationship

Indicate whether the Company has been notified of any shareholders’ agreements
which affect the Company as set out in Articles 530 and 531 of the Spanish
Capital Companies Act. If so, list the shareholders involved and briefly describe
the agreements:

Ms Esther Koplowitz Romero 50,156 Relevant events of 08/07/2014
de Juseu and Financing Entities www.cnmv.es (See note).
(Financing Agreement)
Ms Esther Koplowitz Romero de 50,156 Relevant event of 27/11/2014
Juseu and Control Empresarial de www.cnmv.es (See note).
Capitales SA de C.V.

Note:

Relevant event of 08/07/2014: By virtue of the provisions in the long-term syndicated financing
agreement that was undersigned between 24 and 31 March 2014 and entered into full force on
26 June 2014, the financing entities assumed a number of restrictions on the transfer of shares
(“Pact of Non-transfer of Shares”) and a commitment to the orderly sale of the new shares of
FCC they might receive should they exercise the warrants after the conversion of Tranche B
(“Pact of Orderly Sale”). Since the Pact of Non-transfer and the Pact of Orderly Sale represent a
restriction of the free transferability of FCC shares, as the case may be, of the financing entities,
both these pacts are shareholders’ agreements pursuant to Article 530 of the Capital Companies
Act (hereinafter, LSC), therefore hereby such pacts are disclosed and the corresponding clauses
are published, in conformity with Articles 531.1 and 531.3 of LSC.

Relevant event of 27/11/2014: the controlling shareholder of FCC informed that the negotiations
with Control Empresarial de Capitales SA de CV, a company fully owned by Inmobiliaria Carso SA
de CV, which in turn is controlled by the Slim family, were successfully completed. A copy of the
agreement was enclosed.

Indicate whether the Company is aware of any concerted actions among its
shareholders. If so, give a brief description:

Yes [ No

Brief description
of the action

Participants in

the concerted action Pct. of share capital affected
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If the shareholders' agreements or concerted actions have been amended or terminated
in the year, indicate this expressly.

The shareholders' agreements regulating company relations between Larranza and
CaixaBank, individually, the party of the first part, and Dominum Direccion y Gestion
S.A. of the second part, related to B-1998, S.A., notified on 26 May 2011 and on 3 April
2014, respectively, became void on 15 January 2015. (Relevant event of 19/01/2015.).

Note:
Subsequently to 31 December 2015, separate Relevant Events were presented to the CNMV.

1) Relevant event of 5/02/2016, notifying that Ms Esther Koplowitz Romero de Juseu and her
related companies, Dominum Direccién y Gestion, S.A. and Nueva Samede 2016, S.L.U.,
signed with Inversora Carso S.A. de C.V. and its subsidiary Control Empresarial de Capitales,
S.A. de C.V. a Novation Agreement Amending and Not Extinguishing the Investment
Agreement signed on 27 November 2014.

The main aspects of the Novation of the Investment Agreement are that it establishes the terms
and conditions for: (a) the incorporation of Nueva Samede to the Agreement in the capacity of
future shareholder of FCC following the New Capital Increase, (b) the continuation of the FCC
recapitalisation process by means of the New Capital Increase, regulating the subscription
commitment of both I. Carso and Nueva Samede, and (c) the amendment of certain provisions
on corporate governance, the share transfer regime and the elimination of the provision on the
maximum stake of the parties in the Company’s share capital.

2) Relevant event of 9/02/2016, which states: “[for] the purpose of the provisions in Article 228
of the consolidated text of the Securities Market Law approved by Legislative Royal Decree
4/2014, of 23 October, Fomento de Construcciones y Contratas (“FCC” or the “Company”)
communicates to the market the following Relevant Event: Approval of the securities note on
the Capital Increase in relation to the Capital Increase with pre-emptive subscription rights for
an effective amount of 709,518,762 euros approved by the Board of Directors of FCC at its
meeting held on 17 December 2015, which was communicated to the market by means of a
relevant event on that same date and with official registry number 232587, it is hereby informed
that the National Securities Market Commission (“CNMV”) today approved the Securities Note
containing the terms and conditions of the Capital Increase, which is at the disposal of the
public at FCC'’s registered office, and in electronic format both on the CNMV website (www.
cnmv.es) and on the FCC corporate website (www.fcc.es). The official announcement of the
Capital Increase is scheduled to be published in the Official Gazette of the Mercantile Register
(BORME) on 11 February 2016, therefore the pre-emptive subscription period will commence
on 12 February 2016 and will last until 26 February 2016 inclusive.”
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A.7 Indicate if there is an individual or legal entity that exercises or can exercise
control over the Company in accordance with Article 5 of the Securities Market
Law: If so, name the person.
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Yes [] No

Name or company hame

Comments

A.8 Complete the tables below about the Company's treasury shares:

At year end:

Number of direct shares Number of indirect shares (*) Pct. of share capital

415,500 - 0.159

(*) Through:

Name of direct owner of stake Number of direct shares

Total:
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Detail the significant changes in the year, in accordance with Royal Decree 1362/2007: "Under the provisions of Article 3 et seq. of European Commission Regulation
2273/2003, of 22 December, to approve a Company share buyback programme whose
Total number Total number of only purpose is (i) to fulfil the obligations of delivering own shares deriving from the
of direct shares indirect shares issuance of exchangeable bonds for the amount of four hundred and fifty million euros
Date of disclosure acquired acquired Pct. of share capital (€450,000,000) approved by the Company under the resolution of the General Meeting
03/03/2015 2,610,558 - 1.003 of Shareholders on 18 June 2008 and by virtue of an Executive Committee resolution
21/04/2015 2,618,894 - 1.05 dated 6 October 2009, by delegation of the Board of Directors on 30 September 2009,
02/06/2015 2,690,628 _ 1.034 and (i) to reduce the Company's capital by amortising the shares acquired by virtue
15/07/2015 2,649,380 - 1.015 of the programme or those already held as treasury stock (including, for this purpose,
26/08/2015 2,684,215 _ 1.029 the 5,090,000 shares loaned to the Underwriters), which shall henceforth be deemed
18/11/2015 2,604,969 _ 0.997 to be subject to the terms and conditions of the programme approved by the General

Meeting. As a result of the foregoing, resolution six adopted by the General Meeting on
10 June 2009 is annulled to the extent that it has not been executed and the Company
is authorised so that, directly or via any of its subsidiaries, within a maximum period of
five years from the date of this Meeting, it may acquire, at any time and on as many
occasions as it sees fit, shares of the Company by any means allowed by law, all in
conformity with Article 75 and related Articles of the Consolidated Text of the Public
Limited Companies Act (TRLSA).

A.9 Detail the conditions and term of the current authorisation that the Shareholders'
Meeting has given to the Board of Directors to issue, buy back or sell own shares.

Resolution of the Annual General Meeting of 23 May 2013 (item seven of the
agenda):

The General Meeting of Shareholders, on 30 November 2009, resolved under item two It is also resolved to approve the limits or requirements of such acquisitions, as follows:
of the agenda to approve a buyback programme of own shares to fulfil the obligations
deriving from the issuance of exchangeable bonds, resolved under item one of the
agenda at that same General Meeting.

— The par value of the shares acquired, added to those already held by the Company
and its subsidiaries, may not at any time exceed ten per cent of the Company's
capital.

The Board of Directors considers that, taking into account, among other particulars,

the circumstances that gave rise to the acquisition of treasury stock on the basis of

the above-mentioned resolution of the General Meeting, the Company must have the — The acquisition price may not be less than the par value or more than 20 percent
possibility of availing of such shares, subject to the Board of Directors closely monitoring of the market price.

the price of the Company’s shares and, if necessary, it may approve a new share

buyback programme under the terms passed by the above-mentioned General Meeting

of Shareholders of 30 November 2009.

— The shares acquired must have been fully paid up.

The shares acquired under the buyback programme shall be used by the Company to
fulfil its exchange or conversion obligations arising from the issuance of the Bonds and/
or to reduce the Company's capital, as the case may be”.

Based on the foregoing, it was resolved to authorise the Company to carry out any acts

of disposal under any title allowed by law of the treasury stock held by the Company,

which were acquired under the Buyback Programme approved by means of a resolution

of the General Meeting of Shareholders on 30 November 2009 under item two of the

agenda, which states:
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Resolution of the Annual General Meeting of 23 May 2013 (item seven of the
agenda):

According to the usual practice of listed companies, it is convenient that the Board of
Directors have an authorisation for the derivative acquisition of treasury stock in the
future, and for such purpose FOMENTO DE CONSTRUCCIONES, S.A., together with
any of the Group companies fulfilling any of the circumstances set out in Article 42,
paragraph 1, of the Code of Commerce, were authorised for the derivative acquisition
of treasury stock, by means of purchase and sale, swap or any other transactions
allowed by Law, at the price resulting from their stock exchange price on the acquisition
date, which must be comprised between the maximum and minimum values detailed
below:

“The maximum value would be the result of increasing by 20 per cent the highest market
price in the three months prior to the time of acquisition.

The minimum value would be the result of deducting 20 per cent from the lowest market
price, likewise in the three months prior to the time of acquisition.

By virtue of this authorisation the Board, the Executive Committee and the CEO,
indiscriminately, may buy treasury stock, according to the terms provided in Article 146
of the Capital Companies Act.

The Board of Directors, the Executive Committee and the CEO may also,
indiscriminately, fully or partially allocate the treasury stock they acquire to the execution
of remuneration programmes which have as their object or which entail the delivery

of shares or share options, pursuant to the provisions in Article 146.1 of the Capital
Companies Act.

This authorisation is granted for the maximum period allowed by law, and it must also
respect the applicable share capital ceiling according to the regulations in force at the
time of acquisition.

The acquisition of the treasury shares, which must be fully called up, should allow the
companies in the FCC Group that have acquired them to fill in the non-disposable
reserve established by Article 148, rule 3, of the Capital Companies Act.”

Note:

A relevant event was reported to the CNMV on 1 July 2011 under number 146731 communicating
the suspension of the Share Buyback Programme by the Company.

Furthermore, on 6 July 2011, a Relevant Event was reported to the CNMV under number 146998,
communicating the subscription of a liquidity contract with Santander Investment Bolsa, Sociedad
de Valores, S.A.

A relevant event was reported to the CNMV on 26 July 2013 under number 191238 communicating
the renewal of the liquidity contract. The CNMV was informed of the end of operations pursuant to
the liquidity contract subscribed with Santander Investment Bolsa, Sociedad de Valores, S.A., on 6
July 2011 in respect of company shares under the operability conditions established by applicable
regulations. FCC has subscribed a Liquidity Contract with Bankia Bolsa, Sociedad de Valores, S.A.
This contract is applicable to Spanish stock exchanges and the object of the agreement is to favour
trading liquidity and regularity. The term of the Liquidity Contract is twelve months, tacitly renewable
for 12-month periods, and 180,000 shares and EUR 1.7 million is allocated.

It was also reported that said liquidity contract is established in conformity with the provisions in
Circular 3/2007, of 19 December, of the National Securities Market Commission (CNMV).

On the 18 November 2014, the Company sent a relevant event number 214288, communicating
the temporary suspension of operations pursuant to the liquidity agreement undersigned with Beka
Finance, Sociedad de Valores, S.A., dated 26 July 2013 (Register 191238) involving Company
shares in the operability conditions established by the applicable regulations.

On 21 January 2015 the Company informed the CNMV of the resumption, as from 22 January
2015, of the liquidity Agreement undersigned with Beka Finance, Sociedad de Valores, S.A. on
26 July 2013 involving Company shares in the operability conditions established by the applicable
regulations.

A.9 bis. Estimated floating capital

45.705%
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A.10

Indicate whether there are any legal restrictions on the transfer of securities and/
or the exercise of voting rights. In particular, any types of restrictions which might
hinder the control of the company by acquiring shares on the market shall be
communicated.

Yes No [

Description of the restrictions

By virtue of the provisions in the long-term syndicated financing agreement that was undersigned
between 24 and 31 March 2014 and entered into full force on 26 June 2014, the financing entities
assumed a number of restrictions on the transfer of shares (“Pact of Non-transfer of Shares”) and a
commitment to the orderly sale of the new shares of FCC they might receive should they exercise
the Warrants after the conversion of Tranche B (“Pact of Orderly Sale”).

Since the Pact of Non-transfer and the Pact of Orderly Sale represent a restriction of the free
transferability of FCC shares, as the case may be, of the financing entities, both these pacts are
shareholders’ agreements pursuant to Article 530 of the Capital Companies Act (hereinafter, LSC)

For further information, consult the Relevant Event of 08/07/2014, number 208276.

Also, according to the agreement to invest in FCC between B 1998, S.L. and Control Empresarial
de Capitales, S.A. de C.V. (see relevant event filed with the CNMV no. 214618), the parties
undertake, in pact no. 6.1, not to sell or transfer under any title, or negotiate a transaction of that
nature with any third parties, 85% of the shares held by the current shareholders and the investor,
until the fourth anniversary of the date of the subscription and payment of the shares by the
investor within the capital increase (the “Lock-up Period”), with the exceptions described in said
agreement.

Said agreement, at year-end 2015, was renewed, the contents being reported in the relevant event
of 5 February 2016 (number 234682), in clause 5 of which the following is agreed to:

“Transfer of the current shares, the CEC shares, the new DDG shares, and increase of the stake in
FCC.
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The parties agree that if CEC and/or I. Carso for any reason reach the ownership of a percentage
of voting rights in FCC equal to or above thirty percent (30%) or in any other way reach the control
of FCC, and provided that the new capital increase has been fully subscribed and called up,
sections 6.1 to 6.3 of the original Investment Agreement shall be rendered void. If subsequent

to CEC and/or I. Carso for any reason reaching the ownership of a percentage of voting rights

in FCC equal to or above thirty per cent (30%), said percentage is again reduced to below thirty
percent (30%) of the voting rights in FCC, the above-mentioned sections 6.1 to 6.3 of the original
Investment Agreement shall again apply between the parties insofar as CEC and/or I. Corso do
not again exceed in FCC the aforesaid percentage of voting rights in FCC equal to or above thirty
percent (30%) or in any other way reach the control of FCC. The parties agree that section 6.4 of
the original Investment Agreement shall be amended so as to render void the limitation provided
in clause 6.4 of the Investment Agreement, therefore deleting the current restriction barring a
stake of over 29.99% of FCC'’s share capital, provided that the new capital increase is recorded
at the Barcelona Mercantile Register before 30 April 2016, as a result of which clause 6.4 of the
Investment Agreement will have the following wording: “6.4: Increase of the parties’ stake in FCC.
Any of the parties may increase its individual stake in FCC to above 29.99% of the share capital
with voting rights during the term of the Investment Agreement.”

13

Has the General Meeting of Shareholders resolved to adopt neutralisation
measures in the event of a takeover bid as provided in Law 6/2007?

Yes [] No

Detall, if appropriate, any such methods that have been approved and the terms in
which the restrictions will be rendered ineffective:

Indicate if the company has issued securities that are not negotiated on a
regulated market in the European Community.

Yes [] No

Detall, if appropriate, the different classes of shares and, for each class of shares,
the rights and obligations they confer.
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B. Genera| Meetlng B.2 State whether there are differences in respect of the system established in the

Capital Companies Act (LSC) for the adoption of corporate resolutions:

B.1 State whether there are any differences between the minimum requirements
established in the Capital Companies Act (LSC) and the quorum required for Yes No [
a General Meeting to be held.

Describe the differences in respect of the system provided in LSC.

Yes No [
Special majority other than that
established in Article 201.2 of LSC for Other cases requiring
Quorum percentage  Quorum percentage other the cases mentioned in Art. 194.1 of LSC  a special majority
other than that than that established in
established in Art. 193  Art. 194 of LSC for special Pct. established by Over 50% of the subscribed capital with
of LSC for general cases mentioned in Art. the entity for adopting  voting rights
cases 194 of LSC resolutions
Quorum required at first call 50 50
Quorum required at second call 45 45 Describe the differences
Consolidated Text of the Bylaws, approved at the Annual General Meeting of 25 June 2015.
Description of differences Art. 26. Deliberations. Agreements adopted. Minutes.
The annual and extraordinary General Meetings are quorate: 3. In particular, the vote for of shares present or represented at the Meeting representing over fifty
Generally, when the shareholders present or represented at first call possess at least fifty per cent p erc/er;'t (50/’) of the subscribed capital with voting rights shall be required to adopt the following
of the share capital with voting rights. At second call, the Meeting is quorate when the shareholders resoltions:
present or represented possess at least forty-five per cent of the share capital with voting rights. ()  Amendment of the corporate purpose.
Specifically, in order for the Meeting to validly decide on bond issues, capital increases or (i) Transfer of the registered office abroad.

decreases, changes of corporate form, mergers and spinoffs, the assignment en bloc of assets
and liabilities, to suspend or limit the pre-emptive right to acquire new shares, the transfer of the
Company's registered office to another country and, in general, any amendment to the Bylaws,

(i) The issuance of shares or bonds or convertible securities which exclude pre-emptive rights for
shareholders of the Company.

shareholders possessing at least fifty per cent of the share capital with voting rights must be (iv) The issuance or creation of share classes or share series other than those currently
present or represented at the meeting at first call. At second call, it will suffice for shareholders outstanding.
accounting for at least forty-five per cent of the subscribed voting capital to be present or
represen teg d Y b 9 cap P (v) The implementation and/or amendment in any way of any remuneration or bonus system for
’ directors or senior executives consisting of the delivery of shares, share options or which in any
When the shareholders in attendance or represented at second call account for less than fifty per way are linked to the Company’s share price.
cent of the subscribed capital with voting rights, the types of resolutions referred to above may only ) L L , s
be validly passed with the favourable vote of two-thirds of the share capital present or represented () The winding-up, liquidation, merger, spin-off, transfer en bloc of assets or liabilities, change of

at the Meeting. corporate form or filing for bankruptcy.

(vii) The amendment of the articles of the bylaws regulating the above matters.”
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B.3

State the rules applying to the amendment of the company bylaws. In particular,
indicate the majorities established for the amendment of the bylaws and, as the
case may be, the rules established for the protection of shareholder rights in the
amendment of the bylaws.

As adopted at the Annual General Meeting of shareholders of 25 June 2015, following
the amendments of the Company’s bylaws, Article 26 of the bylaws establishes:

“Resolutions shall be adopted by a simple majority of the votes of the shareholders
present or represented at the Meeting, and a resolution shall be deemed to have been
adopted when it receives more votes for than against of the present or represented
capital, except cases where the Law or these bylaws require a special majority, as
mentioned below:

The favourable vote of at least 50% of the share capital shall be required for the Meeting
of Shareholders to adopt decisions on the following matters:

e Amendment of the corporate purpose.

e Transfer of the registered office abroad.

The issuance of shares or bonds or convertible securities which exclude pre-emptive
rights for shareholders of FCC.

The issuance or creation of share classes or share series other than those currently
outstanding.

* Any remuneration or bonus system for directors or senior executives consisting of
the delivery of shares, share options or which in any way are linked to the share price.

The winding-up, liquidation, merger, spin-off, transfer en bloc of assets or liabilities,
change of corporate form or filing for bankruptcy.

The amendment of the articles of the bylaws regulating the above matters.”

w
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Note:

Relevant event of 5/02/2016, notifying that Ms Esther Koplowitz Romero de Juseu and her related
companies, Dominum Direccion y Gestion, S.A. and Nueva Samede 2016, S.L.U., signed with
Inversora Carso S.A. de C.V. and its subsidiary Control Empresarial de Capitales, S.A. de C.V. a
Novation Agreement Amending and Not Extinguishing the Investment Agreement signed on 27
November 2014.

Among other pacts, in relation to this item the following should be noted:

“6.1. Commitments of the parties in relation to the Corporate Governance of FCC. The parties
agree that, if CEC and/or I. Carso for any reason reach the ownership of a percentage of voting
rights in FCC equal to or above thirty percent (30%) or in any other way reach the control of FCC,
they undertake to adopt the measures necessary to call an Extraordinary General Meeting of
Shareholders of FCC and a meeting of the Board of Directors of FCC, as appropriate, to attend the
relevant meeting and to vote for the adoption of the following resolutions:

() To establish, in the FCC bylaws and in the Regulations of the Board of Directors, the number of
members of the Board of Directors at fifteen (15), of which four (4) directors shall be designated
as proposed by the current shareholders and the new shareholder, eight (8) shall be proposed
by CEC and I. Carso, and three (3) shall be independent, one (1) of these being proposed by
CEC and I. Carso shall appoint the Managing Director or CEQ. The right of the current
shareholders and the new shareholder to jointly appoint four (4) directors shall apply provided
that in such circumstance CEC and/or I. Carso may maintain a majority of the members of the
Board of Directors.

(i) The Audit Committee shall at all times be made up by a majority of independent directors.
The Remuneration and Appointment Committee shall be made up by five (5) members, and
the Investor and/or I. Carso shall have the right to designate two (2) members and the current
shareholders and the new shareholder shall jointly be entitled to designate one (1) member,
and the rest of the members of that committee shall be independent directors. On the
Executive Committee, if there is one, the representation of the current shareholders and the
new shareholder, on the one hand, and of the investor, on the other hand, shall at all times be
in proportion to their representation on the Board of Directors. The above-mentioned
committees shall at all times respect the rules regarding composition and chair.
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B.4

(i)

There shall be deleted from the FCC bylaws the provision on current special majorities on the
vote for of at least 50% of the share capital in order for the Meeting of shareholders to adopt
decisions on the following matters:

e Amendment of the corporate purpose.
e Transfer of the registered office abroad.

e The issuance or creation of share classes or share series other than those currently
outstanding.

* Any remuneration or bonus system for directors or senior executives consisting of the
delivery of shares, share options or which in any way are linked to the share price.

e The winding-up, liquidation, merger, spin-off, transfer en bloc of assets or liabilities, change
of corporate form or filing for bankruptcy.

e The amendment of the articles of the bylaws regulating the above matters.

Therefore, by default, the majorities for the above matters shall be those provided in the Capital
Companies Act except for the adoption of a resolution to delist FCC, which would require the
consensus of (a) the present shareholders, (b) the new shareholder, and (c) the investor. By way of
clarification, it remains necessary to obtain the vote for of at least 50% of the share capital for the
Meeting of Shareholders to adopt decisions on the issuance of shares or bonds or exchangeable
bonds with the exclusion of pre-emptive rights for FCC shareholders.”

Indicate the figures on the attendance of General Meetings held during the year
referred to in this report and those of the previous year:

Pct. in attendance

Pct.
represented Pct. of distance vote:
Date of
General Pct. Electronic
Meeting present voting Other Total
25/06/2015 23.208% 36.694% 0.04% 59.93%
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B.5 State whether there are any restrictions in the bylaws regarding a minimum

B.6

B.7

number of shares needed to be able to attend the General Meeting.

Yes [] No

No. of shares required to attend the General Meeting -

Article revoked.

Give the address and instructions for accessing corporate governance content
and any other information on general meetings that must be made available to
shareholders via the Company’s web page.

The FCC website (www.fcc.es) has a page dedicated to Corporate Governance,
accessible from the home page under ‘Information for shareholders and investors’
and ‘Corporate responsibility’. This page includes the information on the Company’s
Corporate Governance regulations, government bodies, annual reports on corporate
governance and remunerations, meetings of shareholders and shareholders’
agreements. These sections provide a specific access for electronic voting and for
the electronic shareholder forum, pursuant to the provisions in Article 539.2 of the
consolidated text of the Capital Companies Act.

This page is two clicks away from the home page. Its contents are structured and
ordered by rank, under shortcut titles, and all the pages are printable.

The FCC website has been designed and programmed according to the WAI (Web
Accessibility Initiative) guidelines, which sets international standards for the creation
of web contents accessible across the world.

The AENOR Accessibility Consultants, after conducting a technical analysis of
accessibility, established that the FCC Group website complies with all of the priority
2 and priority 1 checkpoints, according to the UNE 139803:2004 Standard, which is
in turn based on the Web 1.0 Content Accessibility Guidelines of W3C (known as WAI
guidelines).

The “Information for shareholders and investors” section includes a link to the CNMV
website.
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C. Structure of the Company's Administration
C.1 Board of Directors

C.1.1 Maximum and minimum number of Directors provided in the bylaws:

Maximum number of Directors 22
Minimum number of Directors 5

C.1.2 Fill in the table below with the members of the Board:

Date of first Date of last Election

Name or company name of Director Representative Status of Director Board position appointment appointment procedure

Dominum Desga, S.A. Ms Esther Alcocer Koplowitz Proprietary Chairperson 27/09/2000 01/06/2011 General Meeting
Samede Inversiones 2010, S.L.U. Ms Esther Koplowitz Romero de Juseu Proprietary Vice-president 13/04/2015 25/06/2015 General Mesting
Inmobiliaria AEG, S.A. de C.V. Mr Carlos Slim Held Proprietary Director 13/01/2015 25/06/2015 General Mesting
Dominum Direccién y Gestion, S.A. Ms Carmen Alcocer Koplowitz Proprietary Director 26/10/2004 25/06/2015 General Meeting
EAC inversiones corporativas Ms Alicia Alcocer Koplowitz Proprietary Director 30/03/1999 23/06/2014 General Meeting
Mr Juan Rodriguez Torres Proprietary Director 13/01/2015 25/06/2015 General Meeting
Mr Alejandro Aboumrad Gonzalez Proprietary Director 13/01/2015 25/06/2015 General Meeting
Mr Gerardo Kuri Kaufmann Proprietary Director 13/01/2015 25/06/2015 General Mesting
Mr Manuel Gil Madrigal Independent Director 27/02/2015 25/06/2015 General Meeting
Mr Henri Proglio Independent Director 27/02/2015 25/06/2015 General Meeting
Mr Alvaro Vazquez de Lapuerta Independent Director 27/02/2015 25/06/2015 General Meeting

Total number of Directors 11
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State any removals from the Board of Directors in the period subject to information:

Status of Director at time

Name or company name of Director of removal Date removed
Mr Rafael Montes Sanchez Proprietary 13/01/2015
Mr Gonzalo Rodriguez Mourullo Independent 18/02/2015
Mr Olivier Orsini Independent 27/02/2015
Mr Gustavo Villapalos Salas Independent 27/02/2015
Larranza Siglo XXl Proprietary 15/01/2015
Mr Juan Béjar Ochoa Executive 18/08/2015
Mr Felipe B. Garcia Executive 13/01/2015
Mr Marcelino Oreja Aguirre Proprietary 13/01/2015
Mr Fernando Falcé y Fernandez de Cérdova Proprietary 13/01/2015
EAC Medio Ambiente Proprietary 13/01/2015

C.1.3 Fill in the tables below on the members of the Board and their status:

EXECUTIVE DIRECTORS

Name of Director Position in the Company

Total number of Executive Directors -
Pct. of total Board members -

14
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EXTERNAL PROPRIETARY DIRECTORS

Name of the significant shareholder who
is represented or who proposed the

Name of Director appointment

Dominum Direccién y Gestion, S.A.
Dominum Direccion y Gestion, S.A.

Dominum Desga, S.A.

Samede Inversiones 2010, S.L.U.
EAC Inversiones Corporativas, S.L. Dominum Direccién y Gestion, S.A.

Dominum Direccién y Gestion, S.A.

Control Empresarial de Capitales, S.A. de C.V.
Control Empresarial de Capitales, S.A. de C.V.
Control Empresarial de Capitales, S.A. de C.V.

Control Empresarial de Capitales, S.A. de C.V.

Dominum Direccién y Gestion, S.A.
Inmobiliaria AEG, S.A. de C.V.

Mr Juan Rodriguez Torres

Mr Gerardo Kuri Kaufmann

Mr Alejandro Aboumrad Gonzalez

Total number of Proprietary Directors 8
Pct. of total Board members 72.73

EXTERNAL INDEPENDENT DIRECTORS

Name of Director Profile

Mr Manuel Gil Madrigal Degree in Law and Business (E-3) from ICADE, he is a founding
partner of the company Tasmania Gestion. In the year 2000 he also
founded the financial company N+1 and has been a Director of
Ezentis, Funespana, General de Alquiler de Maquinaria (GAM) and
Campofrio, among other companies. During his career he has also
been Capital Markets Director at AB Asesores Bursétiles, a partner

at Morgan Stanley and auditor at Arthur Andersen.

Mr Henri Proglio Degree from the HEC Paris and is chairman of Thales. He is currently
a Director on the Boards of Natixis Banque and Dassault Aviation. He
chaired the energy giant Electricité de France (2009-2014) and Veolia
Envirronnement (2003-2009) and has been a Director of FCC, Group

Lagardiére and Vinci, among other companies.
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Name of Director Profile OTHER EXTERNAL DIRECTORS
Mr Alvaro Vazquez de Degree in Law and Business (E-3) from ICADE, he is currently a Identify any other External Directors and state why these Directors cannot be considered
Lapuerta partner of Akiba Partners and Meridia Capital Partners. He was Proprietary or Independent Directors, and indicate any relations between them and the
general manager for Spain and Portugal of Dresdner Kleinwort and Company, its executives or shareholders:
CEO and Investor Relations manager of the securities company
BBVA Bolsa. He previously held posts at JP Morgan in Mexico, New :
York, London and Madrid. Company, executive or
Name or company name of shareholder with which he/
Director Reasons she is related
Total number of Independent Directors 3 - - -
Pct. of total Board members 27.27

Total number of other external Directors -
State whether any of the Directors considered Independent Directors receive from the Pct. of total Board members

Company or from the group any sums or benefits other than their remuneration as
Directors, or whether they maintain or have maintained during the last year a business
relationship with the company or with any of the companies in its group, either in his
own name or as a significant shareholder, director or senior executive of a company
maintaining or that maintained such a relationship.

Indicate any changes in Directors' status in the period, as the case may be:

Name or company name of
Director Date of change Previous status Current status

In such event, include a statement by the Board justifying the reasons why it considers
that said Director may perform functions as an Independent Director.

C.1.4 Fill in the table below on the number of women on the Board over the last four

N f D ipti f th .
HS L G /LA Sl e years, as well as what type of Directors they are:

Director relationship Statement

Pct. of total Directors

Number of Female Directors of the same kind
FY t FY t-1 FY t-2 FY t-3 FY t FY t-1 FY t-2 FY t-3
Executive 0 0 0 0 0.00 0.00 0.00 0.00
Proprietary 4 5 5 5 50.00 55.55 50.00 45.45
Independent 0 0 0 0 0.00 0.00 0.00 0.00
Other 0 0 0 0 0.00 0.00 0.00 0.00
External

Total 4 5 5 5 36.36 35.71 27.78 27.77
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C.1.5 State the measures adopted, as the case may be, in order to include a number of

women on the Board of Directors such as to be able to reach a balanced number
of women and men on the Board.

Explanation of the measures

The Board Regulations establish the following in Article 38.4.h, within the duties of the
Appointments and Remuneration Committee: “Assisting the Board in its function of ensuring

that the procedures for filling vacancies on the Board favour diversity of gender, experience and
knowledge and are not subject to implicit bias that might imply any discrimination whatsoever and,
in particular, they are to favour the selection of female directors, so as to ensure that the Company
deliberately seeks and short-lists women with the necessary professional profile and, as the case
may be, the Board must disclose in the Annual Corporate Governance Report the reason why there
are few or no female directors and the initiatives adopted to correct this situation. For the above
purpose, it must establish a representation goal for the gender that is less represented on the
Board and draw up guidelines on how to reach that goal.”

On 18 November 2014 FCC and the Ministry of Health, Social Services and Equality signed an
agreement for the promotion of the balanced participation of men and women on the Board of
Directors (Collaboration Agreement between the Ministry of Health, Social Services and Equality
and FCC Citizen Services, for the promotion of the balanced participation of men and women on
Boards of Directors).

According to said agreement the Board of Directors of FCC undertakes to: advance in the fulfiment
of the recommendation of Art. 75 of Organic Law 3/2007, of 22 March, for the Effective Equality of
Men and Women; publicly disclose and keep duly updated the data on the directors in conformity
with the recommendations of the Unified Code of Corporate Governance; for listed companies
include in the internal regulations specific references to the promotion of the balanced participation
of men and women on the Board; as well as trying to incorporate members of the least represented
gender to the Board.

Also, FCC has signed the Diversity Charter, a voluntary code for the promotion of fundamental
principles of equality. The initiative, supported by the European Commission’s Justice Department
for the development of its policies to fight against discrimination, contemplates the implementation
of inclusive policies and non-discrimination programmes in the signatory companies.

Committee so that the selection procedures are not tainted by implicit biases
hindering the selection of women, and so that the Company deliberately seeks
women candidates with the appropriate professional profile.

Explanation of the measures

The Board Regulations establishes the following in its Article 38.4.h, within the duties of the
Appointments and Remuneration Committee: vacancies on the Board favour diversity of gender,
experience and knowledge and are not subject to implicit bias that might imply any discrimination
whatsoever and, in particular, they are to favour the selection of female directors, so as to ensure
that the Company deliberately seeks and short-lists women with the necessary professional profile
and, as the case may be, the Board must disclose in the Annual Corporate Governance Report
the reason why there are few or no female directors and the initiatives adopted to correct this
situation. For the above purpose, it must establish a representation goal for the gender that is less
represented on the Board and draw up guidelines on how to reach that goal.”

If despite the measures adopted, as the case may be, there is a very low number of
women on the Board or none at all, explain the reasons justifying this:

Explanation of the reasons

C.1.6 bis. Explain the conclusions of the Appointments Committee regarding the

verification of compliance with the Board member policy selection. And especially
whether such policy is promoting the goal for 2020 of having at least 30% female
members on the Board of Directors.

The Board of Directors of FCC, as of 31 December 2015, has over thirty percent
(80%) of women on the Board, and its non-executive chairperson is Ms Esther Alcocer
Koplowitz.
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C.1.7

C.1.8

State how shareholders with significant holdings are represented on the Board:

Inversora Carso S.A. de C.V,, via Control Empresarial de Capitales S.A. de C.V., is
represented by four Proprietary Directors: Inmobiliaria AEG, S.A. de C.V. (Representative:
Mr Carlos Slim Helud), Mr Juan Rodriguez Torres, Mr Alejandro Aboumrad Gonzalez, and
Mr Gerardo Kuri Kauffman.

On the other hand, Ms Esther Koplowitz Romero de Juseu is represented by another
four Independent Directors: Samede Inversiones 2010, S.L.U. (Representative:

Ms Esther Koplowitz Romero de Juseu), Dominum Desga, S.A. (Representative:

Ms Esther Alcocer Koplowitz), EAC Inversiones Corporativas, S.L. (Representative:
Ms Alicia Alcocer Koplowitz), and Dominum Direccion y Gestion, S.A. (Representative:
Ms Carmen Alcocer Koplowitz).

Explain, as the case may be, the reasons why Proprietary Directors have been
appointed at the request of shareholders whose holding is below 3% of the
capital:

Name or company name of shareholder Reason

State whether any formal requests for Director positions on the Board have been
rejected, when the shareholders making such request have holdings equivalent to or
greater than other shareholders who do have Proprietary Directors. Detail the reasons
for any such rejection, as the case may be:

Yes [ No

Name or company name of shareholder Explanation
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C.1.9 State whether any Directors have been removed from office before the end of

their term, if they have explained the reasons to the Board and via what means,
and if an explanation was given in writing, then state the reasons that they
themselves gave:

Name of Director Reason for removal

Mr Rafael Montes Sanchez Personal
Mr Gonzalo Rodriguez Mourullo Personal
Mr Olivier Orsini Personal
Mr Gustavo Villapalos Salas Personal
Larranza Siglo XXl Personal
Mr Juan Béjar Ochoa Personal
Mr Felipe B. Garcia Pérez Personal
Mr Marcelino Oreja Aguirre Personal
Mr Fernando Falco y Fernandez de Cérdova Personal
EAC Medio Ambiente Personal

C.1.10 State the powers delegated to the Managing Director(s) or CEO(s), if any are

delegated:

Name or company name of Director Short description
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C.1.11 Identify, if appropriate, the members of the Board who hold Director or senior
executive positions in other companies that are part of the group of the listed

company:
Does he/
she have
Name or company name of executive
Director Name of group entity Position duties?
EAC, Inversiones Corporativas, S.L., Cementos Portland Chairperson No
(represented by Ms Alicia Alcocer Valderrivas
Koplowitz)
Mr Gerardo Kuri Kaufmann Cementos Portland CEO Yes
Valderrivas
Mr Juan Rodriguez Torres Cementos Portland Director No
Valderrivas
Inmobiliaria AEG, S.A. de C.V,, Cementos Portland Director No
(represented by Mr Alejandro Valderrivas
Aboumrad Gonzalez)
Mr Alvaro Vazquez de Lapuerta Cementos Portland Director No
Valderrivas

C.1.12 State, if appropriate, the Directors of your company who are members of the
Board of Directors of other companies listed on official securities exchanges
in Spain that are not in your same group of companies, which have been
communicated to your company:

Name or company name of

Director Name of listed company Position
Mr Juan Rodriguez Torres Realia Business Non-executive chairperson
Mr Gerardo Kuri Kaufmann Realia Business CEO
EAC Inversiones Corporativas, S.L. Realia Business Director

(represented by Ms Esther Alcocer
Koplowitz)
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C.1.13 State whether the Company has established rules about the number of
directorships its Board members can hold, and describe any such rules:

Yes [] No

Explanation of the rules

C.1.14 Article revoked.

C.1.15 Indicate the overall remuneration of the Board of Directors:

Remuneration of the Board of Directors (in thousand euros) 15,867 €
Amount of pension rights accrued by the Directors (in thousand euros) 0€
Amount of pension rights accrued by former Directors (in thousand 3,242 €
euros)
Note:

On 18 August 2015, Juan Béjar Ochoa resigned his office as CEO and left the Company; he
received severance pay amounting to 8,375,000 euros.
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C.1.16 Identify the senior executives who are not Executive Directors, and state the total
remuneration they accrued during the year:
Name or company name Position(s)
CEO
Chairperson of Environmental Services
Company Secretary
Director of FCC Construccién

Mr Carlos Jarque Uribe

Mr Agustin Garcia Gila

Mr Felipe B. Garcia Pérez
Mr Miguel Jurado Fernandez
Mr Vicente Mohedano Martin
Mr Miguel Martinez Parra

Director of FCC Construccion
General Manager of Administration and Finance
Mr Miguel Hernanz Sanjuan General Manager of Internal Audits

Mr Julio Pastor Bayon General Manager of Communication and

Corporate Responsibility
Mr Félix Parra Mediavilla General Manager of Aqualia

Ms Ana Villacahas Beades General Manager of Organisation

Total remuneration of senior management (in thousand euros) 5,860.63

Note:

This amount includes severance pay for the termination of the contracts of two senior executives:
Mr José Manuel Velasco and Mr Eduardo Gonzalez. The amounts collected by individuals who
throughout the year lost senior executive status have also been added up to the corresponding
dates.

C.1.17 Indicate, as the case may be, the identity of members of the Board who are in turn
members of the Board of Directors of significant shareholder companies and/or in
group subsidiaries:

Name or company name of
Director

Company name of

significant shareholder Position
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Identify any significant relationships, other than those stated in the preceding section,
between Board members and significant shareholders and/or subsidiaries in their group:

13

Name or company name
of related significant
shareholder

Name or company

name of Director Description of relationship

C.1.18 State whether there have been any amendments of the Board Rules during the
year:

Yes No [

Description of the amendments

The Board of Directors unanimously adopted, at its meeting of 7 October 2015, the approval
of the proposal to amend the Rules of the Board of Directors of the company Fomento de
Construcciones y Contratas, S.A.

After the change in the shareholder composition that took place in 2015, the Rules of the Board of
Directors were amended in their entirety in order to adapt them to the new Capital Companies Act, to
the Rules of the General Meeting and to the Bylaws. The full text of the Rules of the Board of Directors
is available and may be consulted via the FCC Group website, and it is yet to be recorded at the
Mercantile Register.
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C.1.19 State the procedure for appointing, re-appointment, assessing and removing

Directors. State the competent bodies, the process and the criteria for each
procedure.

The General Meeting is in charge of appointing and removing Board members. Directors
may be re-elected indefinitely one or more times, for maximum periods of four years (Art.

30.3 of the Bylaws).

According to Article 29.4 of the Bylaws, the Board of Directors, in the proposals of
appointment, re-appointment, ratification or removal of Directors that it submits to the

General Meeting and in the appointment decisions adopted by the Board by virtue of the

powers of co-optation that it is legally attributed, shall follow the criteria and guidelines
established in that respect in the Rules of the Board of Directors.

Chapter IV of the Rules of the Board of Directors, “Appointment and Removal of
Directors,” establishes the following:

Article 16. Appointment, ratification or re-election of directors

1. Proposals for the appointment or re-election of directors submitted by the Board
of Directors to the General Meeting of Shareholders for its consideration, and the
appointments made by the Board using the powers of co-optation attributed to it
by law, must fall upon people of recognised integrity, fitness, technical competence
and experience, and must be approved by the Board based on a proposal from the
Appointments and Remuneration Committee, in the case of independent directors,
and based on a prior report of the Appointments and Remuneration Committee, in
the case of other directors.

2. The proposal must in any case be backed by a report from the Board assessing
the competence, experience and merits of the proposed candidate, which shall be
attached to the minutes of the General Meeting or of the Board meeting.

3. Where a legal person is appointed as a director, it must appoint a natural person to
discharge the duties of the office on a permanent basis; that natural person must
fulfil the requirements as to integrity, fitness, technical competence and experience
and the rules on prohibitions and incompatibilities contained in these Rules, and the
duties of Director established in these Rules shall apply to him/her on a personal
basis. Removal of the representative by the legal person that is a director shall
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not take effect until their replacement is appointed. Also, the proposal of a natural
person as a representative is subject to the report drawn up by the Appointments
and Remuneration Committee.

From the publication of the notice of the General Meeting, the Board of Directors
must publish, on the website, the following information about the persons proposed
for appointment or ratification as directors and, as the case may be, on the natural
person representing a Director who is a legal person:

() professional experience and background;
(i) directorships held in other companies, listed or otherwise;

(iii) an indication of the director's classification; in the case of proprietary directors,
the shareholder they represent or have links with must be identified;

(iv) the date of their first and subsequent appointments as a company director;

(v) shares of the Company and financial derivatives whose underlying are shares
of the Company that are owned by the director proposed for ratification or
re-appointment or by the candidate for first-time appointment as director. That
information must be kept up to date; and

(vi) the reports and proposals of the relevant bodies in each case.

The Secretary of the Board of Directors will provide each new director with a copy of
the Articles of Association, these Rules, the FCC Group Code of Ethics, the Internal
Code of Conduct in relation to the Securities Market, the latest annual Financial
Statements and Management Report, of both the Company and its consolidated
Group, as approved by the General Meeting of Shareholders, the auditors' report

on the Financial Statements and the latest financial information provided to the
markets. It will also provide them with the names of the current auditors and their
interlocutors.

Each Director must sign a receipt for the documentation and undertake to acquaint
himself/herself of it immediately and to faithfully fulfil his obligations as a director.

The Company will establish induction programmes to provide newly-appointed
directors rapidly with sufficient knowledge of the Company and its Group and
the corporate governance rules, while also offering refresher courses when
circumstances make this advisable.
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Article 17. Term of office d) When the Board, by a minimum two-thirds (2/3) majority, asks the director
1. Directors will hold office for the term established in the Articles of Association. o resign
. , , , ) . , — if he or she receives a severe reprimand from the Board due to breach of his
2. The directors appointed by co-optation will hold office until the next General Meeting ) , ,
, , , L , or her duties as director, based on a proposal or report by the Appointments
is held. Also, if there is a vacancy once the General Meeting is called and before it and Remuneration Committee. or
takes place, the Board of Directors may designate a Director until the next General ’
Meeting takes place. — when their permanence on the Board may jeopardise the Company's
. . . credibility and reputation, and directors must inform the Board of any criminal
3. Directors whose mandates expire or who cease to sit on the Board for any reason Y , o , . Y
may not render services to FOC competitors for a term of two (2) years charges against them and any subsequent events during trials. In any event,
Y P y ' if any director is tried for any of the corporate crimes described in Article
4. The Board of Directors, at its discretion, may waive or reduce this limitation for 213 of the Capital Companies Act, the Board will examine the case as soon
outgoing directors. as possible and, based on the specific circumstances, will decide whether
or not the director must resign, and it must give a justification in the Annual
Article 18. Re-appointment of Directors Corporate Governance Report.
Besides fulfilling the requirements for appointment established in Article 16 above, prior 3. If a natural person representing a Director who is a legal person incurs in any of
to proposing the re-appointment of any director to the General Meeting of Shareholders, the events provided in the preceding section, the former will be disqualified as a
the Appointments and Remuneration Committee must issue a report evaluating the representative.
uality of work and dedication of the proposed directors during their previous mandate. . , .
quaity prop g P 4. The Board of Directors may not propose the removal of independent directors

Article 19. Removal of Directors

1.

Directors must step down from the Board when their mandates have expired or
when so decided by the General Meeting of Shareholders making use of the powers
vested in it by law and by the Articles of Association.

The directors must tender their resignation to the Board of Directors and officially
resign at the Board's request in the following cases:

a) In the case of executive directors, when they no longer occupy the positions or
perform the functions by virtue of which they were appointed.

b) In the case of proprietary directors, when the shareholder whose interests they
represent disposes of its holding in FCC or reduces it to such a level that its
number of proprietary directors must be reduced.

c) When they fall under a situation of incompatibility or legal disqualification.

before the expiry of their tenure for which they had been appointed, except where
just cause is found by the Board, based on a report from the Appointments and
Remuneration Committee. In particular, just cause will be presumed when a director
is in breach of his or her fiduciary duties or comes under one of the circumstances
enumerated in Article 6.2.a) of these rules that disqualify them from appointment as
an independent director.

The removal of independents may also be proposed when a takeover bid, merger
or similar corporate operation produces changes in the Company’s capital
structure due to the proportionality between the number of proprietary directors
and independent directors in relation to the capital represented by the proprietary
directors and the rest of the capital.
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5. When a director steps down before his mandate has finished, either due to The Board of Directors issued a report at its meeting of 19 January 2016, which was
resignation or otherwise, he or she must set out the reasons in a letter to be sent assessed and approved, in which it evaluated the quality and efficiency of its functioning
to all other members of the Board, notwithstanding that said change should be and of its committees during the year 2015.

communicated as a Relevant Event and the reasons must be disclosed in the Annual
Corporate Governance Report. In particular, where the director resigns due to the
adoption by the Board of significant or repeated decisions to which the director

has placed serious objections on record, and decides to resign as a result, the
resignation letter to the other directors must expressly state this fact. The evaluation process was carried out via the appraisal of a number of aspects with
a bearing on the functioning, efficiency and quality of the performance and decision-
making of the Board of Directors, as well as the members’ contributions to the
performance of the functions and the achievement of the objectives entrusted to the
Board.

All of its members played an active part in drafting the report, and all the comments,
assessments, opinions and suggestions made by all of them during the process were
taken into consideration.

C.1.20 Explain to what extent that annual self-evaluation of the Board has given rise to
important changes in its internal organisation and in the procedures applying to
its activities:

Description of the amendments Conclusions and positive assessments regarding the composition and internal
organisation and the exercise of the powers attributed to the Board are obtained from

In the year 2015, no deficiencies were detected such as to warrant an action plan. ;
this process.

C.1.20 bis. Explain the evaluation process and the areas that the Board of Directors has The Board of Directors assumes and focuses especially on its supervision and control
evaluated, assisted, as the case may be, by an external consultant, regarding function, always trying to remain abreast of any matters concerning the Company or its
the diversity in its composition and powers, the functioning and composition Group, likewise exercising this power of supervision and control in respect of the powers
of its committees, the performance of the Chairperson of the Board and of the delegated to the Executive Committee.

Company’s CEO, and of the performance and contribution of each Director. Last of all, it should be noted that the existing distribution of powers and functions

across the Board of Directors and its various internal committees is adequate and
efficient for seeking the corporate goals, because it favours a more efficient organisation
“The Board with all of its members present will dedicate the first of its meetings in a year and functioning of the Board.

to evaluate que quality and efficiency of its own functioning during the preceding year,
assessing the quality of its work, evaluating the efficacy of its rules and, as the case

may be, based on its results, it shall propose an action plan to correct any deficiencies
that are detected. At that meeting, in light of the relevant report submitted by the
Appointments and Remuneration Committee, it will also evaluate the performance of
functions of the Chairperson of the Board and of the CEQO, as well as the performance
of its committees and, based on its results, it shall propose an action plan to correct any
deficiencies that are detected.”

Article 34.9 of the Rules of the Board states:

From the foregoing it may be concluded that the Board of Directors assumes and
efficiently exercises the powers and competences attributed to it by the Articles of
Association and the rules of the Board of Directors, and at all times the interests of the
Company and the maximisation of its economic value are at the forefront.
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C.1.20 ter. Detail, as the case may be, the business relations between the consultant or 3. If a natural person representing a Director who is a legal person incurs in any of
any of its group companies with the Company or any of its group companies. the events provided in the preceding section, the former will be disqualified as a

representative.

This does not apply because the evaluation was done internally. 4. The Board of Directors may not propose the removal of independent directors

before the expiry of their tenure for which they were appointed, except where

just cause is found by the Board, based on a report from the Appointments and
Remuneration Committee. In particular, just cause will be presumed when a

director is in breach of the 19 duties inherent to the position or has incurred any of
Article 19. Removal of Directors the circumstances enumerated in Article 6.2.a) of these rules that disqualify from
appointment as an independent director. The removal of independent directors

may also be proposed when a takeover bid, merger or similar corporate operation
produces changes in the Company’s capital structure due to the proportionality
between the number of proprietary directors and independent directors in relation to

2. The directors must tender their resignation to the Board of Directors and officially the capital represented by the proprietary directors and the rest of the capital.
resign at the Board's request in the following cases:

C.1.21 State the reasons for which Directors may be forced to resign.

Rules of the Board of Directors

1. Directors must step down from the Board when their mandates have expired or
when so decided by the General Meeting of Shareholders making use of the powers
vested in it by law and by the Articles of Association.

5. When a director steps down before his mandate ends, either due to resignation
or otherwise, he or she must set out the reasons in a letter to be sent to all other
members of the Board, notwithstanding that said change should be communicated

a) In the case of executive directors, when they no longer occupy the positions or
perform the functions by virtue of which they were appointed.

b) In the case of proprietary directors, when the shareholder whose interests they as a Relevant Event and the reasons must be disclosed in the Annual Corporate
represent disposes of its holding in FCC or reduces it to such a level that its Governance Report. In particular, where the director resigns due to the adoption
number of proprietary directors must be reduced. by the Board of significant or repeated decisions to which the director has placed

When they fall undh tuati £ tibilit local di ificati serious objections on record, and decides to resign as a result, the resignation letter
¢ en they 1altunder a Situation of incompatibiity or legal disquaitiication. to the other directors must expressly state this fact.
d) When the Board, by a minimum two-thirds (2/3) majority, asks the director to resign:

— if he or she receives a severe reprimand from the Board due to breach of his C.1.22 Article revoked.

or her duties as director, based on a proposal or report by the Appointments

and Remuneration Committee, or C.1.23 Is a supermajority, other than the legal majority, required in some decisions?:

— when their permanence on the Board may jeopardise the Company's

credibility and reputation, and directors must inform the Board of any criminal Yes [ No
charges against them and any subsequent events during trials. In any event,

if any director is tried for any of the corporate crimes described in Article If so, describe the differences.

213 of the Capital Companies Act, the Board will examine the case as soon

as possible and, based on the specific circumstances, will decide whether Description of differences

or not the director must resign, and it must give a justification in the Annual -
Corporate Governance Report.
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C.1.24 Detail whether there are specific requirements, other than those relating to
Directors, to be appointed Chairperson of the Board of Directors.

Yes [] No

Description of requirements

C.1.25 State whether the chairperson has a casting vote:
Yes [] No

Issues in respect of which there is a casting vote

C.1.26 State whether the Bylaws or the Rules of the Board establish an age limit for
Directors:

Yes [] No

Age limit for Chairperson []
Age limit for CEO []
Edad limite consejero []

D000

C.1.27 State whether the Bylaws or the Rules of the Board establish a term limit for
Independent Directors, other than that established in the regulations:

Yes [] No

Maximum number of years in office -

C.1.28 State whether the bylaws or the rules of the Board of Directors establish specific
rules for delegating votes on the Board of Directors, how this is done and, in
particular, the maximum number of delegations to one same Director, as well as
whether any limitations have been established with regard to categories where it
is possible to delegate, beyond the limitations imposed by the legislation. If so,
give a short description.

There are no are formal processes for delegating votes on the Board of Directors.
C.1.29 State the number of Board of Directors meetings held in the year. Also, state the
number of times that the Chairperson did not attend the Board meeting. Proxies

granted with specific instructions are not counted as absences:

Number of meetings of the Board of Directors 13
Number of Board meetings without the attendance of its Chairperson 0

If the chairperson is the CEQO, indicate the number of meetings held, without assistance
or representation of any Executive Director and under the Chairpersonship of the
coordinator Director.

Number of meetings -
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Indicate the number of meetings held by the various Board Committees in the year:

Number of Executive or Steering Committee meetings 7
Number of Audit Committee meetings
Number of Appointments and Remuneration Committee meetings 11

C.1.30 State the number of Board of Directors meetings held in the year that were
attended by all of its members. Proxies granted with specific instructions are not
counted as absences:

Number of Board meetings attended by all the Directors 3
Pct. of attendance over the total votes during the year 92.86%

C.1.31 State whether the individual and consolidated financial statements that are
presented for Board approval have been certified:

Yes No []

Indicate any person(s) who have certified the company's individual and consolidated
financial statements for Board authorisation:

Name Position

CEO
General Manager of Administration and Finance

Mr Carlos Jarque Uribe
Mr Miguel Martinez Parra
Mr Victor Pastor Fernandez General Manager of Finance

Mr Juan José Drago Masia General Manager of Administration
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C.1.32 Detail whether the Board of Directors has established any mechanisms to prevent
the individual and consolidated financial statements authorised by it, being
presented to the General Meeting with audit qualifications.

13

The Audit and Control Committee has among its functions that of revising the process
of drafting the economic and financial reports that FCC Group publishes from time to
time. This revision is particularly important in the case of the annual report; therefore,
prior to the Board of Directors' drawing up of the annual financial statements, the Audit
and Control Committee thoroughly examines those statements and requests that the
external auditor explain the conclusions of its review. el comité para que exponga las
conclusiones de su trabajo de revision.

In this way, once the statements are approved by the Board, the external auditor’s report
contains no qualifications.

C.1.33 Is the Secretary of the Board a Director?

Yes [ No

If the Secretary is not a Director, fill in the table below:

Name or company name of Secretary Representative

Mr Francisco Vicent Chulia

C.1.34 Article revoked.
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C.1.35 State the mechanismes, if there are any, established by the Company to maintain
the independence of external auditors, financial analysts, investment banks and
rating agencies.

For this purpose, Article 37.5 of the Rules of the Board of Directors states that "The
basic function of the Audit and Control Committee is to support the Board of Directors
in its supervisory duties by periodically reviewing the processes used to prepare the
financial information, the internal controls and the independence of the external auditors,
among others. In particular, notwithstanding other tasks that the Board of Directors may
entrust to the Audit and Control Committee, it will be responsible for:

a)

b)

Informing the General Meeting of Shareholders on the questions raised by
shareholders which fall within its scope of authority.

Liaising between the Board of Directors and the Company’s external Auditor,
evaluating the results of each audit, with the following additional duties with respect
to the external Auditor:

() making recommendations to the Board for the selection, appointment,
re- appointment and removal of the external auditor, and the terms and
conditions of its engagemen;

(i) receiving regular information from the external Auditor on the progress and
findings of the audit programme, as well as maintaining its independence while
performing its duties, and checking that senior management are acting on its
recommendations;

(i) discussing with the external Auditors any significant weaknesses found in the

internal control system as a result of the audits conducted;

(iv) establishing appropriate relationships with the external auditor to receive
information on matters that might jeopardise its independence, so that they may
be reviewed by the Committee, and any others related to the accounts auditing
process, as well as other communications provided for in auditing laws and

standards;
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(v) ensuring the independence of the external Auditor and, in particular, establishing
appropriate measures:

1) for contracting consulting and advisory services with that Auditor or a
company of its group does not jeopardise its independence, to which
end the Committee will request and will receive an annual report from the
Audlitors confirming in writing their independence in respect of the Company
or the entities directly or indirectly related to it, and information on any
additional services of any kind rendered and the corresponding fees paid to
these entities by the external auditor or by the persons or entities related to
the Auditors, as provided for in the Auditing Act and

2) so that the Company issues a relevant event to the CNMV as regards the
change in Auditor, with a statement about any disagreements with the
outgoing Auditor and their nature and in the case where the external Auditor
resigns, the circumstances that led to this resignation; and

(vi) seeking to ensure that the Company's Auditor takes responsibility for auditing
the companies comprising the Group.

Issuing a report each year, prior to the publication of the audit report, expressing an
opinion on the independence of the Company’s Auditors. In any event, that report
must address the provision of any additional services as referred to in section b) (iv)
1) above, considered individually and in the aggregate, other than legal auditing and
in relation to the independence or auditing regulations and standards.

Supervising the Company's internal audits that oversee the good operation of the
information and internal control systems; the head of internal audit is obliged to
present an annual work plan to the Committee and directly report to it any incidents
arising in the course of implementing the plan, as well as submitting a report on
activities to the Committee at the end of each year.

Executive
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e) Supervising and analysing the efficacy of the Company’s internal control and the risk

control and management policy approved by the Board of Directors, ensuring that it
at least identifies:

(i) the different types of risks that the Company faces, including, among others,
financial and economic risks, contingent liabilities and other off-balance sheet
risks; 0s 0 econdomicos, los pasivos contingentes y otros riesgos fuera de
balance;

(i) establishing the risk level that the Company deems acceptable;

(i) the measures provided to mitigate the impact of the identified risks in the event
they materialise; and

(iv) the reporting and internal control systems that will be used to control and
manage said risks, including contingent liabilities and off-balance sheet risks,
submitting them to the Board of Directors for approval.

Supervising the preparation and presentation of the annual financial statements
and management report of the Company and the consolidated group, and of the
information released periodically to the markets, checking for compliance with legal
provisions and the correct application of generally accepted accounting principles,
and informing the Board before it adopts any of the following decisions:

(i) the financial reports which the Company, owing to its listed status, must disclose
from time to time, ensuring that the interim financial statements are drawn up
with the same accounting criteria as annual financial statements and, for such
purpose, it must consider whether a limited review by the Company’s external
auditor is appropriate; and

(i) the creation or acquisition of holdings in special purpose entities or entities
domiciled in countries or territories considered tax havens, as well as any other
transactions or operations of a similar nature which, owing to their complexity,
might detract from the transparency of FCC Group.

g) With respect to internal control and reporting systems:

h)

() supervising the process of preparing, and the integrity of, the financial reports
referring to the Company and, as the case may be, the Group, reviewing the
compliance with the regulatory requirements, the adequate delimitation of the
scope of the consolidated group and the correct application of the accounting
criteria;

(i) periodically checking the systems of internal control and risk management, in
order that the principal risks are identified, managed and announced adequately;

(i) monitoring the independence and efficacy of the internal audit function;
proposing the selection, appointment, re-election and removal of the head of
internal audit; proposing that department’s budget, receiving regular reports on
its activities, and verifying that senior management are acting on the findings
and recommendations of its reports; periodically receiving information from the
Management Control and Risk Management Departments, respectively, on how
they carry out their activities and on how internal controls work; and

(iv) ensuring that the internal codes of conduct and corporate governance rules
comply with regulatory demands and are suitable for the Company, and
reviewing that the persons subject to said codes and rules of governance
comply with their reporting obligations to the Company.

Issuing reports and proposals as requested by the Board of Directors or the
Chairperson of the Board and those it deems appropriate for the best performance
of its functions, particularly,

(i) the report on proposed amendments to these Board Rules, pursuant to the
provisions in Article 4.3;

(i) deciding on requests for information presented by directors, pursuant to the
provisions in Article 26.3 of these Rules, to the Committee; and

(iii) requesting, as the case may be, the inclusion of any items on the agenda of
Board meetings, under the conditions and time periods established in Article
34.3 of these Rules.”
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C.1.36 State whether the Company changed its external auditor during the year. If so,
identify the incoming and outgoing auditor:

Yes [] No

Outgoing auditor Incoming auditor

If there was a disagreement with the outgoing auditor, describe it:

Yes [] No

Explanation of disagreement

C.1.37 State whether the audit firm performs other work for the Company and/or its
group other than auditing and, if so, state the fees received for such work and
those fees as a percentage of total fees billed to the Company and/or its group:

Yes No []
Company Group Total
Amount of other non-audit jobs 372 521 893
(in thousand euros)
Amount of non-audit jobs / total 52.174 14.240 20.425

amount billed by audit firm (in pct.)
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C.1.38 State whether the auditors' report on the previous year's financial statements
had any reservations or was qualified. If it was, state the reasons given by the
Chairperson of the Audit Committee to explain the content and scope of the
qualification or reservation.

13

Yes [] No

Explanation of the reasons

C.1.39 State the number of consecutive years that the current audit firm has been
auditing the financial statements of the Company and/or its group. Also, indicate
the number of years audited by the current audit firm as a percentage of the total
number of years in which the financial statements have been audited:

Company Group
Number of consecutive years 14 14

Company Group
Number of years the current audit firm has 53.8 53.8

audited / number of years the Company
has been audited (as a percentage)
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C.1.40 State whether there is a procedure for Directors to engage external consultants
and, if so, provide details:

Yes No ]

Detail the procedure
Rules of the Board Article 27. Expert assistance

“1. In order to assist them in performing their duties, non-executive directors are entitled to obtain
the necessary assistance from the Company to perform their duties and, where necessary, to
obtain advice, at FCC's expense, from legal, accounting and financial consultants and other
experts.

2. Requests to engage external consultants or experts must be referred to the Chairperson of
the Board of Directors and will be approved by the Board of Directors if the latter considers
that: a) it is necessary for the proper performance by non-executive directors of their assigned
duties, b) the cost is reasonable, in view of the importance of the problem and the assets and
revenues of FCC, and c) the technical assistance received cannot be properly provided by
internal FCC experts or technical personnel.

3. Requests for expert assistance by any of the Board Committees should not be denied except
when a majority of the Board members considers that the conditions envisaged in paragraph 2
of this article are not met.”
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C.1.41 State whether there is a procedure for Directors to have the necessary
information to prepare for the meetings of the governing bodies with sufficient
time and, if so, provide details:
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Yes No ]

Detail the procedure

Rules of the Board of Directors. Article 26. Information and inspection faculties:

“1. In order to perform their duties, all directors have the right to request and to compile any
suitable and necessary information from the Company that is useful in the fulfiment of their
obligations on any aspect related to FCC and its subsidiaries and associated companies,
in Spain and other countries. To this end, they may examine documentation they consider
necessary, talk to the heads of the departments in question and visit the companies' facilities.

2. So as not to disturb the ordinary operations of the FCC Group, the exercise of these
information rights must be channelled through the Chairperson, who will respond to the
directors' requests by either providing the information directly or offering the appropriate
interlocutors at the pertinent organisational level.

3. If such a request for information is denied, delayed or handled deficiently, the requesting
director may refer his petition to the Audit and Control Committee, which must grant a hearing
to both the Chairperson and requesting director before deciding how to proceed.

4. The requested information may only be denied when, in the opinion of the Chairperson and
the Audit and Control Committee, it is unnecessary or could be harmful to the Company's
interests. Information requests cannot be denied if supported by a majority of the Board
members.”
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C.1.42 State whether the Company has rules obliging Directors to inform and, if d) When the Board, by a minimum two-thirds (2/3) majority, asks the director to resign:
appropriate, to resign in any circumstance that might harm the organisation's — if he or she receives a severe reprimand from the Board due to breach of his or
name or reputation, and describe any that exist: her duties as director, based on a proposal or report by the Appointments and
Remuneration Committee, or
Yes No [] — when their permanence on the Board may jeopardise the Company's credibility and
reputation, and directors must inform the Board of any criminal charges against them
and any subsequent events during trials. In any event, if any director is tried for any of
Explain the rules: the corporate crimes described in Article 213 of the Capital Companies Act, the Board
will examine the case as soon as possible and, based on the specific circumstances,
Rules of the Board of Directors Article 25. Directors’ duty of disclosure. will decide whether or not the director must resign, and it must give a justification in

“Directors must disclose the following to FCC's Appointments and Remuneration Committee the Annual Corporate Governance Report. [ ]

through the Corporate Responsibility Department or any other that takes its place: [...]
C.1.43 State whether any member of the Board of Directors has informed the Company

that he has been charged with, or tried for, any of the crimes stated in Article 213
of the Capital Companies Act:

d) Legal, governmental, or any other type of claim which, due to its significance, could have a
serious effect on the reputation of FCC. [...]”

Rules of the Board of Directors. Article 19. Removal of Directors

“1. Directors shall be removed from office when the term for which they were appointed has
) ; . ) Yes [] No
elapsed or when the General Meeting so decides exercising the powers granted to it by the law
and the bylaws.”
2. The Directors must tender their resignation to the Board of Directors and officially resign at the Name of Director Criminal Case Comments

Board's request in the following cases:

a) In the case of executive directors, when they no longer occupy the positions or perform the

functions by virtue of which they were appointed. State whether the Board of Directors has analysed the case. If it has, give a reasoned

b) In the case of proprietary directors, when the shareholder whose interests they represent explanation on the decision made regarding whether it is fit for the Director to remain in
disposes of its entire holding in FCC or reduces it to such a level that the number of office, or as the case may be, explain the action taken by the Board of Directors up until
proprietary directors must be reduced. the date of this report or those that it plans to carry out.

c) When they fall under a situation of incompatibility or legal disqualification provided by law.

Yes [] No []

Decision or action taken Explanation
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C.1.44 Detail the significant agreements entered into by the company which will enter

into force, be amended or terminated in the event of a change of control of the
company following a takeover bid, and the effects thereof.

A change of control of FCC as a consequence of a takeover bid could represent

an event of obligatory full early repayment of the Syndicated Financing Agreement
amounting to €4,511,644,219.02, undersigned on 24 March 2014, which entered into
force on 26 June 2014 (Clause 8.4.1(a)), unless:

(A) the loss of control does not entail the acquisition of control by a third party;
(B) the acquisition of control is done by:

(@) una empresa industrial de reconocida solvencia, experiencia y capacidad de
gestion de un grupo del tamafio y caracteristicas del Grupo FCC (o por un
consorcio liderado por tal empresa),

(b) por entidades de crédito, ya sean espafolas o extranjeras, siempre que sean
de reconocidas solvencia, experiencia y capacidad de gestion de un grupo del
tamafo y caracteristicas del Grupo FCC.

Likewise, and according to the terms and conditions of the issue of convertible bonds,
which are available on the FCC website (www.fcc.es), if an investor launches a takeover
bid to all the shareholders and holders of convertible bonds of the Company that would
lead to a change of control in FCC (defined as the acquisition of over 50% of the voting
rights or the right to appoint more than half of the members of the Board of Directors of
FCC), the holders of convertible bonds would have during a given period the option of
selling their Bonds to FCC at par value (plus accrued interest), and also during a given
term the conversion price will be adjusted under the terms described under Condition 7
of the terms and conditions of convertible bonds.

Also check the relevant event of 5 February 2016, on the novation of the agreement to
invest in FCC by Ms Esther Koplowitz and Inversora Carso, S.A. de C.V., specifically
where it says:

shares, and increase of the stake in FCC.

The parties agree that if CEC and/or |. Carso for any reason reach the ownership
of a percentage of voting rights in FCC equal to or above thirty percent (30%)

or in any other way reach the control of FCC, and provided that the new capital
increase has been fully subscribed and called up, sections 6.1 to 6.3 of the original
Investment Agreement shall be rendered void.

If subsequent to CEC and/or I. Carso for any reason reaching the ownership of a
percentage of voting rights in FCC equal to or above thirty per cent (30%), said
percentage is again reduced to below thirty percent (30%) of the voting rights in FCC,
the above-mentioned sections 6.1 to 6.3 of the original Investment Agreement shall
again apply between the parties insofar as CEC and/or I. Corso do not again exceed in
FCC the aforesaid percentage of voting rights in FCC equal to or above thirty percent
(80%) or in any other way reach the control of FCC.

The parties agree that section 6.4 of the original Investment Agreement shall be
amended so as to render void the limitation provided in clause 6.4 of the Investment
Agreement, therefore deleting the current restriction barring a stake of over 29.99%

of FCC’s share capital, provided that the new capital increase is recorded at the
Barcelona Mercantile Register before 30 April 2016, as a result of which clause 6.4

of the Investment Agreement will have the following wording: “6.4: Increase of the
parties’ stake in FCC. Any of the parties may increase its individual stake in FCC to
above 29.99% of the share capital with voting rights during the period of the Investment
Agreement.”
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C.1.45 State in aggregate and indicate, in detail, any agreements between the Company Mr Felipe B. Garcia Pérez (Company Secretary)

and its administration and management officers or employees providing
severance, guarantee or golden parachute clauses, whenever they resign or
are subject to summary dismissal or if their agreement is terminated due to a
takeover bid or other type of transaction.

Number of beneficiaries 2

Mr Carlos Jarque Uribe (CEO)
Description of the resolution

For the purpose of establishing an economic fund to compensate the senior executive for the
extinguishment of his contract, the company shall create a savings fund for his benefit, which will
be filled by the annual contributions made by the Company, amounting to 340 thousand euros per
year.

If this contractual relationship is extinguished during the first three years of force of this contract,
for any reason except the senior executive stepping down, dismissal for objective reasons and
disciplinary dismissal, respectively, the senior executive will accrue the amount in the Savings
Fund as of the date of extinguishment of his contract. Said payment shall compensate the senior
executive for the extinguishment of his contract and shall be deemed severance, it shall comprise
the indemnity provided in clause 11 of the contract and will replace any other compensation that
might arise from the termination of this contractual relationship.

If the extinguishment takes place once three years have elapsed from the signing of this contract,
the senior executive will accrue the amount in the Savings Fund as of the date of extinguishment of
his contract, except in the event of dismissal for objective reasons or disciplinary dismissal.

Said payment shall compensate the senior executive for the extinguishment of his contract and
shall be deemed severance, it shall comprise the indemnity provided in clause 11 of the contract
and will replace any other compensation that might arise from the termination of this contractual
relationship. The payment must be made by the Company within the two months following the
termination of the contractual relationship.

Description of the resolution

With regard to the Company Secretary, executive Board member until 13 January 2015, the
Company, with the authorisation of the Executive Committee, contracted and paid an insurance
premium in order to meet the payment of the contingencies related, among other items, to death or
to permanent occupational disability and to retirement bonuses and pensions and other concepts,
for some of the Executive Directors and senior executives.

In particular, the contingencies giving rise to severance pay are those that entail the extinguishment
of the employment relationship for any of the following reasons:

a) Unilateral decision by the Company.

b) Winding up or disappearance of the parent company for any reason, including merger or spin-
off.

c) Death or permanent disability.
d) Declaration of physical disability or legal incompetence for any other reason.
e) A substantial change in professional conditions.

f) Resignation, upon reaching the age of 60, at the executive's request and with the Company's
consent.

g) Resignation at age 65, by unilateral decision of the executive.

As of 31 December 2015, the Company Secretary has accumulated under said insurance a net
amount equal to 3.5 times his gross annual remuneration.

Indicate whether these contracts have to be notified to and/or approved by the
Company's or group's bodies:

Board of Directors General Meeting

Body that authorises the clauses X
YES NO
Is the General Meeting informed of the X

clauses?
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C.2 Board of Director Committees

07

Environmental
Services

C.2.1 Detail all the Board of Director Committees, their members and the proportion of
executive, proprietary, independent and other external Directors on these boards:

EXECUTIVE OR DELEGATE COMMITTEE

Name Position
Dominum Desga, S.A. (represented by Director
Ms Esther Alcocer Koplowitz)

EAC Inversiones Corporativas, S.L. Director
(represented by Ms Esther Alcocer Koplowitz)

Mr Alejandro Aboumrad Gonzalez Director
Mr Gerardo Kuri Kaufmann Director

Pct. of Executive Directors
Pct. of Proprietary Directors
Pct. of Independent Directors
Pct. of other External Directors

Current status

External Proprietary Director

External Proprietary Director

External Proprietary Director
External Proprietary Director

100

Explain the functions that his Committee has, describe the procedures and its rules of
organisation and functioning. Summarise the most important activities during the year.

Rules of the Board of Directors. Article 36. Executive Committee

1. The Board may permanently delegate in the Executive Committee all the powers of the Board
of Directors with the exception of those which are reserved by law, the bylaws or its these
rules. Unless otherwise stipulated in the delegation of powers by the Board of Directors, the
Executive Committee will have specific responsibility for deciding on investments, divestments,
credits, loans, guarantee and surety lines and other financial facilities for unit amounts not
exceeding the figure that is established in each case in accordance with Article 7.2.0). Also, in
situations of emergency, the Executive Committee will exercise the following powers attributed

to the Board of Directors, under Article 8 of these Rules.
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The Board of Directors, based on a report by the Appointments and Remuneration Committee,
will designate the directors to form part of the Executive Committee, ensuring as far as possible
that its structure is similar to that of the Board itself in terms of the various categories of
director. The Secretary of the Board will also be the secretary of the Executive Committee.

13

The Executive Committee will be composed of a minimum of four (4) and a maximum of ten
(10) members.

The members of the Executive Committee will step down from the Committee when they cease
to be directors or when decided by the Board. Any vacancies arising will be filled as quickly as
possible by the Board of Directors.

The Chairperson of the Executive Committee will be appointed from among members of the
Committee itself. If the Chairperson of the Executive Committee is absent, or if the position is
vacant, the meeting will be chaired by a Committee member chosen by majority vote of those
in attendance.

The Executive Committee will hold ordinary meetings in the months when a Board of Directors
meeting is not scheduled, apart from the month of August, and it may meet on an extraordinary
basis when required by the Company's interests.

The Executive Committee will be convened by the Chairperson, on his/her own initiative or
upon the request of at least two (2) Committee members. The notice will be sent by letter,
telegram, e-mail or fax to each of the Committee members at least forty-eight (48) hours in
advance of the meeting date, however it may be called with twenty-four (24) hours’ notice
of the date and time of the meeting for reasons of emergency, in which case the agenda
for the meeting will be limited to the issues that caused such emergency. Along with the
announcement of each meeting, the members of the Executive Committee will be provided
with the pertinent information they need to form an opinion and to vote.

In the absence of the Chairperson of the Executive Committee, or if the position becomes
vacant, the Committee may be convened by the longest-standing member or, if there is equal
seniority between members, by the oldest one. In the event of legal persons, the age of the
individual representing them will be taken into account.

The meetings shall be held at the Company's registered offices or any other location
designated by the Chairperson and stated in the announcement.

The Executive Committee will be quorate when the majority of its members are present or
represented at the meeting. Absent members can be represented by another member of the
Executive Committee. However, non-executive directors can only be represented by other non-
executive directors.

Discussions will be directed by the Chairperson, who will give the floor to the attendants
wishing to speak.
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12. Resolutions will be passed by absolute majority of the Committee members. If there is a tie,
the matter will be submitted to the Board of Directors, for which purpose the members of the
Executive Committee will request that a Board meeting be called according to the provisions
in Article 34 of these Rules, unless a Board meeting has already been called for within the
next thirty (30) calendar days, in which case the Chairperson of the Committee will ask the
Chairperson of the Board to include the items involved in the tie on the Agenda for the meeting.

13. The Executive Committee, through its Chairperson, will inform the Board of the business
transacted and the decisions made by the Committee, and a copy of the minutes of each
meeting will be given to each director.

Regarding the most important actions carried out by this Committee, its functioning was evaluated
in the meeting held on 19 January 2016.

Generally, the Executive Committee was in charge of monitoring and supervising the ordinary
management and administration of the Company, which requires continuous attention and, as the
case may be, rapid and diligent actions, as well as matters which may influence the positioning and
future projection of the Company and its Group in the market.

The Executive Committee informed the Board of its decisions on a timely basis. In particular, the
Executive Committee exercised the power it is attributed in Article 36 of the Rules of the Board of
Directors of deciding on investments, divestments, credits, loans, guarantee and surety lines and
other financial facilities for unit amounts not exceeding the figure established by the Board in each
case.

State whether the Delegate or Executive Committee's composition reflects the
composition of the Board in terms of Director type:

Yes [] No

If not, detail the composition of the Delegated or Executive Committee

See the item dedicated to the particulars of its composition, where it is shown that all of its
members are External Proprietary Directors.
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AUDIT COMMITTEE

Name Position Current status

Mr Henri Proglio Chairperson Independent Director

Mr Manuel Gil Madrigal Director Independent Director

Mr Alvaro Vazquez de Lapuerta Director Independent Director

Mr Juan Rodriguez Torres Director External Proprietary Director
EAC Inversiones Corporativas, S.L. Director External Proprietary Director

(represented by Ms Esther Alcocer Koplowitz)

Pct. of Proprietary Directors 40
Pct. of Independent Directors 60
Pct. of other External Directors

Explain the functions that his Committee has, describe the procedures and its rules of
organisation and functioning. Summarise the most important activities during the year.

Rules of the Board of Directors. Article 37. Audit and Control Committee

1. The Board of Directors of FCC will establish, on a permanent basis, an Audit and Control
Committee, without executive functions and with powers of reporting, advising and making
proposals within its scope of action, comprising a minimum of three (3) and a maximum of
six (6) Directors designated by the Board of Directors having regard to their knowledge and
experience of accounting, auditing or risk management; all of its members will be non-
executive directors and the majority of them will be independent directors, and the Committee
will appoint a Chairperson from among its independent members, and it may also appoint a
Vice-Chairperson. The term of the members of the Committee may not exceed their terms as
directors, notwithstanding the possibility that they may be re-appointed indefinitely so long
as they are also re-appointed as directors. Subject to the foregoing, the term of office for the
chairperson and vice-chairperson, as the case may be, cannot exceed four (4) years and the
same applies to their mandate as members of the Committee, but they may be reappointed
once a year has elapsed since their removal.

2. At least one of the members of the Audit and Control Committee shall be an Independent
Director appointed on the basis of his/her knowledge and experience in accounting, auditing,
or both.
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3. The Audit and Control Committee will govern its own affairs in accordance with the Articles of

Association and these Rules. The Committee members who have held the post of Chairperson
may not be re-elected until at least one year has passed since stepping down as Chairperson.
The Audit and Control Committee will designate a Secretary, and may also designate a Vice-
Secretary, neither of whom need be a member of the Committee, to aid the Chairperson and
provide for the smooth operation of the Committee, duly reflecting, in the meeting minutes,

the business transacted, the deliberations and the resolutions adopted. The Secretary or the
person standing in for him will draft the minutes of each Committee meeting, which will be
signed by the Committee members in attendance.

The Audit and Control Committee will be quorate when a majority of its members are present
or represented at the meeting; it will adopt decisions by absolute majority vote of those present
or represented, and the Chairperson will have a casting vote in the case of a tie.

The basic function of the Audit and Control Committee is to support the Board of Directors
in its supervisory duties by periodically reviewing the processes used to prepare the financial
information, the internal controls and the independence of the external auditors. In particular,
the matters that the Board of Directors may entrust to the Audit and Control Committee
include, but are not limited to, the following:

a) Informing the General Meeting of Shareholders on the questions raised by shareholders
which fall within its scope of authority.

b) Liaising between the Board of Directors and the external auditor, evaluating the results
of each audit, with the following additional duties with respect to the external auditor:

() making recommendations to the Board of Directors for the selection, appointment,
reappointment and removal of the external auditor, and the terms and conditions of his
or her engagement;

(i) - receiving regular information from the external auditor on the progress and findings of
the audit programme, as well as ensuring its independence in the performance of its
functions, and checking that senior management are acting on its recommendations;

(i) discussing with the external auditors of the Company any significant weaknesses in the
Internal Control System detected during the audit;

(iv) establishing the relevant relations with the external auditor to receive information on any
matters that might jeopardise its independence, so that they may be reviewed by the
Committee, and any other matters that are related to the development of the accounts
audit, as well as any other communications provided in audit laws and standards.

(v) ensuring the independence of the external auditor and, in particular, establishing
appropriate measures to ensure that:

c)

ad

e

Jeopardise its independence, to which end the Committee will request and receive
annually from the auditor a written confirmation of its independence with respect to
the Company or entities directly or indirectly related to it, as well as information on
any additional services of any type, and the corresponding fees, provided to those
entities by the external auditor or by persons or entities related to the auditor, as set
out in audit laws, and

2

>

the Company issues a relevant event to the CNMV as regards the change in
auditor, with a statement about any disagreements, should there be any, with the
outgoing auditor and their nature, and in the case the external auditor resigned, the
Committee must examine the reasons; and

(vi ) the Company's auditor must take responsibility for auditing the companies comprising
the Group.

Issuing an annual statement on the independence of the auditors or audit firms each year
prior to the issuance of the auditors' report. In any event, that statement must address the
provision of any additional services as referred to in section b) (v) 1) above, individually and
in the aggregate, other than the legal audit and related to its independence or with auditing
Standards.

Supervising the Company's internal audit units that oversee the proper functioning of the
information and internal control systems; the head of internal audit is obliged to present
an annual work plan to the Committee and inform it directly of any incidents arising in
the course of implementing the plan, as well as submitting a report on activities to the
Committee at the end of each year.

Supervising and analysing the efficiency of the Company’s internal control and the risk
control and management policy approved by the Board of Directors, identifying at least:

(i) the different types of risk to which the Company is exposed, with the inclusion under
financial or economic risks of contingent liabilities and other off-balance-sheet risks;

(i) the determination of the risk level the Company sees as acceptable;
(i) the measures in place to mitigate the impact of risk events, should they occur; and

(iv) the internal reporting and control systems to be used to control and manage the above
risks, including contingent liabilities and off-balance-sheet risks, submitting them to the
Board for approval.
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f)  Supervising the preparation and presentation of the financial statements and management
report of the Company and the consolidated group, and of the information released
periodically to the markets, checking for compliance with legal provisions and the correct
application of generally accepted accounting principles, and informing the Board of

Directors before it adopts any of the following decisions:

(i) the financial information that the Company must release periodically by virtue of being
listed, ensuring that the interim financial statements are drawn up in accordance with
the same accounting principles as the annual financial statements and, to this end,
considering the suitability of a limited review by the Company's external auditor; and

(i) the creation or acquisition of shares in special purpose vehicles or entities resident in
countries or territories considered tax havens, and any other transactions or operations
of a comparable nature whose complexity might impair the transparency of the

FCC Group.

g) With respect to internal control and reporting systems:

() monitoring the preparation and the integrity of the financial information prepared on
the Company and, as the case may be, the Group, checking for compliance with
legal provisions, the accurate demarcation of the consolidated group, and the correct

application of accounting principles;

(i) reviewing internal control and risk management systems on a regular basis, including
tax control systems, to ensure that the main risks are properly identified, managed and

disclosed appropriately;

(ii) monitoring the independence and efficacy of the internal audit function; proposing
the selection, appointment, reappointment and removal of the head of internal audit;
proposing that department’s budget; receiving regular reports on its activities; and
verifying that senior management are acting on the findings and recommendations of
its reports; receiving regular reports from the Response Committee and the Internal
Control and Risk Management Department, respectively, about the performance of its

activities and the functioning of the internal controls; and

(iv) ensuring that the internal codes of conduct and the rules of corporate governance
comply with the requirements of law and are appropriate for the Company, and
reviewing compliance, by the persons governed by those codes and governance rules,

of their obligations to inform the Company.
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h) Issuing reports and proposals as requested by the Board of Directors or the Chairperson
of the Board and those it deems appropriate for the best performance of its functions,
particularly,
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() issuing the report on proposed amendments to these Rules, as provided in Article 4.3.

(i) deciding on requests for information presented by directors, by virtue of Article 26.3 of
these Rules, to the Committee; and

(i) requesting, as the case may be, the inclusion of any items on the agenda of Board
meetings, in the conditions and time periods established in Article 34.3 of these Rules.

The Audit and Control Committee will have access to all of the documentation and information
needed to perform its functions and it may seek the advice of external professionals who,
acting as advisors and numbering a maximum of two (2) for each member of the Committee,
they deem convenient, in which case the provisions of Articles 27.3 and 35.4 of these Rules
will apply. These advisors may attend and speak at the meetings but they may not vote.

The Audit and Control Committee will meet at least once per quarter and as convened by the
Chairperson or when requested by two (2) Committee members. Each year, the Committee
will draft an action plan for the year which it will submit to the Board of Directors, as well as

a report on its activities during the year, which will serve as the basis for the evaluation to be
conducted by the Board of Directors. In the absence or if attendance is impossible, of the
Chairperson of the Audit and Control Committee or if that position is vacant, meetings may
be convened by the longest-standing member of the Committee and, in the event of there
being two or more members with the same seniority, by the one who is oldest. In the case

of directors that are legal persons, the age of the natural person representing them shall be
considered.

The Chairperson shall direct debates and give the floor to those attendees who wish to speak.
In the absence or if attendance is impossible of the Chairperson of the Audit and Control
Committee, or if that position is vacant, the functions of Chair will be performed by the member
chosen for this purpose by the majority of attendees.

Any member of the FCC Group's management team or personnel, and the Company's external
auditors, will obliged to attend meetings of the Committee when requested to do so, and must
collaborate and provide the information at their disposal, as provided by Article 35.6 of these
Rules where appropriate.

For anything not expressly regulated in this article in respect of the functioning of the Audit and
Control Committee, the regulations of the Audit and Control Committee shall apply.
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Regarding the most salient actions during the year, it should be noted that on 19 January 2016 — Proposing to the FCC Board of Directors, to be submitted to the ordinary General Meeting of

the Audit and Control Committee of Fomento de Construcciones y Contratas, S.A. (hereinafter,
the Company) issued a report on its activities and functioning during the year 2015.

The Committee assumed and effectively performed the list of powers entrusted to it by Articles
40 of the Bylaws and 37.5 of the Rules of the Board of Directors.

Thus, in the performance and fulfiment of those powers, throughout 2015 the Committee
exercised, by way of illustration only, the following functions:

— Liaising between the Board of Directors and the external auditor of the Company, evaluating
the results of each audit.

— Receiving regular information from the external auditor regarding the audit plan and the results
thereof, and verifying that senior executives act on the recommendations of the external auditor.

— Supervising the Company’s internal audit service, as well as its risk control and management
policy, reviewing the identification of the most relevant risks and the adoption of the necessary
measures to mitigate their impact.

— Supervising the process of preparing the individual and consolidated financial statements and
management reports, and the financial reports disclosed to the markets from time to time,
ensuring the compliance with the legal requirements and the proper application of accounting
principles.

— Issuing a favourable report on the process of drafting the individual and consolidated financial
statements and management reports corresponding to the year 2014, and that they have
been drafted complying with legal requirements and applying generally accepted accounting
principles.

— Issuing a favourable report on the Corporate Governance Annual Report of 2014.

— Supervising the fulfiment by the Company of the internal codes of conduct and the rules of
corporate governance.

— Issuing a favourable report on the appropriateness of the information included in the ‘Interim
Statement’ on the first and second quarters of 2015, according to the provisions in Article
20.1 of Royal Decree 1362/2007, of 19 October, and the provisions developing it,
recommending that it be approved by the Board of Directors and sent to the CNMV and
Securities Exchanges.

— Informing, in general, on the Internal Communications Channel’s communications and the
corresponding actions performed.

Shareholder, the appointment of Deloitte, S.L. as account auditors for FCC and the consolidated
Group for 2016.

— Approving, pursuant to the provisions in Article 34.9 of the Rules of the Board of Directors, the
self-assessment report on the performance of FCC’s Audit and Control Committee during 2014
and present it to the Board of Directors.

— Issuing a favourable report on the appropriateness of the information included in the financial
statements of the first semester of 2015 (Abbreviated financial statements and Interim
Management Report), according to the provisions in Article 11 and following of Royal Decree
1362/2007, of 19 October, and the provisions developing it.

|dentify the Director who is a member of the Audit Committee who was appointed on

the basis of his/her knowledge and experience in accounting, auditing, or both, and
report how many years the Chairperson of this Committee has been in office.

Name of Director with experience Mr Manuel Gil Madrigal
Number of years of the Chairperson in office 1

COMISION DE NOMBRAMIENTOS Y RETRIBUCIONES

Name Position Current status

Mr Alvaro Vazquez de Lapuerta Chairperson Independent Director

Mr Manuel Gil Madrigal Director Independent Director

Mr Juan Rodriguez Torres Director External Proprietary Director
Dominum Desga, S.A. represented by Ms

Esther Alcocer Koplowitz Director External Proprietary Director
Pct. of Proprietary Directors 50
Pct. of Independent Directors 50

Pct. of other External Directors -
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Explain the functions that his Committee has, describe the procedures and its rules of c) Submitting to the Board the proposals of appointment and re-election of independent

directors so that they may be designated by co-optation or submitted to the decision of
the General Meeting of Shareholders, as well as proposals for their re-election or removal
by the General Meeting of Shareholders.

organisation and functioning. Summarise the most important activities during the year.

Rules of the Board of Administration. Article 38. Appointments and Remunerations Committee

1. The Board of Directors of FCC shall permanently establish an Appointments and Remuneration ) Advising on prop osa/; for the app omtme/'vt and re—e/gct/on of the res't ,Of the directors so
Committee, without executive functions but with powers for informing, advising and proposing that th ey may be designated by co-optation or sub m/‘tted to th? decision of the General
within its scope of action, it will be composed of a minimum of four (4) and a maximum of six Meeting of Sﬁareho/ders, as well as proposals for their re-election or removal by the
(6) members appointed by the Board of Directors. Its members may only be non-executive General Meeting of Shareholders.
directors, of which two (2) shall be independent directors and another two (2) proprietary e) Advising on the appointment and removal of senior executives and the basic terms of their
directors. The Committee will appoint the Chairperson from among its independent members. contract, proposed to the Board by the chief executive, and proposing the candidates for
The term of the members of the Appointments and Remuneration Committee may not exceed senior executive positions in the Company, in addition to those envisaged in Article 2.2.
their terms as directors, notwithstanding the possibility that they may be re-elected indefinitely of these rules, and making the proposals for reprimands envisaged in Article 19.2.d) of
so long as they are also re-elected as directors. these Rules. The Committee will also issue a report before any appointment to a position

2. The Appointments and Remuneration Committee will regulate its own functioning pursuant or office vyhose annual remun eratlgn s equa/‘ fo or gregter than the figure established by
to the Corporate Bylaws and these Rules. The Committee will designate a Secretary, who thg App otrjtments and Remuneration Committee, and it shall be reported to the Board of
need not be a member of the Commiittee, to aid the Chairperson and provide for the proper Directors in each case.
functioning of the Committee, duly reflecting, in the meeting minutes, the development of f)  Proposing to the Board of Directors the remuneration policy for directors and senior
the deliberations at meetings, the contents of the deliberations and the resolutions adopted; executives or those performing senior management functions directly reporting to the
the minutes must be signed by the members of the Committee who attended the meeting in Board, the Executive Committee or the CEQ, as well as the remuneration of the executive
question. The members of the Appointments and Remuneration Committee will step down directors and the other conditions of their contracts, overseeing compliance therewith.
from the Committee when they step down as directors or when decided by the Board of Also, advising and making proposals on muiti-year incentive plans for the Company's
Directors. senior management, particularly those related to the value of the shares. Also, making

3. There shall be a quorum at the Appointments and Remuneration Committee meetings when proposals 'to the Board of Directors or? the distribution among ’t,S the Directors of th?
the majority of its members are present or represented, its resolutions are to be passed by an remuneration f gr Board m embers dec’, de,d by the General Meeting of Shareholders in
absolute majority of the members present or represented and the Chairperson shall have a accordance with the Articles of Association and these Rules.
casting vote in the event of a tie. g) Preparing and maintaining a record of the status of directors and senior executives of FCC.

4. The Appointments and Remuneration Committee will have the powers to inform, advise and h)  Assisting the Board in the function of overseeing that the procedures for the selection of

propose within its areas of competence, and in addition to the duties established by law, by the
bylaws and according to these Rules, the following functions:

a) Evaluating the skills, knowledge and experience needed on the Board. For that purpose,
it shall define the duties and capabilities required of the candidates to fill each vacancy,
deciding the time and dedication necessary for them to properly perform their duties. Any
Director may suggest candidates to the Appointments and Remuneration Committee for it
to consider them for covering vacant positions.

b) Examining or organising appropriately the succession of the Chairperson and Chief
Executive and, as the case may be, making recommendations to the Board so that the
handover proceeds in a planned and orderly manner.

its members favour the diversity of genders, experience and knowledge, ensuring that

the procedures for filling vacancies on the Board are not subject to implicit bias against
the selection of female directors, so as to ensure that the Company deliberately seeks
and short-lists women with the necessary professional profile, and should disclose to

the Board, as the case may be, through the Annual Corporate Governance Report, the
reason why there are few or no female directors and the initiatives adopted to correct this
situation. For the foregoing purpose, it must establish a representation goal for the gender
that is less represented on the Board of Directors and prepare guidelines on how to reach
that goal.
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i) Advising on the proposed appointment of members of the Board of Director committees.
j)  Advising on the appointment and removal of the Secretary of the Board.
k) Verifying the qualifications of the directors under Article 6.3.

) Informing the Board of Directors in advance of all the matters provided in the Law, the
Bylaws and these Rules of the Board, particularly on transactions with related parties.

m) Receiving and filing, in the record of status referred to in item g) above and the personal
information provided by Directors, as established in Article 25 of these Rules.

n) Requesting, as necessary, the inclusion of items on the agenda of Board meetings,
under the conditions and by the deadlines established in Article 34.3 of these Rules.
The Appointments and Remuneration Committee should consult with the Chairperson
and Chief Executive, especially on matters relating to Executive Directors and Senior
Executives.

The Appointments and Remuneration Committee will regulate its own functioning pursuant to
the Bylaws and these Rules.

The Appointments and Remuneration Committee will have access to all of the documentation
and information needed to perform its functions. The members of the Appointments and
Remuneration Committee may be assisted during their meetings by up to two (2) advisors per
Committee member, as required. Such advisors may attend meetings but not vote, and the
provisions of Article 27 of these Rules will apply to them.

The Committee will meet as often as determined, at least once per quarter, and whenever
convened by the Chairperson or requested by two Committee members. On a yearly basis,
the Committee will draft an action plan for the coming year which it will submit to the Board
of Directors as well as a report on the activities it has performed during the year, which will be
used as the grounds for the assessment that the Board of Directors will carry out.

In the absence or if attendance is impossible of the Chairperson of the Appointments and
Remuneration Committee, or if the position becomes vacant, the Committee may be convened
by the longest-standing member or, if there is equal seniority between members, by the oldest
one. In the event of legal persons, the age of the individual representing them will be taken into
account.

Discussions will be directed by the Chairperson, who will give the floor to the attendants
wishing to speak.

10. In the absence or if attendance is impossible of the Chairperson of the Appointments and

Remuneration Committee, or if the position becomes vacant, his/her functions will be
performed by the member chosen for such purpose by a majority of those attending the
meeting.

During the year 2015, and according to the evaluation report issued at its meeting on 19 January
2016, this Committee carried out the following salient action:

Evaluating the skills, knowledge and experience on the Board, defining the duties and
capabilities required of the candidates to fill each vacancy, and deciding the time and dedication
necessary for them to properly perform their duties.

Advising on the proposals for appointment and re-election of Directors and members of the
Board of Director Committees, as well as on the proposals of natural persons representing
Directors.

Overseeing compliance with the remuneration policy established by the Group, proposing to
the Board of Directors the remuneration policy for directors and senior executives, as well as
the basic conditions of senior executive contracts.

Approving the contents of the documents called ‘Report of the Appointments and
Remuneration Committee on the Chairwoman of the Board of Directors’ and ‘Report of the
Appointments and Remuneration Committee on the CEO’, so that the Board of Directors may
evaluate the performance of their functions during the year 2015, which is subject to the Board
of Directors so that it may carry out the assessment mentioned in Article 34.9 of the Rules of
the Board of Directors.

Approving the report on the functioning of the Appointments and Remuneration Committee
during the year 2015, as well as the report ratifying the current categories (proprietary,
independent or executive directors) of Board members.

Advising on the appointment of senior executives and other positions comprised within the first
three levels, as well as any others with a remuneration equal to or above 75,000 euros.

Approving the Report on the remuneration of the Board as per the bylaws for the year 2014.
Advising on the fundamental aspects of FCC Group’s general wage policy for the year 2015.

Informing the Board of Directors in advance of all the matters provided in the Law, the Bylaws
and these Rules of the Board, particularly on transactions with related parties.
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APPOINTMENTS COMMITTEE (NOT APPLICABLE)

Name Position Current status

Pct. of Proprietary Directors
Pct. of Independent Directors
Pct. of other External Directors

Explain the functions that his Committee has, describe the procedures and its rules of
organisation and functioning. Summarise the most important activities during the year.

REMUNERATIONS COMMITTEE (NOT APPLICABLE)

Name Position Current status

Pct. of Proprietary Directors
Pct. of Independent Directors
Pct. of other External Directors

Explain the functions that his Committee has, describe the procedures and its rules of
organisation and functioning. Summarise the most important activities during the year.
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C.2.2 Fill in the table below on the number of female Directors on the Board
Committees during the last four years:

13

Number of Female Directors

FY t FY t-1 FY t-2 FY t-3
Pct. (No.) Pct. (No.) Pct. (No.) Pct. (No.)
Executive Committee 25% (1) 50% (2) 29% (2) 33% (2)
Audit Committee 20% (1) 50% (2) 40% (2) 40% (2)
Appointments and 25% (1) 37% (3) 30% (3) 33% (3)

Remunerations Committee

C.2.3 Atrticle revoked.

C.2.4 Article revoked.

C.2.5 Indicate, as the case may be, whether the Board Committees are regulated,
where the regulations are available to be queried, and any amendments made
during the year. Also, indicate if an annual report on each Committee's activities
has been drafted voluntarily.

e The Rules of the FCC Board (Chapter IX. Board Committees).
* Report issued by the Board of Directors at its meeting of 19 January 2016 on the
quality and efficiency of its functioning and that of its Committees during the year

2015.

C.2.6 Article revoked.
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D. Related Pa rtg and lntra'GFOUp Tl-ansa CtionS D.3 Describe those transactions that are significant due to the amount or subject-

matter thereof between the Company or group entities and the Directors or

D.1 Explain, as the case may be, the procedure for approval of related party and intra- executives of the Company:

group transactions.

Name or company Name or company Amount
name of the Directors name of the Nature of the (thousand
Procedure for informing on the approval of related-party transactions or executives related party Relation transaction euros)

Article 24 of the Rules of the FCC board state: - - - - —

Transactions with significant shareholders

“1. The Board of Directors shall approve, on the basis of a prior report by the Appointments D.4  Report the significant transactions made by the company with other entities

and Remuneration Committee, any transactions by the Company or companies in its group belonging to the same group, provided they are not eliminated in the preparation
with shareholders who, individually or together with others, hold a significant stake, including of the consolidated accounts and they are not part of the ordinary course of
shareholders represented on the Board of Directors of the Company or of other Group business of the company as to their purpose and conditions.

companies or with persons related to them or their Directors. Directors who represent or
who are related to affected shareholders must refrain from taking part in the discussions and

) i ) In any event, any intra-group transactions with entities established in countries or
voting on the resolution at issue.

territories deemed to be tax havens must be reported:
2. Only transactions simultaneously meeting the three characteristics stated under section 6 of
the preceding article, in respect of the transactions between the Company and its Directors

or the persons related thereto, will be excepted from this approval requirement.” Diemeifoilon @iz

Name of group entity transaction Amount: (thousand euros)

D.2 Describe those transactions that are significant due to the amount or
subject-matter thereof between the Company or group entities and the
Company’s significant shareholders:

Note:

There are many transactions between Group companies in the ordinary course of their business
which are eliminated in the process of drawing up the consolidated financial statements.

Name or
company hame
of related Name of group Amount D.5 Indicate the amount of the transactions with related parties.
significant company or entity Nature of Type of (thousand
shareholder in its group relationship transaction euros)
Control FCC CO Comercial Collaboration Not applicable
Empresarial de contracts
Capitales, S.A.

de C.V.
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D.6

Describe the mechanisms established to detect, determine and resolve possible
conflicts of interest between the Company and/or the group and its Directors,
executives or significant shareholders.

Article 23 of the Rules of the Board of Directors states:

“Confilicts of interest

Within the scope of the duty of avoiding situations of conflicts of interest stated in
section 2.e) of the preceding article, Directors must refrain from:

a. Carrying out transactions with the Company or companies in its Group, unless
they are ordinary transactions done on an arm’s length basis and of low
relevance, understanding as such those that do not need to be reported in order
to give a true and fair view of the state of affairs, financial position and results of
the Company.

b. Using the name of the Company or invoking their director status to unduly
influence the performance of private transactions.

c. Using corporate assets, including confidential information of the Company,
for private purposes.

d. Taking advantage of the Company’s business opportunities.

e. Obtaining benefits or remuneration from third parties outside the Company or its
Group in connection with the performance of his/her office, except where those
benefits are merely a matter of courtesy.

f.  Performing activities for their own account or on behalf of third parties which
entail effective competition, whether actually or potentially, with the Company,
or which in any other way may place them in a situation of permanent conflict of
interests with the Company.

w
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The above provisions shall also apply in the event the beneficiary of the prohibited
acts or activities is a person related to the Director.

In any event, Directors must report to the Board of Directors, via the Corporate
Responsibility Department or any other replacing it, with reasonable notice, any
Situation of direct or indirect confiict that they or the persons related to them might
have with the interests of the Company or the companies included in FCC Group
or its related companies.

The Company may dispense from the prohibitions included in this article in individual
cases where it authorises the performance by a director or a related party of certain
transactions with the Company, the use of certain corporate assets, the use of a
specific business opportunity, or the obtainment of a benefit or remuneration from a
third party.

The authorisation must necessarily be approved by the General Meeting when the
object is the dispensation from the prohibition of obtaining a benefit or remuneration
from third parties, when it affects a transaction whose value exceeds ten percent
(10%) of the corporate assets or has to do with the obligation of not competing with
the Company. In the latter case, dispensation will only be provided where no harm is
expected for the Company or that which is expected is offset by the benefits that are
due to be obtained from the dispensation, by way of an express, separate resolution
of the General Meeting.
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6. In all other cases affecting the prohibitions included in this article, the authorisation D.7 Is more than one Group company listed in Spain?

may also be granted by the Board of Directors, following a favourable report of the
Appointments and Remuneration Committee, provided that there are guarantees

as to the independence of the directors granting the authorisation from the director
being dispensed or the affected related party. It will also be necessary to ensure that
the authorised transaction is harmless for the corporate assets or, as the case may
be, that it is done on an arm’s length basis and that the process is transparent. The

Yes No []

Identify the subsidiaries that are listed in Spain:

affected directors or those representing or related to the affected shareholders must Listed subsidiaries

refrain from taking part in the discussions and voting on the agreement in question. CEMENTOS PORTLAND VALDERRIVAS S.A.

Only transactions that simultaneously meet the following three (3) characteristics

will be eXC?pted from fh? obligation of being authorised by the Board of Directors Has a public definition been established describing precisely the respective business
referred to in the preceding paragraph: relationships between the parent company and the listed subsidiary, and between the

a) they are governed by standard form agreements applied on an across-the-board listed subsidiary and other group companies?

basis to a large number of clients;

b) they are performed at market prices or rates generally set by the person acting Yes [] No
as supplier of the goods or services in question; and
c) their amount is no more than 1% of the Company's annual revenues. Define any business relationships between the parent company and the listed subsidiary,

and between the listed subsidiary and other group companies
7. In any event, situations of conflict of interest between Directors shall be included in _

the Annual Corporate Governance Report according to the terms established by law.

8. For the purpose of the provision herein, related parties will be deemed to be those |dentify the mechanisms in place to resolve possible conflicts of interest between the
included in the Capital Companies Act.” listed subsidiary and other group companies:

Mechanisms for resolving conflicts of interest
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E.1

Risk Control Systems

Explain the scope of the Company’s Risk Management System, including those of
a fiscal nature.

FCC Group is currently in the midst of implementing an Integrated Risk Management Model,
which began in 2014 and is gradually being extended, that when in full operation will significantly
enhance the mitigation of impacts that might lead to deviations and non-compliance with its
financial and business strategy. This model will allow the Group to anticipate the materialisation
of the possible risks to which its business is exposed, by operating in different geographic
areas, activities and legal environments which in turn entail different risk levels suited to the
activities in which it carries out its operations.

During 2015, the Risk Management Department prepared and submitted a new set of
regulations related to FCC Group’s Governance, Risk and Regulatory Compliance to the

Audit and Control Committee. Among other documents, these regulations include the Risk
Management Policy and System, which will foreseeably be approved by the Group’s Board of
Directors during 2016, furthering the implementation of the risk control and management model.

The Risk Management regulations are meant to implement, develop and continuously improve
a common working structure or framework, with the goal of integrating the risk management
process within Corporate Governance in relation to organisation, planning and strategy,
management, reporting processes, policies, values and culture:

— Integrating the risk-opportunity vision in FCC Group’s management, by defining the strategy
and the risk appetite, as well as incorporating this to strategic and operational decisions.

— Separating functions, at an operational level, between risk management and risk taking areas
and the areas responsible for analysing, controlling and supervising risks, guaranteeing adequate
levels of independence.

— Transparently reporting the Group risks and the functioning of the control systems developed
by the Board of Directors, maintaining the adequate channels to favour that communication.

— Supervising the implementation of suitable action plans for hedging risks.

— Acting at all times pursuant to the Law and the Company’s Corporate Governance system and,
particularly, according to the values and standards of behaviour stated in the Code of Ethics and
under the ‘zero tolerance’ principle in relation to unlawful acts and situations of fraud.
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— Supervising suitable compliance with the Rules of Corporate Governance established by
FCC Group, through its corporate governance system, in turn guaranteeing the updating
and permanent improvement of that system within the framework of the best international
transparency and governance practice, in this way allowing the monitoring and measurement
of that compliance.

Financial
Statements

Corporate
Governance

This Risk Management Policy determines a risk control and management model based on three
levels of risk management. The first and second risk management levels are within the business
unit itself, which as part of its activity gives rise to risk exposure within FCC Group.

The first risk management level is carried out by the business unit's operating lines, which are
responsible for managing, monitoring and adequately reporting the risk that is generated, which
must be adjusted to the authorised risk appetite and risk ceilings. To meet this function, this first
risk management level must have the means to identify, measure, manage and report the risks that
are adequately assumed. Below are some of the first level activities related to Risk Management:

¢ Drafting of Risk Materialisation Reports every four months.

e Assuming executive functions in the assurance of vertical or individual risks in projects or the
response thereto.

* Assuming responsibilities in its management of vertical or individual risks in projects.
* Implementing responses to risks on behalf of Management.

The second internal control level is made up by support, risk control and supervision teams
within the business unit. This second level oversees the effective control or risks and ensures that
these are managed according to the defined risk appetite level. Below are some of the second
level activities related to risk management:

e Drafting of the initial Risk Map at the time of bidding for a new project.

¢ Monitoring the Risk Materialisation Reports exceeding the materiality allocated to each business
unit.

* Aggregate analysis of the risk assumption level of each business unit at every given moment
to ensure that the risk level accepted and approved by the Board of Directors is not exceeded.

* Making decisions on handling risks.

* Assuming executive functions in the assurance of crossover risks or those applying to the entire
business unit or the response thereto.

¢ Assuming responsibilities regarding own management of crossover risks or those applying to the
entire business unit.
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The third risk management level includes the corporate functions located outside the business
unit and hence independent from it. The most relevant corporate function in the risk management
process is performed by the Internal Audit and Risk Management Department, which reports
directly to the Audit Committee and assumed two distinct functions: the risk management function
and the internal audit function.

The risk management function is responsible for carrying out the adequate coordination of the
entire risk control and management process, reporting any incidents found and centralising and
transmitting the best practice in this area. Below are some of the activities performed by the risk
management function in the third level of Internal Control:

¢ Developing the risk management strategy so that it may be approved by the Board.
® Proposing the accepted risk level to the Board for approval.

¢ |eading the implementation of the Risk Management System.

¢ Assisting in the identification and evaluation of risks.

* Advising Management in the treatment of identified risks.

e Collaborating in the coordination of risk management.

e Collaborating in the implementation and maintenance of the framework for the business risk
management and policy, supporting the Board through the Audit Committee.

e Preparing aggregate risk analyses and reports.

e Coordinating the risk management activities, ensuring that there are homogeneous criteria in
each business unit.

¢ Providing assurance in respect of the risk management processes and the correct evaluation
thereof.

¢ Evaluating the preparation of key risk reports by the business unit and reviewing the
management thereof.

¢ Providing assurance in respect of the correct evaluation of key risks.

Subsequently, the internal audit function, as the last line of defence and acting as the last layer of
control, evaluates from time to time the compliance with policies and procedures and checks that
they are effectively implemented. Below are some of the activities of the third internal control level
that are carried out by the internal audit function:

* Reviewing compliance with the risk management process.
¢ Reviewing the management of key risks.

¢ Reviewing the effectiveness, efficacy and efficiency of the controls.

Executive

®© 00

e Evaluating the risk management processes, including the supervision of controls and procedures.

¢ Evaluating from time to time and independently the effective performance of the activities
entrusted to the risk management function.

¢ Keeping the compliance function informed of any circumstances found within the internal audit
function with regulatory implications.

The three lines of defence are sufficiently separate and independent so as not to jeopardise the
effectiveness of the general approach and they act in coordination in order to maximise their
efficiency and boost their effectiveness. To this end, within each specific function at each level there
should be the sufficient and necessary independence to allow the adequate functioning of the
Corporate Governance System for Risk Management.

Above the lines of defence, the Board committees and the executive risk committees both in the
corporation and in the business units take care of the suitable management and control of risks
from the highest levels of the organisation.

These risk maps take stock of the identification of the main risks of the business areas, together
with the controls established by Management to mitigate the effect of said risks and the
assessment, in terms of likelihood of occurrence and their impact on the financial statements, of
the area being analysed. Therefore, with support from the risk managers in the different business
areas, the Group’s Management is being guided in a process of redefining and improving those
risks, including the risks related to financial reporting and the preparation of those reports, both
in terms of the definition and the allocation of responsibilities in risk management in the field of
operations and in the preparation of procedures and methods, which include:

— |dentifying the key risks for FCC Group according to the potential threat they represent for
achieving the objectives of the organisation.

— Evaluating risks. The risk evaluation scales are defined in terms of the potential impact they could
have if they were to materialise and the likelihood that they will occur.

— ldentifying the key control activities to mitigate those risks.
— Identifying the risk holders.

— Allocating control responsibilities.

— Establishing key risk indicators.

— From time to time, the management of each business area analyses, together with the Risk
Management Department, what risks have materialised in each of the Group areas, reporting it to
the Audit and Control Committee.
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Additionally, and once the model has been fully implemented, for risks exceeding the accepted risk
level for each of the sectors of activity, the necessary action plans are established with the possible
corrective measures to ensure their critical levels fall within the accepted risk level. These action
plans include the necessary actions to reinforce existing controls and they may even incorporate
new controls.

Furthermore, each business unit fills in the Risk Materialisation Report (RMR), identifying the
different types of risks that have materialised including:

— Identification and description of the risk that has materialised.
— Reason and cause of the materialisation of risks.

— Economic impact that has materialised, been incurred or accrued, the effect of which has already
been recorded on the organisation’s financial statements and regarding which Management
cannot do too much.

— Economic impact that has materialised and is yet to be incurred or accrued, where the effect
on the Group’s financial statements may be mitigated by the business area Management or by
establishing specific action plans. Said impacts are identified as deviations from the strategic
plan in the planning tools of each one of the business areas.

— Control activities.

— I|dentification of failed controls.

— Risk materialisation indicators.

— Risk holders or people responsible for risks.

The risk materialisation reports are received and analysed by the General Internal Auditing and

Risk Management Department, after which it will provide the necessary guidelines in relation to the
COSO methodology, with the goal of collaborating with Management and carrying out the pertinent
action. At present, the Group’s General Internal Auditing and Risk Management is guiding the
business units in the suitable identification of existing control activities under COSO, as well as in
the identification of the most effective risk materialisation indicators.

During 2015, as a continuation of the work done in 2014 and in keeping with the contents of the
above-mentioned regulatory documents, there has been partial risk management in each of the
business areas via:

e The identification of key risks for FCC Group based on their potential threat to achieving the
organisation's objectives, at the level of each of the business areas.

¢ Risk evaluation. The risk evaluation scales are defined in terms of the potential impact they could
have if they were to materialise and the likelihood that they will occur.

¢ The identification of the controls and procedures to mitigate the economic impact of the risks
and the likelihood of their occurrence.

* The identification of the specific control activities to mitigate the economic impact of the risks and
the likelihood of their occurrence.

e The identification of risk indicators making up a warning system, detecting signs of the exposure
to and materialisation of risks, warning when a situation arises and enabling the adoption of
preventive measures before the materialisation of the risk.

¢ The identification of a proprietor for each of the identified risks, as the first person in charge of
keeping the suitable level of internal control.

In addition, with the goal of ensuring compliance with the best practice available in the field (COSO),
FCC Group’s Internal Audit and Risk Management Department has supervised the work performed
by the different business areas in the stages of the implementation process of the model related

to risk identification and evaluation, as well as to the suitable identification of the existing control
activities and the identification of the most effective risk materialisation indicators.

During 2016, and within the above-mentioned regulatory framework, progress will continue in the
procedure of implementing the model. For risks exceeding the Accepted Risk for each sector of
activity, the necessary action plans will be established with corrective measures to keep their critical
levels within the accepted risk area. These action plans will include the necessary measures to
reinforce existing controls and may even incorporate new risk controls. Work will likewise be done
towards identifying control performance indicators.

Additionally, work will be done to update the specific procedures to carry out the risk management
in each of the business areas, so as to ensure both their compliance with the model and their active
involvement in any decision-making process within the organisation.

FCC Group’s global risk management system, following the best business practice in this field and
applying the COSO method, has categorised risks as follows:

e Strategic. These are the risks that are considered key for the Group and hence they must
be managed on a proactive and priority basis. Should these risks materialise, they seriously
jeopardise the achievement of strategic goals.

e Operating. These risks are related to operations management and the value chain of each one
of the business areas and the protection of assets in the case of possible losses.

e Compliance. These are risks affecting internal or external regulatory compliance.

¢ Financial. Risks associated with the financial markets and with the generation and management
of cash.

¢ Information or reporting. These refer to internal and external financial and non-financial
information and comprise established aspects of reliability, opportunity and transparency.
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E.2

Given the singularity of the reporting risks and how important it is for FCC Group to adequately
control this type of risks, in 2015 work began towards treating this as an independent category,
with reference to risks associated to the reliability of the financial information generated in business,
which is consolidated at the parent of FCC Group. These risks include those related to the
generation of information and those related to the management of that information throughout the
organisation. Thus far, reporting risks were included in the category of operating and strategic risks.

Identify the company bodies in charge of drawing up and executing the Risk
Management System, including fiscal risks:

¢ Executive Committee

As set out in Article 36 of the Rules of the Board of Directors of FCC, S.A, the Board may
permanently delegate to the Executive Committee all of the powers pertaining to the former,
except those which are reserved to the Board by the Law, the Bylaws or the Rules of the Board
of Directors. Like the plenary Board, the Committee ensures that FCC Group’s organisation
structure, planning systems and management processes are designed to deal effectively with the
different risks to which FCC Group’s business is exposed.

¢ Audit and Control Committee

In relation to compliance with Article 529 of Act 31/2014, of 3 December, amending the
Capital Companies Act for the improvement of corporate governance, the Rules of the Board
of Directors have been adapted to the new legal requirements, the latest version having been
approved by the Board on 7 October 2015.

Also, in compliance with Articles 529 terdecies and 529 quaterdecies of that same Act, the name
of the Audit Committee is changed (translator’s note: the change has no relevance as far as the
translation is concerned).

According to Article 37 of the Rules of the Board, and as established in the new Unified Code

of Governance of Listed Companies, updated in February 2015, in recommendation 53, and

in recommendations 39 to 46.a) and principles 20 and 21, the main function of the Audit and
Control Committee is to support the Board of Directors in its general surveillance and monitoring
functions, particularly as regards the risk control and management policy, monitoring the risk
maps and the action plans needed to mitigate the most relevant risks that have been identified,
and last of all it must supervise the Company’s internal auditing services.

¢ Management Committee

There is a Management Committee for each business unit.

E.3
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Response Committee

This Committee is in charge of supervising the adequate functioning of the Whistleblowing
Channel, assessing possible improvements of the controls and systems established in the
Company, processing communications in order to solve them, encouraging knowledge of the
Code of Ethics and regularly drawing up reports on the level of compliance therewith.

Risk Committee of each one of the business areas

Currently, the risk Committees are included in the Committees held by each of the business
areas, and it will become fully operational when the implementation of the Comprehensive Risk
Management Model process is finished.

During 2016 the relaunch of the risk committees of the business areas is envisaged.

Point out the main risks, including fiscal risks, that may affect the achieving
the business obijectives.

Strategic risks

a) FCC Group’s substantial borrowing could negatively affect its financial situation

(i) FCC Group’s borrowings

FCC Group has substantial borrowings, fundamentally as a result of the financing agreements
and other additional financing arrangements. Said borrowings could increase due to a number
of reasons, including fluctuations in operating profit or loss, capital expenditure, working capital
requirements and potential acquisitions or temporary trade associations.

FCC Group’s financing agreements include financial ratios and other restrictive covenants
that limit its capacity to carry out activities that might benefit its long-term interests, to pay
dividends or to invest in new projects. If FCC Group does not comply with those covenants
or does not meet its debt service obligations, it could incur in a breach of its financing
agreements. Said breach, if it is not remedied or dispensed, could lead to an accelerated
repayment of all the debt under the corresponding financing agreement. Under certain
circumstances, should an event of breach occur, the debt under the financing agreement
that entered into force in June 2014 may partially be converted into new FCC shares. On

21 November 2014, FCC Group entered into a binding agreement, the ‘New Restructuring
Framework Agreement’, with creditor entities representing 86.5% of the Financing Agreement
and other existing debt. This agreement was implemented by the Court in January 2015 and
was challenged by three financial lenders, although it is considered that the likelihood of a final
court order contrary to the Group’s interests is remote.
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On the other hand, FCC Group’s financing agreements include obligatory clauses establishing
the full early repayment that might be triggered by certain events, for instance, among others,
a change of control. They also include obligatory clauses establishing partial early repayment.
Pursuant to said clauses, the funds originating from certain capital increases and insurance
indemnities, as well as from cash flow surpluses, must be used for the early repayment of
FCC Group’s financial debt.

Also, FCC Group has recorded liabilities as a consequence of the payment deferrals granted
by Spanish tax authorities for Value Added Tax and Corporate Income Tax, as well as deferrals
of Social Security contributions, corresponding to withholding taxes for personnel work. Non-
compliance with the agreed payment schedule could entail financial losses for FCC Group.

If FCC Group does not have enough cash to pay its debt, meet all the obligations arising
therefrom and fulfil other liquidity needs, it might need to carry out action such as reducing

or delaying capital investment, selling assets, restructuring or refinancing all or part of the
existing debt, seeking additional own capital or missing business opportunities. FCC Group
cannot guarantee that it will be capable of carrying out these measures in the future, including
the relevant dispensations by the creditor entities under the financing agreements, under
reasonable terms or otherwise.

On the other hand, it should be noted that FCC’s financing agreement has restrictions on
certain types of fund transfers by the parties obliged under the agreement.

FCC Group’s project finance agreements likewise establish limitations on the use and transfer
of funds as long as the debt service has not been fulfilled and as long as certain undertakings
under those agreements have not been met.

(ii) Characteristics of Cementos Portland Valderrivas Group’s borrowings

As part of FCC Group’s debt mentioned above, Cementos Portland Valderrivas, S.A. must
comply with a number of financial ratios by virtue of the syndicated refinancing agreement
entered into on 31 July 2012 (the “CPV Refinancing Agreement”). These ratios are based on the
costs of the consolidated Cementos Portland Valderrivas subgroup (excluding the Giant Cement
Holding, Inc. subgroup) and they are co-related to its net financial debt level and its net financial
expenditure in respect of EBITDA, as well as to its CAPEX ceiling.

Notwithstanding the ‘without recourse to FCC’ nature of Cementos Portland Valderrivas
subgroup’s debt, as party to Cementos Portland Valderrivas, S.A.’s syndicated refinancing
agreement, FCC entered into an agreement called “CPV Support Agreement,” whereby it was
agreed that FCC would contribute up to a maximum of 200 million euros to CPV if certain
events occurred in relation to CPV’s minimum EBITDA obligations.

Since CPV has not complied with the EBITDA levels provided in the “CPV Support Agreement,”
FCC is liable since 10 October 2014 for the payment of up to 200 million euros to CPV pursuant
to the above-mentioned CPV Support Agreement, although said payment has been deferred
and it is governed by the same terms and conditions of FCC Group’s refinancing agreement.

Besides the situation of the CPV Refinancing Agreement, on 5 February 2015 FCC made a
voluntary early repayment of the outstanding debt under the syndicated loan. The payment
was made with a favourable resolution of the group of entities financing Cementos Portland
Valderrivas, S.A., representing over 75% of the outstanding debt amount. With this payment,
CPV met the capital repayment commitments of its debt principal for the entire year 2015.

As a consequence of the non-fulfilment of the ratios as of 31 December 2015, on 4 December
2015 the Company requested and obtained an affirmative reply from financial entities
representing 42.1% of the outstanding balance, [allowing it] to keep in suspense the right to
call for the early repayment of the financing agreement exclusively as a consequence of the
non-fulfiment of the financial ratios.

(iii) Lenders may seek the early repayment of the debt

Some of FCC'’s lenders could interpret that the terms of the New Restructuring Framework
Agreement or that the fact that FCC has been subject to an event of obligatory winding-up might
give rise to a breach of contract or to an early repayment, according to the terms and conditions
of some of the agreements regulating part of FCC'’s existing debt. As a consequence, they could
try to instigate the early maturity of the debt involved.

Bondholders are not affected by the New Restructuring Framework Agreement and the
corresponding Court approval thereof. Notwithstanding the foregoing, a group of holders

of convertible bonds in January 2015 brought legal action at English Courts, requesting a
declaration that the above-mentioned New Restructuring Framework Agreement and the
corresponding Court approval represent a general financial restructuring process which, pursuant
to the terms and conditions of issuance of said convertible bonds allows the holders to request
from FCC the early repayment of their debt individually.

In April 2015, the English judge passed judgment acknowledging the right of bondholders to
request from FCC said partial early repayment individually. In order for the early full repayment

of the issue to take place, it would be necessary that bondholders representing at least 5% of
the nominal balance outstanding ask for a Bondholder Assembly to be called where they, by
absolute majority of the nominal balance of bondholders present or represented at the assembly
(subject to there being a quorum) resolve said early full repayment. FCC is not aware of any
bondholders having sought such an assembly or requested the individual maturity of convertible
bonds, not even the bondholders who brought the action in the United Kingdom.
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This Court judgment was appealed by FCC Group, which was authorised by the Court of
Appeals to appeal, and the outcome is pending. Notwithstanding the foregoing, the plaintiffs
could try to execute the judgment provisionally.

Said judgment, once it is firm or executed provisionally, could be resorted to by FCC lenders
that are party to the FCC Financing Agreement as an event of early maturity of the credit due
to cross breach. However, in order for said early maturity to go ahead it would have to be
approved expressly by a majority of at least 66.67% of the lenders.

FCC Group considers that the judgment passed by the English judge regarding the convertible
bonds has no impact whatsoever on the approval process, because it is a circumstance
affecting debt outside the New Restructuring Framework Agreement, unrelated to the possible
reasons for challenging said Court approval process.

FCC Group is exposed to risks in the execution of its disinvestments

With the goal of reinforcing its position in its strategic activities and improving its results and
financial situation, in 2013 the Board of Directors of FCC decided, among other actions, to divest
from certain activities and assets that were not strategically important or in which it did not have
a controlling position. Accordingly, in November 2015 Cemusa was sold and an agreement was
signed for the sale of Globalvia.

FCC Group might not be able to complete the remaining divestments within the scheduled terms
and, also, the divestments that have already been started might not reap the economic results
that FCC Group expects to obtain, and the scheduled divestments might not even be executed
in the end. It is also necessary to take into account that the contracts documenting said
divestments normally include guarantees and obligations to indemnify the buyer in respect of the
contingencies identified by the latter regarding the business the object of the divestment. Should
said contingencies materialise, FCC Group could be liable for the payment of significant amounts
by virtue of the above-mentioned guarantees and indemnities agreed to with the buyer.

FCC Group’s current and future financing agreements might restrict its capacity to carry out
future divestments or might impose requirements on the use of the revenues obtained from those
divestments; also, FCC Group may not be able to obtain the necessary consent in respect of the
contractual restrictions prohibiting the projected disinvestment.

c) Adjustments due to impairment and provisions could have a significant negative effect on

FCC Group’s business and finances

FCC Group has recorded significant goodwill, concessions and other intangible assets on its
balance sheet. FCC cannot assure that the Group will not incur losses/adjustments due to
impairment of said intangible assets or other Group property, plant and equipment. Should this
occur, it could have a significant negative effect on FCC Group’s business and finances. For
instance, a reduction of the revenues expected in the Construction Area, as a consequence of
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the difficult market conditions in Spain which remain in place, could oblige FCC Group to record
further impairments.
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A significant impairment of the cash flows supporting FCC Group’ goodwill would have a
negative impact on FCC Group’s income statement, by recognising impairment adjustments
in the corresponding goodwill, and on its balance sheet and equity, due to the subsequent
reduction of the corresponding book values. This in turn could have other indirect negative
effects, such as the difficulty in complying with the existing commitments under the financing
agreements, or the non-renewal thereof or the non-obtainment of new financing.

Risks related to the Court approval, as well as to the breach and early repayment of
certain debt

FCC Group has requested that certain agreements provided in the New Restructuring
Framework Agreement, particularly releases from debt, margin reductions, payment deferrals,
including the potential extension of the duration of Tranche B in the event of non-conversion,
be imposed upon the dissenting creditor entities via the court approval of the agreement. This
request met with a favourable decision by the relevant judge of the Commercial Court, although
it was subsequently challenged by three of the dissenting lenders. If the challenging of said
Court approval is accepted, this would not prevent the validity and application of the New
Restructuring Framework Agreement to the lender entities that favoured it, as expressly stated
in that New Restructuring Framework Agreement.

A Court decision accepting the challenge in respect of the extension of effects resulting from
the Court order of approval should only bear effects for the challenging lenders, which in such
event would be released from the effects of the New Restructuring Framework Agreement.
Notwithstanding the foregoing, it cannot be ruled out that a decision accepting the challenging
of the extension of effects resulting from the order of approval may also have effects favouring
the non-challenging dissenting lenders, and hence that the effects of the New Restructuring
Framework Agreement not be applied to them either.

FCC Group is exposed to risks in relation to deferred tax assets

In principle, the cumulative losses incurred by FCC Group in prior years may be used to offset
future profits subject to taxation. These deferred tax assets show the amount of the tax losses
that FCC Group expects to be able to use, as well as the deferred tax assets that it expects to
recover in the future. A change of FCC’s expectations on its capacity to use deferred tax assets
in the future (whether because of a change in the rule such as to eliminate or limit the right to
offset deferred tax assets or a change in FCC Group’s strategic plans or in its expected future
profits) may cause an impairment of the value of those assets, which could negatively affect the
results of FCC'’s operations.
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The tax reform in Spain affecting Corporate Income Tax reduces the general tax rate applying in
Spain from 30% to 28% in 2015, and to 25% as from the year 2016. Although this reduction of
the tax rate might have a positive financial impact on the Group in the medium to long term, it
will represent a reduction of the deferred tax assets and liabilities corresponding to the activities
carried out in Spain and booked in the past, as well as of those booked in the future, and this
could have a negative impact on the Group’s equity level.

FCC Group’s working capital requirements are highly seasonal and require it to maintain
high liquidity levels

FCC Group’s cash requirements are very seasonal. Its cash requirements are higher in the
summer and they are lower in the fourth quarter, when FCC Group receives payments from
many of its public sector clients, particularly in November and December.

The only bilateral credit facilities available under the Financing Agreement that could be used to
provide FCC Group with working capital are factoring, leasing and confirming, and these will be
available only throughout the term of the Financing Agreement. The financing institutions that
are party to FCC'’s Financing Agreement have undertaken to maintain the leasing and confirming
facilities that were in place on the date when the FCC Financing Agreement was signed.

As long as the Financing Agreement is in force, FCC Group will be subject to limitations for
further borrowing. Thus, under certain circumstances, FCC Group may open up new credit
facilities provided that the new aggregate debt does not exceed a ceiling of 150 million euros.

On the other hand, the increase of seasonality in FCC Group’s business which cannot be
managed by extending the credit facilities or other sources of liquidity could have a negative
impact on FCC Group’s liquidity and on its capacity to meet its working capital requirements.

FCC Group is required to furnish performance bonds or similar instruments

In project-related business, FCC Group is required to furnish performance bonds or other similar
instruments to ensure the timely compliance with its contractual obligations. If FCC Group does
not manage to have those bonds granted by financial institutions under terms acceptable for its
clients, it cannot submit its bid to take part in a project or, as the case may be, it may have to
incur larger financial costs to obtain the necessary guarantees or bonds.

FCC Group cannot ensure that its cost control programme will yield the expected results

The cost control programme implemented by FCC Group as from 1 March 2013 affects
each and every one of its business areas and is based on the compliance with a number

of objectives including (i) staff cuts (both in operations and ancillary services personnel)

that significantly affect the Construction and Cement areas, with the object of adapting

said personnel to the current conditions of the Spanish market; (i) reorganisation of the
Environmental Services area (mainly outside Spain) and the Water area with the purpose of
simplifying the staff structure; (iii) implementation of new operating procedures to improve the
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efficiency of the contracts in the Environmental Services and Water areas; (iv) elimination of
non-profitable business in the Cement area; (v) reduction of the cost of facilities as a result
of staff relocation and less space used; (vi) other ad hoc measures.

These measures have led and may lead in the future to substantial cost restructuring.
FCC Group, however, cannot ensure that its cost savings programme will yield the expected
profits and returns.

The staff cuts that FCC Group has carried out to adapt to market demands may
negatively affect its business development

FCC Group has reduced its headcount as a result of the cost restructuring plan. Since 2013,
FCC Group has gradually reduced the number of its employees in order to meet current market
demands, adopting for such purpose several types of restructuring measures including the
collective redundancy measures in FCC Construccion, S.A. that ended on 30 June 2015.

However, the layoff or early retirement of staff could negatively affect the future development
of FCC Group’s business, including its capacity to take advantage of new opportunities and
maintaining sufficient professional expertise to perform planned activities.

In this regard, FCC Group has developed, in the Spanish territory, a project for the
modernisation of the information and human resources management system, integrating all
the information in a single, unique global database for the whole Group, with the purpose of
supporting and facilitating that human resources management.

This project also includes an IT tool running under SAP, to design and implement the payrolls of
all FCC Group’s companies in Spain, thereby improving the security, quality and homogenisation
thereof.

FCC Group could come across difficulties for the implementation of its international
growth strategy

International business represents approximately 47% of the turnover of the FCC Construccion
Group and it is carried out mainly in European, North American and Latin American markets.
Since at present FCC Group generates over half of its revenues in Spain, it remains exposed to
a certain degree of concentration risk in respect of the Spanish economy.

One of the goals of FCC Group’s international diversification strategy, contemplated in its
Strategic Plan, is to mitigate that risk by reducing the scope of its exposure to one national
economy. Insofar as FCC Group is not capable of implementing its diversification strategy it will
not be able to reduce its exposure to the Spanish economy.

In addition, at the Shareholders’ Meeting of 25 June, FCC Group and Carlos Slim reached an
agreement for the joint execution, on a 50-50 basis, of big projects in the Americas except
Mexico, which is expected to boost the international growth strategy.
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k) FCC Group’s international operations imply additional risks; the exposure to said risks
will rise as its international operations grow

FCC Group expects to continue facing current and additional risks in international operations
in the various jurisdictions where it operates. These risks may include difficulties in terms of
managing personnel and the operations involved due to distance, time zones, language and
cultural differences, difficulty finding local partners, hiring and training new personnel that
speak the local language and with knowledge of the market, and difficulties for the correct
implementation of our internal control policy and procedures in all the countries in which we
operate. If FCC Group is unable to effectively mitigate or eliminate those risks, the results of its
operations could be materially and negatively affected.

1) The impairment of Spanish and global economic conditions could negatively affect
FCC Group’s business

FCC Group’s business returns have been closely linked in the past, and are expected to
continue to be so to a certain extent in the future, to the economic cycle of the countries,
regions and cities in which it operates. Normally, sound economic growth in the areas where
FCC Group operates leads to greater demand for its services and products, whereas slower
growth or a contraction of the economy reduces demand.

The global economy has been significantly impaired over the last few years as a result of a
severe financial and liquidity crisis. Said crisis has had a global impact, affecting both emerging
and western economies. The crisis has affected several markets in which FCC Group develops
a substantial part of its operations, including the Spanish market.

If the Spanish economy and that of other markets in which FCC Group operates stagnates or
even contracts, FCC Group’s business could be negatively affected as a consequence of the
delay or even abandonment of potential projects on the part of FCC Group’s clients, both in the
private and public sectors, as well as due to a reduction of construction activities and a fall in
the demand of construction materials. Also, for projects in which the infrastructures are owned
by public administrations but are administrated and exploited by FCC Group, the Group’s
operating costs could increase if said administrations do not make the necessary investments
for the adequate maintenance and renewal of the facilities. In periods of economic contraction,
the authorities are more than likely to be reluctant to incur these types of expenses.

m) FCC Group’s international operations could be affected due to economic, social and
political uncertainty

FCC Group carries out its activities in various jurisdictions and in the future it might expand its
activities to new countries.

If FCC Group decides to enter new markets, it could be difficult to identify and adequately
evaluate the risks present in each one of them until it gathers sufficient experience in each
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of these new markets. The revenues and fair value of FCC Group’s international affiliates, as well
as the dividends that may be generated through said affiliates, are exposed to the risks inherent
to the countries where they operate. The economies of these countries are in different stages of
political and socio-economic development. As a consequence, just like many other companies
with a significant number of international operations, FCC Group is exposed to various risks in
relation to business and investments outside its own jurisdiction. These risks may include:

¢ the influence of national governments on the economy;

e fluctuations in the growth of the local economy;

* high inflation;

e devaluation, depreciation or excess revaluation of local currencies;

e foreign exchange controls or restrictions for repatriating profits;

e a changing interest rate environment;

e changes in financial, economic and fiscal policies;

e political, legal, regulatory and macroeconomic instability; and

® in some regions, the possibility of social unrest, terrorist acts and war.

Operating risks

a) Public administrations may unilaterally modify or terminate certain contracts before

they are fully executed. The compensation for FCC Group in such cases might not be
sufficient to cover the damage caused, aside from the fact that it might be hard to collect
that compensation

In Spain, as a general rule, if a public administration that has granted a concession linked to
FCC Group’s main activity decides to terminate the concession or recover the control over

it prior to the end of the concession period, said public administration would be obliged to
compensate FCC Group for all the profits that FCC Group should have received until the end of
the corresponding concession period. However, in most of the concession agreements to which
FCC Group is party, in the above-mentioned cases it is only entitled to recover the costs actually
incurred or committed, the administration costs and the profits from the work completed up
until the termination of the concession agreement.

Depending on the jurisdiction and specific circumstances, the public administration may
unilaterally terminate its concession agreement with FCC Group without paying any
compensation and, particularly in Spain, FCC Group’s capacity to recover the profits is
conditional upon whether the event of termination may be attributed to FCC Group or otherwise.
Even when compensation is requested, it may be insufficient to cover the damages caused

to FCC and, in particular, the loss of profit as a result of the termination of the concession
agreement. If FCC Group is not capable of replacing the terminated agreements with others,

it could suffer a decline of revenues.
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Regardless of the nature and the amount of the compensation owed to FCC Group by
virtue of a concession agreement terminated by the corresponding public administration,
FCC Group might need to resort to legal action or arbitration proceedings to collect it, which
would increase its expenses and delay the collection of the amounts the Group is owed.

Additionally, during the life of a concession, the relevant public administration could
unilaterally impose restrictions or amendments of the rate agreed and imposed upon end
users.

The economic situation has entailed a decline of public administration tax revenues,
generating a reduction of the investment in sectors such as concessions or
infrastructures

The context of economic instability and financial crisis in Spain and in other countries has
entailed a decline in the fiscal revenues of public administrations, which in turn has entailed
a reduction of public expenditure in certain areas of activity, including in this respect the
concession, infrastructure and construction projects in which FCC Group operates.

Aside from general budgetary considerations, many of FCC Group’s clients, including the public
administrations, are continuously seeking cost savings and efficiency improvements. These

and other factors could lead to our clients reducing their budgets for expenditure in FCC Group
products and services, which would negatively affect FCC Group’s results and financial position.

Certain municipalities could decide to manage the services currently provided by
FCC Group

Urban services are affected by the decisions of current or future local governments. In certain
cases, said decisions could lead to the municipal management of the services that are currently
provided by private companies. In particular, in the case of FCC Group, municipal management
could affect the Environmental Services and Water business areas, depriving them of future
business.

FCC Group’s design and construction activities expose it to certain risks, including
economic loss and liability for third-party actions

In the Environmental Services, Water and Construction business areas, FCC Group develops
‘turnkey’ design-construction contracts that are remunerated based on a fixed price. The fact
that the price of a ‘turnkey’ contract may be revised can vary depending on the jurisdiction.
For instance, internationally the price of ‘turnkey’ contracts is not revised. On the other hand,
in Spain historically it has been possible to revise the terms of that type of contracts, although
over recent years there is increased resistance to review the terms of contracts. In many cases,
profits are conditional upon the compliance with the execution goals, such that the non-
attainment of those goals entails the imposition of contractual penalties.
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These kinds of contracts expose FCC Group to technical, operating and economic risks, and
FCC Group cannot ensure that the contractual measures adopted to mitigate these risks will
be effective. Also, FCC Group could have to face difficulties that are fully beyond its control, for
instance, the complexity of certain infrastructure, weather or economic risks or contingencies
in the construction, acquisition and orders of equipment and supplies of goods, or changes in
execution deadlines.

13

These kinds of contracts expose FCC Group to technical, operating and economic risks, and
FCC Group cannot ensure that the contractual measures adopted to mitigate these risks will
be effective. Also, FCC Group could have to face difficulties that are fully beyond its control, for
instance, the complexity of certain infrastructure, weather or economic risks or contingencies
in the construction, acquisition and orders of equipment and supplies of goods, or changes in
execution deadlines.

In some cases, FCC Group has to integrate existing information or studies provided by the client
into its project planning, even though they may be inexact or incorrect. Also, sometimes the
project requires the use of existing infrastructure with deficient operating characteristics. These
difficulties and risks may lead to non-compliance with the contractual performance indicators,
added expenses, loss of revenue or contractual penalties.

On the other hand, to execute its projects in all of its business areas, particularly in the Water
and Construction areas, FCC Group relies on subcontractors and suppliers and FCC Group
is generally entitled to make claims if they do not comply with their contracts. However, if a
subcontractor or supplier files for bankruptcy or unexpectedly ceases its activity, that non-
compliance could cause delays and subject FCC Group to relevant additional costs, which in
many cases could not be fully or partially recovered. The evaluation and selection process to
which FCC Group submits its potential subcontractors and suppliers might be inadequate for
identifying those with unacceptable risk levels.

Al of the foregoing could negatively affect FCC Group’s results and financial position.

FCC Group carries out its activities via long-term contracts that may diminish its capacity
to react rapidly and satisfactorily to new unfavourable financial situations

The initial circumstances or conditions in which FCC Group signs a contract may vary over time,
and said change may have a negative impact on FCC Group’s results and financial situation.
These changes vary in nature and might not be easy to predict. FCC Group cannot ensure

the effectiveness of certain contractual measures, such as price-indexing clauses, which may
be used to face those changes and restore the initial economic balance of the contract. As a
consequence, FCC Group may be unable to adapt the remuneration to be collected from those
contracts so that it may offset the changes in terms of costs or demand, regardless of whether
that remuneration consists of a price paid by the client or a fee imposed upon end users based
on an agreed scale.
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g) The decline in the acquisition of goods and services or the delay of projects, both in the
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Said limitations are worsened by the long-term nature of many of FCC Group’s contracts. In this

type of contracts, particularly in the case of public service management contracts, FCC Group
is obliged to ensure the continuation of service, without being able to unilaterally terminate a

contract even if considers that it yields no profits, and neither may it change its characteristics,
except in certain circumstances, in the event of an evident infringement or breach by the client.

In addition, the new De-indexation of the Spanish Economy Act has amended the system for
reviewing prices, rents and monetary securities with the purpose of more appropriately reflecting
market information in terms of costs and demand, reducing the effects of persisting inflation and
reducing possible price-competitiveness losses. This goal is sought by generally preventing the
prices of contracts tendered after 1 April 2015 to be revised according to the Consumer Price
Index (“CPI”), which could have a negative impact on FCC Group’s business, especially in the
Environmental Services Area if every Town Council is free to interpret how to apply the law.

On the other hand, in a negative CPI environment such as the present one there may be
negative price revisions that would bring down turnover and hence the profitability of certain
contracts tendered before 1 April 2015 or the prices of which are revised according to the CPI.

FCC Group’s payment capacity is related to the payment capacity if its clients

FCC Group’s liquidity risk is mainly attributed to its receivables and is therefore related to the
Group’s exposure to its clients’ credit risk. In this connection, the most relevant risk is that not
enough income is generated to be able to meet its payments. This collection risk may in turn
be divided into two classes, according to client type: (i) collections from public administrations,
mainly in the Environmental Services business area; and (i) collections from industrial and
commercial clients. The risk in relation to public administration clients is mainly that of delayed
payments, which may hamper the Group’s liquidity. FCC Group cannot ensure that public
administrations will continue or increase any type of stimulus packages or that the Spanish
government will eliminate or reduce any measures currently in force. However, if the Spanish
economy contracts again, there could be a new increase of the payment period for public
administrations. On the other hand, the risk with commercial clients is that of delayed payments
and, in extreme cases, that they may become insolvent before FCC Group has been able to
collect all the amounts owed by that client at the time. Also, expense reductions carried out by
FCC Group clients, the fact that fewer construction projects are performed and an increased
risk of clients’ insolvency are other examples of general risks that FCC Group may experience.

To manage said risk, FCC Group has adopted a number of measures, but it cannot ensure that
the measures adopted are the most suitable to protect itself against the possible risks related

to trade debts, or that said measures will be able to effectively mitigate the adverse effects of
those risks. If clients do not pay the amounts that FCC Group is counting on to meet its financial
obligations, or if the payment thereof is delayed, FCC Group would have to find an alternative
source of financing. And if it cannot find it, FCC Group would be exposed to the risk of not
meeting its payment obligations, which could affect its financial situation.
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public and the private sector, may negatively affect FCC Group’s results

Current economic conditions have led to a decline in acquisitions of goods and services by
public administrations and companies in the private sector. Some of the latter could decide
to halt the projects that are currently under development due to the lack of funds, or delay
or abandon studies of potential projects until more favourable investment conditions arrive.
Although the normal procedure in the private sector is for payment to take place gradually as
the work is executed, FCC Group is exposed to losing revenue if the work is delayed.

On the other hand, the financial limitations of public administrations could force some
municipalities to reduce their budgets, which in turn could reduce the funds earmarked for
the maintenance or renewal of existing infrastructures or it could affect the scope and
calendar of projects that are pending. Any resulting public expenditure deficits could have a
significant effect on FCC Group’s Environmental Services, Water and Construction business
areas. Also, the Cement area could be affected indirectly by the reduction of the construction
budgets of public administrations. Public expenditure reductions could cause FCC Group to
have to assume additional investments to maintain its business operations in the way it had
planned (for instance, water treatment facilities might not be renewed in satisfactory terms,
i.e., with sufficient funds for the maintenance of those facilities) or to suspend or shut down
certain business projects (for instance, if a municipal authority decides to shut down a facility
for which FCC Group has the concession, for example a landfill).

FCC Group relies on technology to develop its business areas and maintain its
competitiveness. If FCC Group does not manage to adapt to technological developments
or industry trends, its business could be affected negatively

For the development of its various business areas, FCC Group relies on technology, including,
among other aspects, communication systems, infrastructure management systems and
systems for material and human resources control. In particular, for the development of

certain activities FCC Group may rely on software or other custom-made technologies for
which it may be difficult or even impossible to find an alternative supplier. As the number and
scope of FCC Group’s operations grow, it will be necessary to improve, update and integrate
FCC Group’s business areas, systems and infrastructures. Accordingly, FCC Group’s future
success will depend on its capacity to adapt its services and infrastructures to the rapidly
evolving trends of its clients and to technology demands. On the other hand, the success

that FCC Group has traditionally enjoyed in the development of technological platforms does
not guarantee the continuation of that success. If FCC Group is not capable of continuing to
develop the technologies it requires to compete and to execute its projects, it could lose market
share and revenues compared to its competitors or to new market operators that are capable of
implementing the necessary technologies.
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Competitiveness in FCC Group’s business areas is high and technology advances rapidly.

If it is to succeed, FCC Group must develop and continuously improve its technology platforms.
If FCC Group does not achieve this, any competitive advantages provided by its technology

will most likely decrease in the short or medium term, leaving FCC Group at a disadvantage
compared to competitors that are able to advance and improve their technology platforms.
Furthermore, even if FCC Group’s technological developments are superior to those of its
competitors, this still doesn’t ensure that it will maintain its competitive advantage.

FCC Group also faces the risk of technological developments arising that could dramatically
alter the industry. If FCC Group is unable to adopt those new technologies or to adapt existing
technologies to compete in an effective manner, it will be hard or impossible for FCC Group to
maintain or improve its position in the markets in which it operates.

In this respect, FCC Group has an active presence in the field of technological research and
innovation and dedicates substantial efforts to the continuous training of its staff. Additionally,
it has outsourced the management of its IT and telecommunication infrastructures.

Also, FCC Group has implemented a common reporting system, with which it seeks to
cover the reporting needs of its individual financial statements, as well as standardising on a
systematic basis the process of consolidating the Group’s economic and financial reporting.

The entities in which FCC Group participates alongside third parties could expose it to
risks

FCC Group may develop its business activities in joint ventures with public authorities or
private entities through different forms of association (companies, consortia, economic
interest groups, joint ventures or similar entities). These types of structures are sometimes a
requirement stated in the bidding conditions. Participants in these entities share the operating,
economic and financial risks associated to certain very large projects or activities. In some of
these associations FCC Group does not have a controlling stake, although it tries to manage
the situation through contracts. However, adverse effects for the project, the business, the
underlying economic and political situation or in the economic situation of the partners could
lead to conflict, and this could negatively affect the performance and, in some cases, could
end up in a breakup of the association. Also, if any of the members of the Association files for
bankruptcy or if its financial capacity is jeopardised or limited in any other way, FCC Group
could be liable for the payments owed by the association or by another partner, on the basis of
any related obligation or guarantee, and it might not be able to obtain compensation from the
other partner.

To mitigate these risks, the Group selects the partners with which it participates in the different
business areas, applying the procedures included in the FCC Group General Rules Manual.

Regarding the risks arising from outsourcing, the outsourcing model established by FCC Group
is applied homogeneously, according to that General Rules Manual, where an action protocol
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is established stating the minimum requirements for Group companies to be able to outsource
work under public or private contracts.

13

Also, the Human Resources Manual defines the work liabilities assumed by FCC Group in cases
where it outsources staff for works or services.

Some of FCC Group’s subsidiaries are controlled by third parties over whom FCC Group
exercises no control

FCC Group carries out operations in a number of jurisdictions in which the local regulations
restrict or may restrict: (i) foreign shareholders from acquiring a majority stake in companies
registered locally or in companies operating in certain sectors, for instance construction; or (i)
the possibility of foreign companies participating in public tenders.

In keeping with the strategy followed by many foreign companies operating in these
jurisdictions, FCC Group in some cases has tackled this restriction to foreign ownership by
using structures that are commonly used in practise, where the majority of the shares in

FCC Group’s local business are held by a company registered locally or nationally (depending
on the requirements of each jurisdiction), by virtue of a management or similar agreement in the
name or on behalf of FCC Group. The remaining minority stake in the capital of the local entity
is held by FCC Group via one of its affiliates incorporated locally. Notwithstanding the foregoing,
these management agreements may be less effective in terms of controlling and managing local
businesses than in cases where FCC Group has a controlling stake.

Also, any ownership structure may be unilaterally questioned in Court in one or more
jurisdictions. If such an objection is made regarding the ownership structure of any of the

FCC Group affiliates in jurisdictions where restrictions to foreign ownership are applied, it cannot
be ensured what criterion will be followed by the Courts when it comes to applying the local
laws and policies to said ownership structure. A Court decision against the ownership structure
in question could entail the nullity or non-enforceability of the contracts entered into, the
amendment of the ownership structure of the businesses in that jurisdiction and penalties being
imposed, which could negatively affect FCC Group’s results and its financial situation.

FCC Group’s order-book is subject to adjustments and cancellations of projects,
therefore it is not an accurate indication of future revenues

In the Environmental Services and Construction business areas, FCC Group calculates the
order-book on any given date as the sum of the contractual values less the amounts of the
contracts it has recognised as income. Also, FCC Group calculates the order-book in the Water
area based on long-term estimates throughout the duration of the contract, which serve as a
basis for contracts with clients and with the rates established in said contracts.
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Certain events or unexpected circumstances may negatively affect the amount and calendar

of future income generated by the projects based upon which FCC Group’s order-book is
calculated. These factors may include: project cancellations; reductions or other amendments
of terms of projects; more time requirements to complete works; interruptions of the works; and
termination of a contract by the client if FCC Group’s performance is inadequate.

On the other hand, FCC Group cannot predict the impact that future economic conditions may
have on its order-book. In this regard, negative economic conditions may hinder FCC Group’s
capacity to secure new orders once projects are completed; these circumstances may also lead
to the termination, modification or suspension of projects currently included in said order-book.
Last of all, in the Water area, the differences between the original estimates and actual billing of
water consumption throughout long-term contracts could make the actual income differ from
the amounts forecast in the order-book.

FCC Group cannot ensure that its order-book will generate the expected income or cash
flows, or that it will generate them in future financial periods. As a consequence, the Group’s
order-book should be analysed cautiously and should not be taken as a true forecast of future
income.

FCC Group participates in tender procedures and in regulatory authorisation procedures
that may generate significant expenditure with no guarantee of success

FCC Group is awarded a significant number of its contracts in competitive tenders. The tender
or negotiation processes prior to the awards of these contracts are often lengthy, costly and
complex, and the outcome is uncertain and hard to predict. FCC Group may invest significant
resources in a project or tender in which it may not ultimately win the award, meaning that it
misses growth opportunities.

The risks and opportunities arising in the tender and contracting process represent one of the
major challenges faced by FCC Group. Accordingly, the Group is currently in the process of
redefining the specific processes related to risk management in the bidding and contracting
stages. The company has formally established policies and procedures that focus on
technical quality, technological capacity, economic feasibility and competitiveness of the bids.
The process of drawing up, submitting and monitoring bids is subject to different levels of
authorisation within the organisation, and the main tasks in this field are allocated to specific
departments made up by highly qualified technical staff.

Also, on some occasions FCC Group needs to obtain or renew various legal permits or
authorisations. On the other hand, the authorisation processes for environmental activities come
up against similar difficulties, and they are often, increasingly over recent years, preceded by
complex studies and public consultation. FCC Group might have to abandon certain projects in
which, having been awarded the works, it is not capable of generating enough compensation
to cover the investment costs, if it does not manage to obtain the necessary permits to develop
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the activity or if it does not manage to obtain the necessary authorisation from the competition
authorities.

13

All of these aspects may increase the cost of the Group’s activities and in some cases it may
lead to its abandoning certain projects, which may negatively affect FCC Group’s results and
financial situation.

m) FCC Group develops its activities in competitive markets

n

=

There is intense competition in many of the business areas developed by FCC Group. When
seeking new business, FCC Group competes with a number of groups and companies,
including large construction groups and engineering companies, which may have more
experience or a stronger local presence in the corresponding market than FCC Group.
Additionally, these groups and companies may have greater resources, both material and
technical or financial resources, and they may require lower returns on their investment and be
able to present better technical and economic offers compared to those of FCC Group.

In the Environmental Services, Water and Construction areas, FCC Group competes mainly

in domestic and international markets in the areas of large, complex civil works, water
infrastructures and distribution and municipal services for solid urban waste collection and street
cleaning. Competition in these markets is based mainly on the price, technical experience,
delivery time and local presence. In this respect, FCC Group faces the risk that, for certain
public tenders related to these areas of activity, competitors may present prices that are
technically and economically unrealistic, such that it is not feasible for FCC Group to compete

in certain specific scenarios.

In the Cement area, FCC Group competes in the market with cement, concrete and other
construction materials. Competition in these markets is based firstly on price and then, to
a lesser extent, on quality and service. Also, local presence is an important factor because
transport costs are significant. The prices that FCC Group can charge its clients are not
substantially different from the prices charged by its competitors in the same markets.

As a consequence, returns in this business area general depend on the level of demand, which
is subject to changes as a consequence of market conditions that are beyond the control of
FCC Group and of its capacity to control efficiency and operating costs.

Public opinion may react negatively to certain FCC Group facilities

FCC Group may have to face adverse public opinion because of its business activities, the
growth of existing facilities or the construction of new facilities near towns or inhabited areas.
In response to public pressure, governments or the relevant authorities may restrict, amend
or rescind FCC Group’s current activities, or its future growth plans, reducing FCC Group’s
capacity to implement its growth strategy.
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0) FCC Group uses large volumes of energy in its business, therefore it is exposed to the

)

-~

risk of fluctuations in energy prices

FCC Group, particularly in the Environmental Services, Water and Cement areas, consumes
large volumes of energy. The main items of the Group’s energy costs are electric power, fuel and
the acquisition of raw materials. This means that FCC Group’s results are significantly affected
by fluctuations in energy prices.

In some of the jurisdictions in which the Group operates, energy prices have risen significantly
over recent years and they could vary substantially in the future. Fluctuations in energy

prices are mainly caused by market forces and other factors that are beyond the control of
FCC Group.

FCC Group cannot ensure that the measures adopted to mitigate inflation risk in the price of
energy, which include diversifying fuel sources, using alternative fuels, including provisions

in contracts that pass cost increases on to clients and negotiating fixed prices for long-term
supply contracts, will be effective to protect itself from variations in energy costs. High energy
prices during prolonged periods could substantially increase FCC Group’s costs and reduce
its margins to the extent that it is not able to adjust the prices of its products to compensate
increases in energy prices.

Key technical and management staff leaving the company could affect the success
of business operations

The success of FCC Group business operations largely depends on key staff with technical
and management expertise. Competition with other companies over qualified technical
and management staff in the sectors where FCC Group operates is intense. Some of these
companies may be able to dedicate greater financial and other resources to hire key staff.

If FCC Group loses part or all of its key staff it might be hard to replace them. If the Group
cannot hire and maintain the key staff it needs, it will be more difficult, or maybe impossible,
for it to successfully manage its business.

Also, some of the Group’s employees have degrees, licences, special certificates and other
professional expertise recognised by the public administration. FCC Group may need to employ
staff with these qualifications and experience to be a candidate in certain public projects.

If FCC Group does not manage to hire and maintain staff with the necessary professional
experience and credentials, its capacity to successfully complete current projects and to
compete for new ones would be negatively affected.

In relation to the human resources management carried out by FCC Group, it has implemented
in Spain and in some of its affiliates training processes, consisting of training plans structured
on the basis of programmed periodic training, whether basic or for updating knowledge, or
specific training to address concrete needs at any given time. In particular, FCC Group develops

08

Water

Management

o))

r)

\ 4
Corporate
Governance

10

Cement

11

Financial
Statements

14

Executive
Personnel

© 00

training plans for all the staff involved in drawing up the Group’s financial statements. This Plan
includes permanent updating of the evolution of the business and regulatory environment of the
activities developed by the different companies in the Group, as well as updating knowledge of
the International Financial Reporting Standards and the regulations and evolution of the financial
reporting internal control principles.

0S

Infrastructure

13

FCC Group increasingly depends on IT systems

FCC Group increasingly depends on highly sophisticated information technology or IT systems.
These IT systems are vulnerable to several issues, such as software or hardware malfunction,
piracy, physical damage to vital IT centres (DPC — Data Processing Centres) and computer
viruses.

IT systems require regular updates and the Group may not be able to implement the necessary
updates at the right time, or said updates may not work as was planned. This updating service
is outsourced, with service level agreements established in the contracts to check compliance.

On the other hand, if FCC Group does not protect its operations from cyberattacks it could
lose data on clients or projects or any other information that is important for its business
performance. Threats are increasingly more sophisticated and FCC Group cannot guarantee
that it will be protected from all of them. FCC Group may have to incur significant expenses
as a result of failures in its IT systems. FCC Group cannot guarantee that the backup systems
to provide high service quality and ensure the continuation of business will be capable of
preventing all the threats. Backup copies are outsourced, and service level agreements

have been established. If these systems fail or are inadequate, FCC Group might experience
important business interruptions and might lose or jeopardise important data.

FCC Group is subject to litigation risk

FCC Group is, and may be in the future, a party in civil, criminal, arbitration, administrative,
regulatory and other proceedings that may arise in the ordinary course of its business. These
proceedings may have to do with claims because of defects in construction projects executed
or in services provided, labour, environmental or tax claims. Unfavourable outcomes of such
proceedings could represent significant liabilities for FCC Group, such as damages, the cost
of cleaning and penalties in the event of spills, discharges or environmental pollution, non-
compliance with comprehensive environmental authorisation requirements at its facilities or
plants, and they could also interfere in the management of FCC Group’s business. Even in

the event of a favourable decision for FCC Group, said proceedings may be costly, time-
consuming and require lots of attention from management. Also, the liability insurance taken out
by FCC Group may not be sufficient, or it may not apply to the claims to which it is exposed.
Notwithstanding the foregoing, FCC Group records contingent liability provisions, acting in
conformity with the applicable law.
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s)

1)

FCC Group is the defendant in certain lawsuits due to liabilities pertaining to several activities in
the development of the awarded contracts. The relevant provisions have been recorded and it is
expected that the lawsuits will not have an impact on the Group’s equity.

In particular, the Group currently has certain ongoing litigation or against companies belonging
thereto in relation to the bankruptcy proceedings of Alpine Bau GmbH (“Alpine Bau”) and Alpine
Holding GmbH (“Alpine Holding”). If the outcome of such litigation is unfavourable, the Group
might have to face considerable liabilities. And there is also uncertainty regarding whether other
claims will be filed directly against FCC Group, against Alpine Bau or against Alpine Holding,
and, if they are filed and the outcome is unfavourable, whether they will negatively affect

FCC Group.

The industries in which FCC Group operates are closely scrutinised by the competition
authorities

In recent years, in various jurisdictions the competition authorities have submitted the business
areas in which FCC Group operates, particularly the Cement and Environmental Services areas,
to close scrutiny and they have imposed fines on companies because of their involvement in
illegal cartels and other anti-competitive practices.

FCC Group cannot predict the outcome of the investigations or legal procedures underway
in connection with competition issues. Also, FCC Group cannot guarantee that it will not be
investigated in the future by competition authorities.

On the other hand, FCC Group may undergo restrictions in its capacity to carry out acquisitions
in certain jurisdictions due to regulations to control business concentrations.

If FCC Group does not obtain government approval for its projects, or if it is delayed in
obtaining them, its financial situation and results could be affected negatively

FCC Group operates in jurisdictions where its activities may be regulated and subject to
authorisations by public authorities. Although FCC Group is subject to these requirements in
many of its activities, they especially affect the Environmental Services and Construction areas
and, in particular, the activities related to public services. With the purpose of developing and
completing a project, the developer may need to obtain permits, licences, certificates and

other approvals from the corresponding administrative authorities throughout several stages of
the project. The process for obtaining these approvals is often long and complex. FCC Group
cannot guarantee that it will obtain the necessary government approvals or the compliance with
the conditions required to obtain the approvals or that it is adapted to the new laws, regulations
and policies that may enter into force at any given time. If FCC Group does not manage to
obtain the corresponding approvals or comply with the conditions for those approvals in certain
projects, they could be delayed, FCC Group’s reputation among its clients could suffer and its
capacity to generate income would be in jeopardy.
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u) FCC Group’s activities are subject to laws and regulations against bribery and corruption,

which affects where and how FCC Group carries out its activities

FCC Group’s activities are subject to a number of laws and regulations, such as the Foreign
Corrupt Practices Act of 1977 (FCPA) in USA, the Bribery Act 2010 in the UK, the rules
enacted by the Office of Foreign Assets Control (OFAC) of the US Department of the Treasury,
anti-corruption laws in other jurisdictions and the Spanish Criminal Code, amended in 2015
by Organic Law 1/2015, of 30 March. This reform carries out a technical improvement in the
regulation of the criminal liability of legal persons, introduced in the Spanish legal system by
Organic Law 5/2010, of 22 June, with the purpose of adequately specifying the contents of
“due control”, the infringement of which allows criminal liability to be grounded.

FCC Group has established systems to facilitate compliance with the applicable laws and
regulations and has provided its employees with training programmes to facilitate compliance
with those rules. As of the date of this Registry Document, FCC Group has not been sanctioned
for any breaches of anti-corruption or anti-bribery laws.

Regarding the recent reform of the Criminal Code in relation to the criminal liability of legal
entities, FCC Group has drafted a Crime Prevention and Response Manual which has two
clearly differentiated parts:

e The first part corresponds to the prevention stage and it consists of identifying and updating
the behaviours entailing the risk of committing the offences that might occur in the Group, as
well as planning and implementing the controls to mitigate them. To do so, the Group has
set up certain bodies and mandatory procedures.

e The second part deals with the bodies and procedures implemented to respond to
behaviours which could constitute the committing of a violation within FCC Group, especially
behaviour which could be interpreted as illegal.

It cannot be assured, however, that FCC Group policies and procedures are followed at all
times, or that they are able to effectively detect and prevent all breaches of the applicable

laws and regulations, always identifying every instance of fraud, bribery or corruption in all the
jurisdictions where one or more of its employees, advisors, agents, trade partners, contractors,
subcontractors or joint venture partners are. As a consequence, FCC Group could suffer
sanctions or reputational damage if its employees, consultants, agents, suppliers or partners do
not comply with the corresponding anti-corruption or anti-bribery laws.
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v) FCC Group may be affected by accidents at its works x) Risks associated to the Water Area

FCC Group may be affected in the event there are accidents at the worksites of FCC Group
projects, particularly in the Construction Area. These accidents may interfere in the operations
and cause delays in project completions, which might in turn entail subsequent delays in
payments by clients, as well as potential client claims, who would seek compensation and
possibly terminate the contracts. Besides this, FCC Group could be liable for the damages
caused in the accidents and it cannot guarantee that its insurance policies will be sufficient to
cover these claims.

w) Risks associated to the Environmental Services Area

(i) The landfill business in the UK has been and continues to be exposed to a highly
adverse market situation, and things could worsen in the future, with a negative
impact on FCC Group

During 2014, the main cause of the impairment of FCC'’s landfill business in the UK was the
application of the European regulations that drastically reduce the waste to be eliminated

at landfills, with the introduction and subsequent gradual increase of the Landfill Tax, as
well as the institutional support for alternative recycling, treatment and elimination means
(mainly incineration) to the detriment of landfills. Also, there has been a reduction of the total
volumes of waste generated as a result of the economic crisis.

If the circumstances that generated the current situation continue or worsen and the decline
continues, there would be an additional negative impact on FCC’s business and accounts.

FCC Group’s strategy in this respect in 2016 is to continue to move away from the
management of unprofitable landfills that began in 2015, focusing instead on the waste
recycling, recovery and treatment activities, with the goal of improving the overall profitability
of its operations in the longer term.

(ii) Reductions in waste gathering volumes would cause a reduction of the fees collected

The fees collected by FCC Group under waste gathering service contracts are calculated
based on the weight in tonnes of the waste that is gathered. As a consequence, a decrease
in waste gathering would necessarily cause a reduction of those fees. The cause of the
decrease in the production of waste is the reduction of consumption by individuals, which in
turn is caused mainly by general macroeconomic developments.

Despite the fact that in 2015 there was an increase in waste gathering volumes, reductions
could occur in the future, and this would have a negative effect on FCC Group’s business.

(i) Activities in the Water business are sensitive to changes in consumption models

There has been a decline in the volume of drinking water that is supplied in some developed
countries, mainly due to the water saving programmes established by public authorities and
the industry and due to the extended idea that water is a resource that must be preserved.
In Spain, FCC Group estimates that the volume of water bills has declined by approximately
1% per year over the last 15 years. Thus far FCC Group has managed to offset the effect of
these reduced volumes by means of production benefits and by negotiating contracts where
part of FCC Group’s revenues are independent of volumes. If the volume reduction increases
those efforts might not be sufficient to fully offset said reduction.

(i) The Water business is sensitive to weather conditions

FCC Group’s results in the water business may be affected by significant changes in weather
conditions. Thus exceptional rainfall levels could have a negative impact on FCC Group’s
results. For instance, in Spain during the 2003-2005 three-year period rainfall was lower than
the average for the previous ten years, and 2005 was the driest year since 1947, leading,
among other things, to water saving campaigns among consumers and plans to optimise
water use in farming. Also, exceptional rainfall levels were the cause of the reduction of water
consumption in France in 2007, whereas certain episodes of hot weather generated greater
water consumption in 20083 in that country; in 2012, seven water authorities in southern

and eastern England imposed the hose pipe ban due to severe drought, which affected 20
million consumers.

(iij) When supplying drinking water FCC Group must ensure that the water is fit for human
consumption

The most significant risk associated to the management of drinking water facilities is the
supply of water that might cause health issues among end consumers. For instance, if there
are any errors in the water treatment process affecting water quality, or if there are any acts
of sabotage altering the nature or quality of drinking water, FCC Group could suffer loss of
business and revenues, reputational risk, and incur liability and have to pay damages or
cleaning costs.

(iv)Contaminated water spills could have a negative impact on FCC Group

FCC Group manages waste water treatment plants and the main risk related to this activity is
that of spilling contaminated water due to errors in the management of the facilities. Besides
being caused by errors or negligence in facilities management, contaminated water spillages
may take place as a result of acts beyond the control of FCC Group, including third-party
acts, such as those of industrial users of sewage systems. In the latter case, FCC Group
might be liable for damages and have to bear cleaning costs and suffer reputational damage.
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y) Risks related to the Construction Area

(i) FCC Group is subject to risks related to construction

The time and the costs involved in the execution of FCC Group’s construction projects may
be affected negatively by several factors, including fluctuations in the costs of construction
materials, equipment or labour, accidents, delays in obtaining approval by the relevant
authorities, for project management, adverse weather conditions and land in poor condition,
construction limitations and other unforeseen circumstances. Any of these factors might
delay the complete execution of projects and lead to additional costs and subsequent
losses. Delays in project completions could in turn lead to a loss of revenues or termination
of contracts, as well as potential claims by clients, who would seek compensation or
termination of contracts, and this could negatively affect the results and the financial situation
of FCC Group.

(ii) The construction industry is highly cyclical

The construction industry is of a cyclical nature and is significantly dependent on public and
private investment. Investment levels in the public and private sectors are in turn related

to the general economic conditions. Investment generally increases in times of economic
growth and it declines in times of recession. In Spain, in particular, the construction industry
has been seriously affected by tough economic conditions over the last few years.

Current economic conditions have led to a sharp reduction in tenders for civil engineering
works, including public sector projects in Spain and other OECD countries. Civil engineering
investments included in the annual budget of countries where FCC Group is or intends

to be present depend mainly on two factors: the budget policies of the corresponding
governments and the existing economic conditions at the time.

(iii) FCC Group’s construction projects may be delayed or the budget may be exceeded,

generating lower profits than expected or even losses

Large-scale construction projects entail certain risks, for instance shortage of materials,
machinery and labour or an increase of their costs. If contractors or subcontractors do not
comply with the agreed deadlines and budgets and if there are any interruptions due to
adverse weather conditions or unexpected technical or environmental difficulties, there could
be delays and increases in the construction costs. The contractual liability clauses to which
FCC Group might resort to in these situations in respect of contractors and subcontractors
might not fully or partially cover the losses, especially in cases of contractor or subcontractor
insolvency. If there are delays in the construction, FCC Group may receive the income

later than expected and may face penalties and even the termination of the corresponding
contract. These factors could increase FCC Group’s expenses and reduce its revenues, in
particular if FCC Group does not manage to recover those expenses through the operation
of its concessions. Delays and cost increases may cause the projects to be less profitable
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than what FCC Group expects and even generate losses that could be significant. Several
factors may prevent FCC Group from withdrawing from those projects, for instance
performance bonds or other financial guarantees it may have granted; long-term contracts
with local suppliers; local clients and partners that are not willing to withdraw from the project
or joint venture, or employment contracts with local personnel. In this regard, on certain
occasions it could be more costly for FCC Group to abandon non-profitable projects or
projects generating long-term losses than seeing them through to completion.

13

z) Risks associated to the Cement Area

(i) Operations in the cement business are subject to emissions control rules

Cement production requires extremely high temperatures and it consumes important
amounts of energy derived from fossil fuels, which in turn increase emissions of greenhouse
gases. FCC Group’s operations in the cement business in Spain are subject to the Kyoto
Protocol. According to Kyoto, companies have a limited number of emission rights at their
disposal and must acquire additional rights from other companies that do not use all of the
ones they were granted. Considering that the emissions created by cement production
cannot be reduced, emission rights must be managed carefully. If FCC Group does not
properly monitor its emissions and emission rights it could face penalties and other liabilities.

FCC Group is exposed to the risks inherent to the emissions trading system (ETS) introduced
by the European Union in 2005. Phase lll of this system, which covers the period from 2013
to 2020, particularly stresses the elimination of the allocation free of charge of emission
rights in respect of the generation of electricity, effective as from 1 January 2013, with
exceptions for certain European countries, which significantly reduces the free allocation for
heat generation. The overall goal is to achieve, by 2020, a 20% reduction of greenhouse gas
emissions (compared to 1990 levels).

Regulations on emissions control and the obligation of operating within an ETS expose
FCC Group to two risk categories. On the one hand, it might occur that FCC Group
produces a higher level of emissions than expected, both for technical reasons and for
business related reasons, and this might entail additional costs for the Group. On the other
hand, FCC Group might not be able to adjust its price policies so as to pass on the overall
impact of the extra cost of acquiring emission rights.
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(ii) The construction materials market depends to a great extent on the cyclical nature of For activities developed outside Spain, the FCC Group seeks legal advice from local
the construction industry professionals in relation to the specific laws and regulations that affect the Group’s business in
' - L . each country.
The construction material industry depends on the level of activity in the construction sector. v
The industry goes through cyclical trends and depends on the expenditure level in relation b) Past and present activities may expose FCC Group to cost increases and to liability risk,

to construction in the residential, commercial premises and infrastructure sectors. Political
instability or changes in government policies may also influence the construction industry,
which is sensitive to factors such as GDP growth, population increase, interest rates and
inflation. The worsening of the economy could lead to recession in the construction industry.

Regulatory and compliance risks

Regulatory or compliance risks are those arising from the breach of requirements and limitations
established by Law and by the specific regulations applying to each business sector, as well as the
breach of professional obligations or codes of conduct and contractual obligations.

a) The industries in which FCC Group operates are subject to comprehensive regulations
which are in turn susceptible of being amended

In the execution of its business operations, FCC Group must respect several laws and local,
province, national and international regulations. The laws and regulations applicable to the
Group’s business vary from one jurisdiction to the next and even between different towns

and they may be subject to amendments, which may or may not be favourable. A change in
the legal framework could lead to different or more restrictive regulations, and this could be
the cause of changes in FCC Group’s operating conditions; this could increase FCC Group’s
capital expenditure (for instance, the requirements for amending the configuration of existing
facilities) or its operating expenses (for instance, the implementation of additional inspections
and monitoring procedures), affect its results and financial situation or in any other way hinder
the Group’s development plans. Among these possible new regulations, new tax regulations,
such as the one applicable to waste dumping and treatment services, could affect FCC Group’s
revenues if it is not capable of sharing those increases with end users.

Also, and as an example of regulations that have required FCC Group to adapt its activities, the
Landfill Tax in the UK imposes charges according to the type and amount of waste deposited at
landfills in an attempt to promote recycling, composting and extraction of value from waste.

FCC Group has implemented procedures that guarantee compliance with the laws regulating
each one of the different economic activities developed in the Group. The different specialised
departments stay abreast of regulatory changes, advising the Group’s units accordingly and
issuing standards as needed to standardise the Group’s criteria and guarantee compliance with
the law.

particularly regarding health and environmental risks

The increasingly comprehensive laws and regulations under which FCC Group operates expose
it to higher liability risks, particularly in environmental matters. The local, regional, national and
EU entities of the countries where the Group operates regulate their activities and establish the
applicable environmental regulations. The technical requirements imposed by the environmental
regulations are increasingly costly, complex and strict.

These laws may impose strict liability in the event of damages to natural resources or threats to
public healthcare and safety. This means that FCC Group may even be liable for assets no longer
in its possession and for activities it no longer performs.

Besides this, FCC Group may be obliged to pay penalties, repair damages and perform
improvement works even if has carried out its activities with due care and fully complying with
operating permits. FCC Group may be considered jointly and severally liable together with other
parties. The relevant authorities may impose sanctions and penalties or they may revoke and
reject the grant of authorisations and permits based on non-compliance with current regulations.

Some of FCC Group’s activities could cause disease, damages and even death, the interruption
of the business or damages to the assets or to the environment. The measures established by
FCC Group to mitigate these risks, including contractual limitations to the liability of FCC Group,
the preventive and protective measures and the insurance policies covering what FCC Group
considers its critical operational risks, may be insufficient, which could lead to it incurring
substantial costs. A stricter application of the existing regulations, the entry into force of new
laws, the discovery of previously unknown sources of contamination or the imposition of new,
more demanding requirements may increase costs or impose new liabilities on FCC Group,
leading to lower revenues and reducing the liquidity available for its activities.

In addition, by means of contracts for the outsourcing of environmental services, FCC Group
companies may develop activities in certain places that are environmentally sensitive and
qualifying as ‘Seveso sites’ with a high or low threshold (or their equivalent abroad) operated by
industrial clients, particularly petrochemical industrial facilities. In these cases, the dangerous
natures of the products, waste, spillage and emissions treated by FCC Group, as well as the
nearness of the facilities that are managed to other potentially dangerous sites, require that

FCC Group manage the performance of services with utmost care and expose it to significant
potential costs and liabilities in the event of an accident. The regulatory regime governing ‘Seveso
sites’ applies only in the European Union, but FCC Group can also operate at sites outside the
EU, for instance the United States, which are subject to comparably strict regulations.
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In this respect, FCC Group has implemented environmental management systems in the different
business areas, which highlight the following:

a) Compliance with the environmental regulations applicable to the activities of each area.

b) Establishing and achieving continuous improvement targets beyond those required by
prevailing legislation or contracts.

¢) Minimising environmental impacts through proper operational control.
d) An ongoing analysis of risks and possible improvements.

These management systems have been implemented in the different business areas according
to UNE-EN standards and the Group has obtained ISO 14001 certification for its Environmental
Management System.

FCC Group is subject to significant environmental and hygiene regulations that may be
potentially costly

FCC Group incurs and shall continue to incur significant costs and other expenses in order to
meet its obligations in the field of the environment, safety and healthcare and to manage its risks
regarding hygiene. In particular, these risks are related to water spillages, drinking water quality,
waste processing, the contamination of the soil and ground waters and the quality of smoke
and gas emissions. FCC Group may be unable to recover this expenditure via higher prices.
Environmental laws and regulations are frequently amended, often leaning towards greater
strictness. These changes in the laws and regulations may oblige FCC Group to incur expenses
or make investments in order to comply.

Legal requirements, including specific precaution and prevention measures, may oblige

FCC Group to make investments and incur other expenses to guarantee that the facilities in
which it operates comply with the applicable regulations. In cases where there is no investment
obligation, FCC Group may have to notify its clients of their obligation to carry out the necessary
works. If a client does not comply with these obligations, it could be detrimental for FCC Group
as operators and it could negatively affect its reputation and growth capacity. Furthermore,
regulatory entities have the power of filing procedures that could lead to the suspension

or cancellation of the permits or authorisations that FCC Group has, or to the adoption of
preventive measures requiring it to suspend or discontinue certain activities. These measures
may be accompanied by penalties and civil or criminal sanctions that could have a significant
negative impact on FCC Group’s results and on its financial situation.

Tax regulations

Within the context of the delegation of powers agreed by the Board of Directors and the
Chairperson, as well as the business model established in the FCC General Guidelines and
the Financial-Economic Manual, in addition to the specific powers vested in the person
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responsible for the Tax Division, the functions of this Division include: proposing criteria relative
to the Group’s tax policies as well as advising on and coordinating their application, with fiscal
efficiency, in corporate acquisitions and reorganisation operations and for those presented by

the different business areas in connection with their activities.

Additionally, with the purpose of minimising and ensuring reasonable control and suitable
information on fiscal risks, FCC has adhered to the Code of Good Tax Practice (a body in
which large Spanish companies participate alongside the State Tax Administration), approved
at the Foro de Grandes Empresas [Large Enterprises Forum], and it complies with its contents.
In compliance with the terms of the Code, the Tax Division reports to the Audit and Control
Committee on the Group’s tax policies through the General Administration Management.

Since tax payments by FCC Group are a key item that must be considered in achieving the
goals set within FCC Group, the tax function is involved in the entire value chain of the Group,
from the initial assessment of a given operation or product to the subsequent execution and
development thereof. Insofar as FCC Group’s fiscal policy must always remain aligned with

the Group’s corporate principles, its mission and vision and its corporate social responsibility,
FCC Group’s Fiscal Area works as a strategic partner alongside the business and corporate
areas, providing them with the advice they need in a clear, timely and focused manner in respect
of any tax matters.

In September 2014 the Fiscal Code of Conduct was approved by FCC Group, which is
applicable to all the employees of FCC Group and establishes the obligations that should be
met by employees who work in the tax departments, so as to:

a. Follow the applicable tax regulations in each jurisdiction, based on sufficiently reasoned and
reasonable interpretations and sufficiently verified facts.

b. Respect FCC Group’s “Tax Area Control Framework Regulations”, as well as the specific
procedures for communication, action and review in the tax area.

c. Ensure that the relevant decisions in the field of taxation are supervised by the Group’s senior
management and are duly supported, based on a global, integrating approach that takes
into account the various business variables and the possible risks that are assumed.

d. Develop and foster a relationship of transparency and mutual trust with the tax authorities of
each country.

e. Participate actively in the tax forums of the employer associations and international
organisations to which FCC Group belongs, in order to propose specific tax measures
geared to attaining a fairer and more harmonised tax system, both for the interests of the
Group and for those of society at large.
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The goal of the Tax Area Control Framework Regulation is to define: (i) the general policy for
managing fiscal risks within FCC Group, in particular the policy on the management of the
so-called ‘technical fiscal risk’; and (i) the various responsibilities allocated within the Group in
relation to management of tax risk and the identification and reporting of positions representing
a technical fiscal risk.

Code of Ethics

FCC Group has a Code of Ethics in place that regulates the guiding principles of Group
employees’ conduct and the relations between Group employees and other stakeholders, and
it is obligatory for all the individuals in the Group and for third parties that voluntary accept its
application.

The FCC Group Code of Ethics is a tool to guide actions in corporate, environmental and ethical
issues of particular importance.

During 2015 a campaign was conducted for adherence to the Code of ethics, whereby
employees must declare that they are aware of, understand and assume the principles and
guidelines included in the Code. 2,554 adherences were recorded during this period.

Additionally, as part of the Welcome Manual, all new employees are informed of the Code of
Ethics and of the obligation of complying with it.

The people in connection with the Code of Ethics, are under the obligation to report any
breaches thereof, and for said purpose they can use the established ethical channels and
procedures confidentially, in good faith and without fearing retaliation. FCC Group has
established a general communication procedure for matters related to the Code of Ethics.

As a result of the incorporation of criminal liability of legal persons to the Spanish Criminal Code
in 2010, FCC Group carried out a comprehensive study of the identification of the controls
needed to mitigate the risk of employees committing any of the offences or crimes incorporated
following the reform. As a result of this process, FCC Group has:

e A catalogue of priority crimes which identifies risk behaviours related to crime, existing
control environments, control failures, risk holders and controllers, risk materialisation
indicators. The fundamental goal is to prevent any crimes related to the legal person from
being committed, reducing the probability of occurrence.

¢ A Crime Prevention and Response Manual defining the response protocols when a crime
is committed, establishing the Response Committee and structuring the Whistleblowing
Channel.
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In addition, and in response to the reform of the Spanish Criminal Code approved in July 2015,
the General Internal Auditing and Risk Management Department has been working on strictly
monitoring the evolution of the amendments contemplated in the reform and their repercussion
on legal persons, with the purpose of adapting the Criminal Compliance Risk Map and
improving FCC Group’s control environment in light of the possible occurrence of offences or
crimes. The following aspects have been analysed, among others:

— The changes it represents in respect of the liabilities of senior management, administrators
and directors, in keeping with the reform of the Capital Companies Act.

— The growing importance of Compliance Programmes within the organisation and the
consideration that the legal person and the administrators may be exempted from criminal
liability due to the existence of those systems, if their efficacy is proven by an autonomous
body within the organisation that is entrusted with the function of supervising the control
environment.

— The need of supervising, monitoring and controlling these programmes by a body with
autonomous powers to take the initiative and control the reviewed unit.

— The new types of offence or crime from which liability arises for the legal person.
— The extraterritorial nature of some types of offence or crime.

Accordingly, the Crime Prevention and Response Manual is being reviewed with the following
goals:

— Adaptation to new international rules and standards on Governance, Risk and Compliance.
— Incorporation of new requirements based on the Reform of the Criminal Code.

— Adaptation to FCC Group’s organisational model and the redefinition of functions.

— Incorporation of the entry into production of the Complaints Management System.

Considering the changes mentioned above, around the end of 2015 FCC Group’s Internal Audit
Committee established a work group for the project of updating the Group’s new Code of Ethics
and Conduct, with the participation of the General Internal Auditing and Risk Management
Department, the General Organisation Department and the Secretary General. FCC Group
considers that only the strict observance of this type of regulations may prevent substantial

legal and economic risks for the organisation and all the parties involved: clients, suppliers,
shareholders and society (protecting people and the environment). Only in this way will our
economic activities continue to be socially accepted and we will be able to increase the value

of the company in a long-lasting manner. This project considers the following, among other
aspects:
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¢ the adoption of the latest best practice established by various national and international
agencies,

e the incorporation of conducts that employees must identify as prohibited and as risk
conducts that when carried out may entail the commitment of offences or crimes from which
criminal liability may arise for the legal person,

¢ the establishment of a new training and communication plan at all levels of the organisation,

e the establishment of new acceptance mechanisms and periodic compliance commitments
by the risk holders and controllers identified in the risk maps,

¢ the establishment of specific liabilities for compliance with the Code of Ethics in respect of:
— Board of Directors, senior management and specific committees.
— Senior executives.
— Middle managers and other employees.
— Suppliers .
— Other persons or groups involved.
e the establishment of a compliance structure:

— Preventive: the regulatory compliance function and the compliance committees in the
business units.

— Detection: Response Committee and Whistleblowing channel.

Internal Control over Financial Reporting (ICFR)

Listed companies have the obligation of including, in their Annual Corporate Governance Report
(IACG), information on the description of its Financial Reporting Internal Control System (FRICS).
Also, the Audit Committees of publicly listed companies have assumed new internal control
responsibilities.

In this regard and in connection with the good practices proposed in the report published by the
CNMV (Spanish Securities Market Commission), FCC Group has prepared a FRICS Report for
2015 which is part of the Annual Corporate Governance Report and it has been subject to an
external audit.

Personal data protection systems

The processing of personal data, mainly to comply with the Personal Data Protection Act
(LOPD), is specifically regulated in the environments in which FCC operates. To manage the
risk of non-compliance, there is a programme that measures the impact on each business area
and then establishes the necessary controls. This programme defines the legal, organisational
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and technical controls in each case. Additionally, there is a tool documenting the audits and the
events related to the LOPD.
h) Quality assurance systems

FCC Group has, in all of its business areas, quality management systems that are formally
implemented and deeply rooted in the organisation, which has allowed it to obtain the
organisation’s Certificate of the Quality Management System, according to the UNE-EN ISO
9001 standard, and successfully pass the auditing appraisals done from time to time by external
professionals.

The quality control committees in the different areas of the Group are the supreme executive
bodies with the authority to establish guidelines, oversee compliance and review systems.

Information security systems

FCC Group has an operating unit entrusted with analysing and mitigating the factors relating to
a security issues, such as intrusion, attacks, etc.

For each new project implying decisive changes in FCC Group’s reporting systems, an analysis
is carried out of the existing risks in order to identify the specific threats and define the adequate
countermeasures. With regard to information processing risk, FCC Group has established a
Corporate Information Security Policy laying down common information management criteria to
mitigate those risks which could affect the confidentiality, availability and integrity of information.
These criteria are based on the internationals standards of the International Standardisation
Organisation (ISO) set out in the ISO 27000 family standards.

As a consequence of the above-mentioned policy, the Company has a Code on the use of
technological resources and different action protocols for the management of incidents related
to the use thereof. Controls have been implemented to guarantee user access to the resources
for which they are authorised based on their need to know and their assigned roles.

FCC Group has a monitoring system known as ‘Data Leak Prevention’ to detect and prevent
the risk of classified data leaks through information systems.

FCC Group has a Security Operation Centre (SOC) that operates 24/7 to address the growing
threat of attacks from the Internet and possible information leaks.

Occupational risks

A priority goal for FCC Group is to carry out its activities with a high level of health and safety for
its entire staff, as well as strictly complying with the legal regulations on this subject, as shown
by the Occupational Risk Prevention Policy approved by the Board of Directors. To achieve

this, occupational risk prevention systems have been implemented in all business areas and the
Group companies was awarded OHSAS 18001 certification, successfully passing the periodic
assessment audits conducted by external professionals.
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As a guarantee of homogeneity and as an instrument of global management and adaptation
to the organisation’s standards on this subject, FCC Group has a Corporate Manual on
Occupational Health and Safety that entered into force in 2012, the guidelines of which are
being incorporated to the management systems that are implemented. This is aimed at
permanently reducing occupational accidents with an objective of ‘Zero Accidents’.

The certification of the occupational risk prevention management systems has been
incorporated as a global strategic objective in Human Resources.

Financial risks

The concept of financial risk refers to the variations, due to political, market and other factors, in the
financial instruments contracted by FCC Group and their repercussion on the financial statements.
FCC Group’s risk management approach is consistent with its business strategy, seeking the
maximum efficiency and solvency at all times, for which purpose it has established strict criteria

for the control and management of financial risks, consisting of identifying, measuring, analysing
and controlling the risks incurred in FCC Group’s operations, and the risk policy is appropriately
integrated within the Group’s organisation.

Given the Group’s activities and the operations through which it executes these activities, it is
currently exposed to the following financial risks:

a) Capital risk

For capital management purposes, FCC Group controls its equity, both in the Group and in its
parent company, FCC, S.A.

Given the sector in which it operates, the Group is not subject to external capital requirements,
although this does not prevent it from monitoring the equity from time to time to guarantee a
financial structure based on compliance with the regulations in force in the countries in which
it operates, also analysing the capital structure of each one of the affiliates in order to allow a
satisfactory distribution between debt and capital.

Proof of the above is shown by the capital increase carried out at the end of 2014 and the
recently announced capital increase, both aiming to strengthen the Company’s capital structure.

The permanent analysis of this capital is done for the major goal of maximising returns for
shareholders.

The General Finance Department, which is responsible for managing financial risks, reviews
from time to time the financial debt ratio and the compliance with the financing covenants, as
well as the capital structure of the affiliates.

b) FCC Group is exposed to foreign exchange risk

A noteworthy consequence of FCC Group’s positioning in international markets is the exposure
resulting from net positions in foreign currencies against the euro or in one foreign currency
against another when the investment and financing of an activity cannot be made in the same
currency.

Although the basic currency in which FCC Group fundamentally operates is the euro,

FCC Group also has financial assets and liabilities booked in other currencies besides the euro.
The exchange rate risk lies mainly in debt denominated in a foreign currency, in investments in
international markets and in collections made in currencies other than the euro.

FCC Group’s general policy is to reduce, to the extent possible, the negative effect that the
exposure to different currencies has on its financial statements, both in transactions and in
equity-related movements. Because of this, FCC Group manages the exchange rate risks that
may affect both the balance sheet and the income statement.

However, any important fluctuations in the value of these currencies against the euro could entail
negative effects for FCC Group’s business, financial position and results.

(o)
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FCC Group is exposed to interest rate risk

FCC Group is exposed to the risk arising from variations in interest rates because the Group’s
financial policy seeks to guarantee that its current financial assets and its debt are partially linked
to variable interest rates. The reference interest rate of FCC Group’s debt with credit entities
contracted in euros is basically the Euribor.

A hike in interest rates could cause an increase of FCC Group’s finance costs linked to its
borrowing associated to variable interest rates and it could also increase the cost of refinancing
FCC Group’s borrowing and the issuance of new debt.

With the purpose of being in the most suitable position for the interests of FCC Group, an active
interest rate risk management policy is followed, continuously monitoring the market and taking
different positions mainly according to the assets that are financed.

d
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Solvency risk

The most representative ratio to measure the solvency and capacity to pay back debt is: Net
debt/EBITDA.

€

~

FCC Group is exposed to liquidity risk

The Group carries out its operations in industrial sectors requiring a high level of financing; thus
far it has obtained adequate financing for its operations. However, FCC Group cannot guarantee
that the circumstances regarding how it obtains financing will continue in the future.
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FCC Group’s capacity to obtain financing depends on many factors, many of which are beyond e Currency: FCC Group finances its operations using a number of different currencies
its reach, such as overall economic conditions, the availability of funds at financial institutions depending on the country where the investment is being made.
th t licy of th kets where F tes. A ffects i t i ) ) . _— )
andl © monetary po |§y of the markets where FCC Group opgra es dversg © eq 8 In debt and FCC Group’s strategic planning process identifies the objectives to be reached in each of
capital markets may hinder or prevent FCC Group from obtaining adequate financing to develop L ) ) ;
its activities the areas of activity according to the improvements that are to be implemented, the market
' opportunities and the risk level that is considered acceptable. On the basis of this process, the
Aside from seeking new sources of financing, FCC Group may need to refinance part of Group designs operating plans specifying the targets to be achieved each year.
its existing debt via bank | d debt i due to the fact that an i rtant part of " o . . N
IFZEXEJQS ‘sefin;/:::inanbezz:nseasn dueei'n ;;j%aﬁ;ozsa"o F?)Ca CGroj ir;sm;?v?a angzn é)a able In order to mitigate the market risks inherent to each business line, the Group maintains a
of renewinp its loan agreements and expects 'to continuey’to do so ov?ar the nexty1 5 monthsp diversified position across activities related to construction and infrastructure management,
However i?s capacit gto renew its loan 5 reements depends on several factors. many of wHich provision of environmental services, energy and others. In the field of geographic diversification,
' pacity 9 P o I y in 2015 foreign activity accounted for 47% of total sales, and it was particularly important in the
do not depend on FCC Group, such as general market conditions, the availability of funds for Group’s most significant areas, infrastructure construction and environmental services
loans by private investors and financial institutions and the monetary policy of the markets where ’ '
FCC Group operates. Negative conditions in debt markets could hinder or prevent FCC Group g) Credit risk
fi ing its fi ing. Therefore, F t tee that it will have th ) i ) . ) ' )
rom rgnewmg s financing. Therefore .CC Groupl canno gugran e that | WI a.\./e © Rendering services to or accepting orders from clients whose financial soundness is not
capacity to renew the loan agreements in economically attractive terms. The inability to renew tead at the fi f i hich o luated by FCC G I
those loans or to ensure adequate financing under acceptable terms could have a negative guaranteed at e time of acceptance or which cannot be evaluated Ly foup, as wefl as
imoact on FCC Groun's liauidity and on its canacity 1o meet working caital requirements situations that may occur during the rendering of the service or fulfilment of the order that can
P b llquidtty pactty 9 cap 9 ' affect a client’s financial situation, can give rise to the risk of outstanding balances not being
To properly manage this risk, FCC monitors the maturity dates on all the policies and financing paid.
agreements of all Group companies very closely, in order to negotiate the renewals in a timely The Group takes care of requesting trade reports and assessing the financial solvency of
manner under the best conditions the market has to offer; analysing for each case the suitability i L . ) :
) ) ) ) " customers prior to entering into contracts and it also monitors them permanently, with a
of the financing and studying other alternatives should the conditions be unfavourable. In order procedure already enabled in the event of insolvency. For public sector clients, FGC Group
to mitigate liquidity risk, the FCC Group is present in various markets, to enable to it obtain has a policy of not accepting work that does not hav.e an assigned budget anc; prior financial
financing facilties. approval. Proposals for work that exceed a particular payment deadline must be authorised by
On 17 December 2015 the Board of Directors resolved to carry out a new capital increase, the Director of Finance. Defaults are also monitored continuously with specific agencies such as
which had been approved by the General Meeting in June 2015. The goal of this increase is to Risk Committees.
reinforce the Company'’s equity structure and to reduce its debt level. h) Risk-hedging financial derivatives

Concentration risk

This risk arises from the concentration of financing transactions with common characteristics
and is broken down as follows:

e Sources of financing: In order to diversify this risk, FCC Group works with a great number
of domestic and international financial institutions to obtain financing.

e Markets/Territory (Spain, abroad): FCC Group operates in a wide variety of markets in
Spain and other countries; the Group’s debt is denominated primarily in euros and the
remainder in different international markets with other currencies.

¢ Products: FCC Group uses diverse financial products: loans, credit facilities, debentures,
syndicated operations, assignments, discounts, etc.

In general, the financial derivatives contracted by FCC Group are accounted for according

to the regulations on accounting hedges established in the Notes to the annual financial
statements. The main financial risk hedged by the FCC Group using derivatives is the
variability of the floating interest rates to which the various FCC Group companies’ borrowings
are indexed. The valuation of the financial derivatives is carried out using generally accepted
methods and techniques by experts in the field that are independent from the Group and from
its financing entities.
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E.4

Reporting risks

a) Organisational and corporate complexity

Given FCC Group’s organisational and corporate complexity, there could be a risk of inadequate

comprehensive information reporting within the organisation.

The fact of not reporting adequately on the achievement of strategic goals by identifying critical
risks that have materialised, regarding which Management could still carry out specific action
plans to correct negative deviations to achieve such goals could entail significant deviation in
terms of compliance with the FCC Group strategy.

Also, the identification of key performance indicators for business, in relation to compliance with
the goals of each business unit, would make it possible to make decisions before there are any

deviations in relation to the quality of the financial information that is reported.

Accordingly, and as part of the implementation process of the Integrated Risk Management

Model, the Group is working on improving the existing information flow in respect of compliance
with the Group’s strategy according to the identification and evaluation of the risks hindering the

achievement of the goals of each of the business units in FCC Group and the identification of
the adequate KPIs for those goals.

b

-

Reputation management / Corporate governance

Reputation management is part of FCC Group’s Code of Ethics and of the work developed
in matters related to Corporate Responsibility and Ethics. Social responsibility policies are
an inherent part of FCC Group, for which conducting business requires a comprehensive
commitment to the society it is part of.

Identify whether the company has a risk tolerance level, including tax risk.

As the basis for the implementation process of the Integrated Risk Management Model that the

Group is currently working on, the accepted risk levels shall be established for each Business Unit.

For risks exceeding the accepted risk for each sector of activity, the necessary action plans are
established with corrective measures to keep their critical levels within the accepted risk area.
These action plans include the necessary actions to reinforce existing controls and they may even
incorporate new controls.
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E.5 State what risks, including tax risks, materialised during the year.

Risk that materialised in the year: Limitations on access and refinancing in financial markets.
Underlying circumstances:

The current financial and economic crisis has caused difficulties in terms of access to financing
sources for the Group, as well as for refinancing existing loans in the best possible conditions,
with the subsequent negative effect on the Group’s financial statements.

How the control systems operated and response plans:

After presenting the new Strategic Plan on 20 March 2013, the Company embarked on a global
refinancing process involving all of the parent company’s syndicated loans and a significant part
of the bilateral financing, which contemplates obtaining liquidity lines and extending the current
maturities.

With the entry into force of the refinancing and the capital increase in the year 2014, plus the
announcement of the new capital increase that will take place in 2016, the Group considers that
it will be able to finance its activities.

Risk that materialised in the year: Adaptation of FCC Group’s personnel to planned
operations/flexibility of personnel costs.

Underlying circumstances:

The current financial and economic crisis has caused a decline in the Group’s turnover, equally
affecting the rest of the operators in the market. This circumstance has led to a loss of efficiency
per production unit, which has been shown on the Group’s financial statements over the last
few years.

How the control systems operated and response plans:

Over the last few years FCC Group has adjusted its Group structure to current demand in
the market, via several staff restructuring measures, and it managed to effectively adjust the
headcount to the expected production requirements. These adjustments have continued in
2015, which has led to production efficiency improvements that will be more evident in the
future.

Risk that materialised in the year: Reprogramming of construction works.
Underlying circumstances:

The current financial and economic crisis has caused a delay in public-sector investment,
leading to reprogramming of several construction works in Spain and abroad, with substantial
effects on the outcome thereof due to clients’ non-fulfilment of their commitments and

FCC Group’s continuous efforts to meet those commitments.
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How the control systems operated and response plans:

In this situation, FCC Group carried out several actions to optimise the costs to a maximum

at each of the facilities, in an effort to adapt to the new deadline commitments, claiming
whatever was required from each one of the clients in every case. On the other hand, our trade
relationship with our clients made it possible to reach an understanding.

Risk that materialised in the year: Delayed payments by certain public-sector clients for the
provision of urban environmental services and for construction works executed in Spain.

Underlying circumstances:

Both the entry into force of the Organic Law on the control of trade debts in the Public Sector,
so that invoices are paid meeting the legal payment terms, and the new financing plan, allowing
the Group to pay suppliers and cancel due liabilities yet to be paid, made it possible to bring
down the effects of this risk.

How the control systems operated and response plans:

The permanent monitoring and control committees remain in place in order to minimise the
volume of generated assets, thereby reducing the associated financial cost and consolidating
the gradual reduction in the future. All of this has allowed a substantial reduction of the average
payment period by those clients in Spain during 2015.

Risk that materialised in the year: Cut-backs in investments forecast by Public Administration
agencies.

Underlying circumstances:

As a consequence of the current economic and financial crisis, there have been cuts and
investment restrictions for the construction of infrastructures in Spain.

Budget adjustments required due to the implementation of the Budget Stability Act have led to
reviews of services rendered to levels sustainable according to clients’ budget availability.

This has also led to a lower demand for cement, with a significant decline of sales and EBITDA,
although over the last few months’ demand seems to be increasing.

How the control systems operated and response plans:

This situation has been mitigated by selective increased presence abroad and by incorporating
new contracts, focusing on a few select territories and complex civil works with high added
value, with a growth of the portfolio of works abroad.

The continuing sales relationship with clients involved has allowed for the modulation of the
services rendered without losing orders, and market share in Spain has been maintained.

Also, a new restructuring plan was implemented in 2015 in the cement area that is managing to
adjust the operating and production capacity.

Risk that materialised in the year: Country risk. Existence of certain unstable geographic
markets.

Underlying circumstances:

The existence of certain unstable geographic markets in which FCC Group operated led to
an ongoing re-planning of works abroad, with a negative impact on the Group’s financial
statements.

How the control systems operated and response plans:

During the last few years FCC Group has been developing a thorough strategic, operational and
financial reorganisation in the markets where these risks materialised, aimed at mitigating those
risks.

In this way and as part of the Group’s strategy that started in 2013, a selective increase of the
Group’s presence abroad is being carried out, incorporating new contracts and focusing on a
few select territories and in complex civil works with high added value.

Risk that materialised in the year: General decline of activity.
Underlying circumstances:

The current financial and economic crisis has caused a widespread decline of economic activity,
which has reduced the turnover but has not affected the market share in the sectors where the
Group operates.

How the control systems operated and response plans:

In light of this situation, FCC Group took several measures to adapt its production capacity

to the market situation, getting ahead of possible greater adverse effects on its financial
statements. These measures had to do with personnel and with the restructuring of assets and
divestments.

Risk that materialised in the year: Impairment of intangible assets.
Underlying circumstances:

The current financial and economic crisis has caused a loss of value of some of FCC Group’s
investments.

How the control systems operated and response plans:

FCC Group recognised in the last few years’ significant impairments of certain goodwill,
adapting the Group’s assets to its true recovery capacity.
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E.6

Risk that materialised in the year: Delays in the approval of dossiers.
Underlying circumstances:

The acceptance of the amendments requested by clients during the provision of services or
the execution of works that cannot have the relevant budget item approved, together with the
current financial and economic crisis, have caused an increase in the delay in the approval of
dossiers.

How the control systems operated and response plans:

In light of this situation, FCC Group is permanently monitoring the dossiers and contacts with
every client to solve any doubts that may arise. For public sector clients, FCC Group has

a policy of not accepting work that does not have an assigned budget and prior economic
approval. Proposals for work that exceed a particular payment deadline must be authorised by
the Director of Finance. There is also a permanent monitoring of defaults.

Risk that materialised in the year: Delays in the new contracts that are scheduled.
Underlying circumstances:

The current economic crisis, the changes in local administrations and strong competition,
especially in the service sector, have led to delays in the commencement of the provisions of
some previously awarded services, causing slight adjustments in future forecasts.

How the control systems operated and response plans:

FCC Group monitors and analyses the contracts involved on an individual basis, adjusting its
forecasts wherever necessary.

Explain the response and monitoring plans for the Company’s main risks,
including tax risks.

One of the major risks for FCC Group over recent years is the inherent risk related to the
construction business both in Spain and abroad. In this respect the response plans established
by the Group are continuing this year and they are part of a global restructuring process for the
construction business. They were as follows:

National construction: adjustments of the production means to the actual needs of the market,
preventing the impairment of returns:

— Adaptation of headcount to the current market situation.

— Reduction of the sales structure, adapting it to the current market situation.

International construction: returns are boosted by focusing on specific territories, selecting

the most profitable works and markets, as well as building up the industrial business in select
territories. In addition to this, just like in Spain, the sales structure is being reduced, adapting it
to the current market situation.

Regarding the risks affecting the Environmental business unit:

Headcount for the contracts have been fully adapted to the new service requirements.

With the completion of the last supplier payment plan, low and stable trade debt levels have
been attained and it is even expected that they may be improved with the entry into operation
of the electronic invoice and the entry into force of Royal Decree 635/2014, developing the
method for calculating the average payment terms of public administrations to suppliers and the
conditions and procedure for retaining funds from financing systems.

Local administration and town council budgets have stabilised, which will undoubtedly enhance
the stability of the contracted services. Further cuts are no longer expected.

Improvements are expected in terms of the decline in consumption due to the slight recovery
of the economy, which will prevent loss of business in waste collection contracts where the
fee is established according to the volume of waste that is generated —this is directly linked to
consumption.

In relation to the risk of delays in the approval of dossiers and successive regulatory changes
in respect of price revisions, the Group is permanently monitoring the dossiers and contacting
each client to solve any doubts that may arise.

In relation to the risks that have affected the Water business unit:

In order to mitigate the potential stagnation of the domestic market, steps have been taken

in order to intensify our presence in the international market, to which end the target markets
have been identified and human resources have been restructured (support, sales development
and production staff) according to the needs of the identified markets. The selected target
markets try to mitigate the problems that have arisen in connection with social opposition to the
privatisation of the management of municipal water services, aside from valuing the competitive
advantages, basically as a result of FCC Aqualia’s capacity to cover all the activities included in
the integrated water cycle (design, construction, maintenance and operation).

In addition, technology development lines have been strengthened through the R&D-+innovation
Department in the areas of sustainability, quality and smart management, with the goal of
improving the Company’s competitiveness in the local and international markets.

At the same time, the presence in Spain of (domestic and international) employers’
organisations and media has been strengthened in order to communicate the (technical and
economic) advantages of having a private-sector company take part in water management.
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e With the goal of not worsening the returns on our projects, in terms of sales, the new offer
criteria require greater safety margins in terms of guaranteeing the project’s IRR. In this respect,
projections of annual demand, both in terms of provisions and population serviced, are
considered as having a flat growth rate.

As far as costs are concerned, the following initiatives have been implemented, among others:

— Cost-reduction programme in the supply of electric power, including a revision of contracting
conditions, implementation of a new software application and of new developments
generated by the R&D&I Department.

— Programme to reduce absenteeism by implementing a software application and developing
preventive culture projects and the occupational Health Charter. At the same time there will
be a revision of hiring methods and of the production structure domestically.

— Programme to optimise operations by establishing central warehouses, reducing materials
left in deposit and costly parts with low turnover rates.

— Programme to reduce the cost of managing the fleet of vehicles by implementing a software
solution contemplating geolocation and control of the associated maintenance costs.

e With the goal of mitigating possible risks in the operation of water supplies for human
consumption, work has commenced to identify critical infrastructures according to the criteria
established by the Public Administration, in collaboration with the Spanish Water Operators
Business Association.

There is a programme to restructure the activity of accredited and certified laboratories in quality
control of water, adapting their performance to the new demands of EU directives, optimising the
equipment replacement investments and increasing the capacity to conduct analyses.

Additionally, and with a bearing on all the areas in FCC Group:

e FCC Group is in the midst of a process to improve the Integrated Risk Management Model
that will allow it, once it is fully operative, to react in anticipation of the materialisation of major
risks, mitigating their effect. This model will make it possible to establish specific response plans
whenever there are foreseeable deviations in the compliance with the strategy, classified by risk
materialised, studying the cause of the materialisation of each one of the risks and the existing
control environment in each case. This process is being coordinated by FCC Group’s General
Internal Auditing and Risk Management.

The remaining response plans carried out by FCC Group for each of the risks materialised in 2015
are set out in the preceding section E 5.

F.1

F1.1

Internal Control and Risk Management Systems
in Relation to the Financial Reporting Process
(ICFR)

Describe the mechanisms in the control and risk management systems in relation to the
financial reporting process (ICFR) at your company.

The Company's control environment
Disclose, identifying the main characteristics, of at least:

The agencies and/or functions responsible for: (i) the existence and maintenance
of an adequate and effective ICFR system; (ii) the implementation thereof; and (iii)
superyvision thereof.

On 7 October 2015 FCC Group’s Board of Directors approved its new Rules of
the Board of Directors, adapting them to the new regulatory environment and best
practices. This has changed the responsibilities of the Board and of its Committees.

The agencies and functions that are responsible within FCC Group for the existence,
maintenance, implementation and supervision of an adequate and effective ICFR, and
the responsibilities attributed to these agencies, are the following:

Board of Directors

As set out in article 8 of the Rules of the Board of Directors of FCC, S.A., the Board is
ultimately responsible for the approval of the Company’s general policies and strategies
and, in particular, for the risk management and control policy, identifying the main risks
of the Company and implementing and monitoring the suitable internal control and
reporting systems, with the purpose of ensuring its future feasibility and competitiveness
by adopting the most relevant decisions for the better development thereof.

During the year 2015 the renewal of the Board of Directors was completed, following
the capital increase carried out in November 2014. The Board is composed of a total of
eleven members, three Independent and eight Proprietary Directors.
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Executive Committee

As set out in article 36 of the Rules of the Board of Directors of FCC, S.A, the Board
may permanently delegate to the Executive Committee all of the powers pertaining to
the former, except those which are reserved to the Board by the Law, the Bylaws or the
Rules of the Board of Directors. Like the plenary Board, the Committee ensures that
FCC Group’s organisation structure, planning systems and management processes are
designed to deal effectively with the different risks to which its business is exposed.

The Board of Directors designates the Directors that are to form part of the Executive
Committee, ensuring that its structure is similar to that of the Board itself in terms of the
various categories of Directors. In the year 2015 the Committee was made up of four
proprietary directors and the held meetings on seven occasions. The functioning of the
Executive Committee is determined in article 36 of the Bylaws of FCC.

Audit and Control Committee

The new Rules of the Board of Directors of FCC, S.A. establish, in article 37, that the
Board of Directors of FCC Group will set up a permanent Audit and Control Committee,
without executive duties and with powers to inform, advise and make proposals within
its scope of activity. The Committee will comprise a minimum of three and a maximum of
six Directors, appointed by the Board of Directors, taking into account their knowledge
and experience in the field of accounting, auditing or risk management. All members will
be non-executive Directors and the majority of them independent, and the Committee
will name a Chairperson among the independent directors, and they may also choose a
Vice-Chairperson. During 2015 the Audit and Control Committee was made up by five
Directors, three of them being independent, including the new Chairperson, and two
proprietary directors. The Committee met eight times.

The basic function of the Audit and Control Committee is to support the Board of
Directors in its supervisory duties by periodically reviewing the processes used to
prepare the financial information, the internal controls and the independence of the
external auditors, among others. In particular, notwithstanding other tasks that the
Board of Directors may entrust to the Audit and Control Committee, it will be
responsible for:

e Supervising the Company's internal audits that overseeing the good operation of
the information and internal control systems; the head of internal audit is obliged to

present an annual work plan to the Committee and inform it directly of any incidents
arising in the course of implementing the plan, as well as submitting a report on
activities to the Committee at the end of each year.

Supervising and analysing the efficacy of the Company’s internal control and the risk
control and management policy approved by the Board of Directors, ensuring that
the latter at least identifies:

— The different types of risks that the Company faces, including, among the financial
and economic risks, contingent liabilities and other off-balance sheet risks.

— Establishing the risk level that the Company deems acceptable.

— The measures provided to mitigate the impact of the identified risks in the event
they materialise. And

— The reporting and internal control systems that will be used to control and manage
said risks, including contingent liabilities and off-balance sheet risks, submitting
them to the Board of Directors for their approval.

Supervising the process of preparing and submitting the individual and consolidated
financial statements and management reports, and the financial reports disclosed to
the markets from time to time, ensuring the compliance with the legal requirements
and the proper application of generally accepted accounting principles, informing the
Board of Directors about:

— The financial reports which the Company, owing to its listed status, must disclose
from time to time, ensuring that the interim financial statements are drawn up with
the same accounting criteria as annual financial statements and, for such purpose,
it must consider whether a limited review by the Company’s external auditor is
appropriate.

— The creation or acquisition of holdings in special purpose entities or entities
domiciled in countries or territories considered tax havens, as well as any other
transactions or operations of a similar nature which, owing to their complexity,
might detract from the transparency of FCC Group.
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e With respect to internal control and reporting systems:

— Supervising the process of preparing, and the integrity of, the financial reports
referring to the Company and, as the case may be, the Group, reviewing the
compliance with the regulatory requirements, the adequate delimitation of
the scope of the consolidated group and the correct application of the
accounting criteria.

— Supervising from time to time the internal control and risk management
systems, including tax risks, so that the main risks are identified, managed and
adequately disclosed, as well as receiving information from time to time from the
Response Committee and the Risk Control and Management Department on the
development of its activities and the functioning of internal controls, monitoring

the risk maps and the action plans that are necessary to mitigate the most relevant

risks that are identified, among which are those arising from the internal control
of financial reporting.

— Monitoring the independence and efficacy of the internal audit function; proposing
the selection, appointment, re-appointment and removal of the head of internal
audit; proposing the department’s budget; receiving regular reports on its
activities; and verifying that senior management are acting on the conclusions and
recommendations of its reports.

Management Committee

There is a Management Committee for each business unit.

General Administration and Finance Department

In February 2015, as part of the restructuring of FCC Group, the General Administration
and General Finance Departments were joined together, forming the General
Administration and Finance Department and a new general manager was appointed for
the unified department. The details and description of this person’s functions are the
following, by way of illustration only:

e Coordinating the administration of the different areas, establishing the administrative
processes and procedures generally applied in the Group and promoting the uniform
application of the accounting and tax policies.

e Defining and issuing the accounting standards applied in the Group.
e Drawing up and supervising the consolidated accounts and management reporting.

e Performing the accounting and tax management of FCC, S.A. and its subsidiaries
that are not allocated to the operating areas.

e Drawing up the Group’s consolidated financial statements.

e Defining and publishing the tax criteria that are generally applied to FCC Group, both
individually and at the consolidated group level.

e Advising the different areas in tax matters and taking part in solving any matters
brought up by them.

e Preparing the Tax Group’s consolidated corporate income tax statement.

e Designing and publishing the procedures, documents and software applications
generally used in FCC Group, for accounting and tax purposes.

e Advising the different areas in terms of procedures and taking part in solving any
matters brought up by them.

e Coordinating the divisions of the Administration area of the Group's Central Services.

e Centralised financial management of the Group's activities, managing the Group’s
debt and financial risks, optimising the cash and financial asset management, the
financial control and management of the Group, relations with investors, the Stock
Exchange and the CNMV, analysing and financing investments, monitoring and
controlling bonds, guarantees and insurance.

e Coordinating the administration in the operational and functional areas, establishing
the administrative processes and procedures to be applied generally within the Group
and promoting the uniform implementation of the accounting and fiscal policies.

During 2015 there was an internal reorganisation of the General Finance Dept, whereby:

e The Models and Valuations area was established, reporting directly to the Managing
Director of Finance, as a consequence of the unification and homogeneity of
reporting for analysing and valuing projects, both those in the order book and those
under development, for which the Group departments wish to submit bids in order to
trace and ensure the financing thereof.
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¢ Cash and Financial Control make up a new area, spinning off from the Domestic
Financing area and assuming the following basic responsibilities: preparing the
Group’s cash budget, drawing up the financial reports resulting from the Group’s
balance sheet and its financial transactions, monitoring both the debt and the
business contributed to the various financial entities with which Group companies
work, and controlling fund contributions to joint ventures (UTE).

e Since July 2015, the Management Control Dept. is ascribed to the General
Administration and Finance Department. This department includes the functions of
Management Control, Budget and Financial Planning Control, which is in charge
of the following: (i) coordination and preparation of the annual budget; (i) definition
and implementation of various scorecards and key indicators to support the Group
Management in its decision-making; and (jii) review and validation from time to time of
the contract portfolio and the current offers to ensure that, in both cases, the criteria
established by the Executive Committee in terms of margin, cash generation, return
on investment and risks are fulfilled.

General Internal Auditing and Risk Management Department

The purpose of the General Internal Auditing and Risk Management Department

is to provide the Board of Directors, via the Audit and Control Committee, and the
Senior Executives of FCC Group, with whom it actively collaborates, with the effective
supervision of the Internal Control System, by exercising a unique and independent
supervision function aligned with professional standards, contributing to Good
Corporate Governance, verifying the proper compliance with applicable regulations,
both internal and external, and reducing to reasonable levels the possible impact of the
risks attached to achieving FCC Group’s objectives (additional information included in
section F£.5.1).

In this respect and with the goal of strengthening FCC Group’s Internal Control System
and hence of being more efficient in the performance of these functions, during the year
2015 funds were allocated to the Risk Management Department within the General
Internal Auditing and Risk Management Department, such that this Department is
currently divided into two separate areas with independent functions:

e General Internal Auditing. The main functions are:
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— Reviewing the financial information. Supervising the process of drawing up and
presenting financial information and other information provided to third parties.
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— Review of the internal control. Supervising the policies, standards, procedures
and activities making up the control system established by the Group to ensure
the proper management and reduction of risks.

— Supervising the External Audit. Analysis and proposal of the appointment and
supervision of the external auditor, being the liaison for monitoring the audit.

Risk Management and Compliance Department

— Management of business risks. Establishing a risk management system allowing
Management to maintain an adequate internal control system by identifying,
evaluating and establishing plans to respond to the potential risks that might
prevent the fulfilment of the goals included in the Strategic Plan.

— Internal control. Performing internal control by reviewing the procedures and
including new key controls. Establishing a management system for compliance
with internal control together with an architecture of responsibilities to ensure that
an acceptable level of risk is maintained by the Board of Directors.

— Criminal prevention. Establishing a management system for criminal compliance
together with an architecture of responsibilities that mitigate the criminal
responsibility of the legal person.

During 2015, the Risk Management Department prepared and delivered for approval
to the Audit and Control Committee a new regulatory block related to FCC Group’s
Governance, Risk and Regulatory Compliance. This group comprises the following
regulatory documents related to the Financial Reporting Internal Control System,
which are expected to be approved by the Board of Directors in 2016:

— Corporate Governance and Internal Control System.
— Zero Standard.

— Risk Management Policy and System.

— Standards Compliance Policy and System.

— Criminal Compliance Policy and System.
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These documents define FCC Group’s Corporate Governance and Internal Control
strategy, providing guidance to assist in achieving the sustained success of the
organisation, positioning the Group as a stronger organisation in the face of internal
and external pressure, by creating a solid internal control environment suited to
market circumstances at any given moment.

The Zero Standard homogenises the creation and updating of new rules, policies,
procedures and systems, contributing a series of guidelines that ensure a suitable
and sufficient level of internal control. The purpose of this rule is to assist in the task
of evaluating and perfecting the legal, institutional and regulatory settings applicable
to FCC Group’s Corporate Governance, developing and improving its contents based
on the best market practice in the field of Corporate Governance, with the goal of
meeting the expectations of FCC Group’s stakeholders in the present economic
environment.

The Risk Management regulations are meant to implement, develop and continuously
improve a work setting or common structure, with the goal of integrating the risk
management process within corporate governance in relation to the organisation,
planning and strategy, management, reporting processes, policies, values and
culture. They specifically seek the following:

— Integrating the risk-opportunity vision in the management of FCC Group, by
defining the strategy and risk appetite, as well as incorporating this variable to
strategic and operating decisions.

— Separating functions, at an operating level, between the management or risk-
taking areas and the areas responsible for analysing, controlling and supervising
those risks, guaranteeing an adequate level of independence.

— Reporting, in a transparent manner, the Group’s risks and the operation of the
systems developed to control those risks to the Board of Directors, maintaining
adequate channels to favour that communication.

— Supervising the implementation of suitable action plans for hedging risks.

— Acting at all times pursuant to the Law and the Company’s Corporate Governance
System, in particular according to the values and behavioural standards included
in the Code of Ethics and under the principle of ‘zero tolerance’ of illegal doings
and situations of fraud.

— Supervising the suitable compliance with the rules of corporate governance
established by FCC Group, via its Corporate Governance System, guaranteeing
the updating and permanent improvement of the system within the scope of the
best international practice in terms of transparency and governance, thereby
allowing the monitoring and measuring of that compliance.

Just like the creation of a culture of internal control, the creation of a risk
management culture represents one of the fundamental pillars of good governance,
guaranteeing the early detection of defective and/or insufficient control environments
when it comes to reaching the organisation goals that can still be acted on by
Management, to protect the organisation against the possible materialisation of risks
associated to those control environments.

To reach these goals, the Risk Management Policy proposes the operation of
homogeneous risk management system throughout the Group, ensuring that risks
are treated uniformly and thoroughly analysing the causes of the materialisation of
present and future risks affecting the attainment of our goals. All of the foregoing
must be done according to generally accepted basic principles in the risk
management best practices, ensuring that the acceptable risk level established
beforehand by the Board of Directors is always present in the decisions made by any
executives in our Group.

The new regulatory compliance rules are meant to lay the foundations of general
compliance with internal control in FCC Group, by creating an internal control
culture allowing the understanding and the suitable assumption of responsibilities
arising from non-compliance. Legal compliance is an especially important matter
for FCC Group, meaning that integrity determines the way we act and that without
exceptions we abide by ethical and legal demands.
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In addition, following the reform of the Spanish Criminal Code, which entered

into force on 1 July 2015, it is necessary for the Board of Directors to approve a
Criminal Compliance Policy to ensure the permanent and efficient operation of

the organisation and management model to prevent the occurrence of crimes or
offences within the organisation, so that FCC’s internal control mechanisms operate
continuously and permanently, including the monitoring and surveillance thereof,
regarding the risk behaviours of its employees, which also allows the traceability
and documentation thereof so that Court authorities may evaluate and consider
such behaviour if necessary so that the legal person may prove that the Group’s
governance bodies have observed due diligence, rendering the legal person free of
any criminal liability.

In this regard, in 2012 the Crime Prevention and Response Manual approved by
FCC Group’s Board of Directors laid the foundations for the preparation of that
model, establishing both the criminal compliance function, which is geared to
preventing offences or crime, and the suitable response channels to carry out
the investigation of offence/crime claims within the Company, geared to diligently
responding thereto.

The approval of this new regulatory block in 2016 will ensure the definitive
implementation of the model and compliance therewith, as well as the active
consideration of the model in any decision-making processes within the organisation.

General Organisation Management

The General Organisation Management takes on the remit of Human Resources,
Corporate Security, Information Systems and Technology and Purchases Areas. HR’s
mission at FCC is to favour and boost the development of individuals, communication
and a good working environment climate, in line with the Company’s strategic goals and
policies, via the efficient management of HR specialised services, in a context of diversity
and internationalisation. Its functions include establishing the policies, strategies,

rules and general grounds for selecting, hiring, training, employing, developing and
empowering people in our organisation, all aligned with the Company’s general strategy
and that of its different business areas. The basic goal of this function is to create the
necessary environment to attract, manage, motivate and develop the best professionals.
To do so, the HR division is divided into three areas:

— Legal counsel, labour relations and occupational safety.
— Organisation, compensation, administration and reporting.
— Training, selection and development.

The Information Technologies and Systems Division, hereinafter the ITS, guarantees
suitable technology support for the Group’s management processes, optimising the
management of the necessary resources and service level for users, ensuring the
confidentiality and integrity of information systems. The action model is geared to
FCC Group achieving its strategic goals via two means:

— Operating efficiency in the performance of all of its activities.

— Support for FCC Group’s internationalisation, deploying the necessary IT applications
and services based on solid infrastructure, in the countries where FCC has a
productive presence.

The main functions of ITS are:

— Managing the Group’s technological resources and keeping them updated.

— Defining the business process information needs and setting priorities with users.
— Guaranteeing that systems are suited to the management information needs.

— Supporting projects for improving the business processes for which the division is
responsible.

— Guaranteeing that users have adequate technological support.

— Implementing the proposed safety measures to guarantee the confidentiality, integrity
and availability of information systems.

— Managing the area’s suppliers.
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Additionally, Information Security and Technological Risk Management is responsible for
Information security and for managing risks related to the processing of FCC Group’s
information assets. Its function is to foster Information Security, promoting good
corporate governance by means of adopting the most highly accredited international
security standards. This goal will be sought by implementing an Information Security
Management System (ISMS) according to ISO 27001. In this model, the risk analysis of
the information assets administered by FCC Group assumes a relevant position, as an
evaluation item prior to the deployment and management of risk mitigating measures.
Information Security and Technological Risks Management is integrated in the ITS
organisation chart with the following functions:

— Preparing on a triennial basis FCC Group’s Information Security Strategy Plan and
following up on compliance therewith from time to time.

— Coordinating with the FCC Information Security Committee and supporting it in the
performance of its functions, as well as setting the common strategies on the security
of assets for all the Group’s business division committees.

— Defining the corporate information security policies and checking from time to time
that they are being met.

— Establishing the risk analysis and management guidelines and defining the method
to be applied.

— Coordinating with the different business areas to ensure regulatory compliance in the
field of personal data protection.

— Defining and implementing internal controls to verify the proper compliance with the
corporate information security policies.

— Reviewing from time to time the efficacy of the Information Security Management
System, as well as measuring the efficiency of the internal controls that are
implemented.

— Performing internal audits of the Information Security Management System according
to planned intervals.

The goal of the Purchase Department is to provide a purchase service that satisfies
internal customers and contributes to increase FCC's negotiating capacity, in keeping
with principles of the Strategic Plan and the Group’s general policies. In February 2015
FCC Group’s Board of Directors approved the creation of a Group Purchase Centre,
acting as the parent for the different activities to carry out negotiations, procurement and
control of the purchase of materials and services, always seeking the best conditions for
the company and optimising the planning of works and/or subcontractors, resources
and controlling budgets and results. The Purchasing Department works together with
the business units to:

— Identify and establish the Group’s value creation levers, contributing to business
returns.

— Collaborate in establishing policies and procedures enabling the integrated
management of the Group, creating synergies and building up a corporate culture
based on FCC'’s historical values.

State whether any of the following elements exist, in particular in relation
to the process of preparing financial reports:

Departments and/or mechanisms entrusted with: (i) designing and reviewing
the organisational structure; (ii) clearly defining the lines of authority and
responsibility, with an adequate distribution of tasks and functions; and (iii)
ensuring that sufficient procedures are in place for their proper dissemination
in the company.

As defined in the new Rules of FCC’s Board of Directors, the highest level of
responsibility for the design and review of the organisational structure and the
definition of the lines of authority and responsibility is done by the CEO supported by
the Executive Committee, and ratified by the Board of Directors. These Rules define
the responsibilities attributed to each of the Board Committees, together with the
organisational structure of each Committee.

The CEO and the Executive Committees determine the distribution of tasks and
functions, ensuring that everyone’s powers are adequately known, in order to ensure
that there is a proper separation of functions and efficient communication between
them, including those related to personnel involved in the drawing up of the Group’s
financial reports.
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The Appointment and Remunerations Committee proposes the appointment of senior
executives with the most suitable profile for their duties and functions. Additionally, it is in
charge of overseeing the remuneration policy established by the Company is observed
and, in particular, it proposes the remuneration policy for Directors and senior executives
to the Board of Directors. In 2015 this Committee was composed of four non-executive
directors, two independents and two proprietary directors, and it met

on eleven occasions.

The CEO is entrusted with defining the lines of responsibility and authority and

each Corporate Department must define its organisational structure and its lines of
responsibility. The process to determine the organisational structure is regulated by
the Group’s General Standards Manual in section 10, which regulates the bodies
directly reporting to the Board of Directors, the distribution of the Group’s management
functions and the appointment of senior executives.

Furthermore, the Human Resources area has been taken up by the General
Organisation Management and is in charge of updating and reviewing, with the
support of the relevant departments, both the Group’s organisational structure and

its organisation chart. The detailed organisation chart of all the Group functions is
published on the Company intranet. Accordingly, the HR area launched a project to
modernise the reporting and HR management system; implementation was completed
in Spain in 2014 and there are plans to re-boost the project in 2016 so that it may be
implemented internationally. Among other goals, this project is meant to clearly define
the organisational structure and the lines of responsibility in order to optimise the
distribution of tasks and functions.

Additionally, within the new regulatory block which is due to be approved by the Board
of Directors in 2016, the Regulatory Compliance Policy includes a specific section
related to responsibilities in the Financial Reporting Internal Control System (FRICS), as
described below:
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The Financial Reporting Internal Control System must provide Management and the
Audit Committee with reasonable security as to the reliability of the financial reports
submitted to the Board for approval, which is publicly disclosed from time to time to the
regulators and the market. To ensure this, this policy and system are established, based
on the existence of different assurance levels. To this end, the main activities of the third
level of internal control related to Financial Reporting Internal Control and the compliance
or assurance thereof are the following:

1.

Responsibilities of the General Administration and Finance Department:

e Assuming high level executive functions in the management of the Financial
Reporting Internal Control System.

e Executing control activities related to the preparation of local financial reports.
e Executing control activities in relation to the consolidation sub-process.
Responsibilities of the Risk Management Department:

¢ Methodological support for the identification and evaluation of risks in the financial
reporting process.

e Support in the identification of controls and the design thereof.

¢ Annual evaluation of the operation and global effectivity of FRICS, analysing
whether the system is capable of detecting or preventing risks with a significant
impact on the reliability of financial reporting.

Responsibilities of the Internal Auditing Department:
* Reviewing the internal and external financial reporting.
e Control activities related to the monitoring of external auditing.

* Review from time to time of the operation and effectiveness of controls on the
FRICS.

Responsibilities of the General Finance Department (Stock Markets and
Investor Relations):

e Executing control activities related to the disclosure to the markets of the relevant
financial and non-financial information established by Law.
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5. Responsibilities of the General Communication and Corporate Social
Responsibility Department:

e Executing control activities related to the Group’s external and internal
communications, both in Spain and in the international companies, institutional
relations, brand and corporate image management, advertising and social
corporate responsibility policies. It is responsible for establishing the corporate
social responsibility procedures for the proper dissemination of the organisational
structure and lines of responsibility.

Code of conduct, approval body, degree of dissemination and instruction,
principles and values included (indicating whether there are specific references
to the recording of operations and the preparation of financial reports), body in
charge of analysing breaches and proposing corrective actions and penalties.

FCC Group has a Code of Ethics, the latest version of which was approved by the
Board of Directors on the 27 February 2012, regulating the principles that must
guide the Group’s conduct and is compulsory for all employees and third parties who
voluntarily accept its application.

The Audit and Control Committee, according to article 37 of the Rules of the Board of
Directors, has among its powers that of ensuring that the internal codes of conduct

and the rules of corporate governance comply with the regulatory demands and are
appropriate for the Company, as well as reviewing compliance with reporting obligations
by the persons subject to those codes and rules of governance.

In this respect, at the end of 2015 FCC Group’s Internal Audit Committee established a
workgroup for the project of updating a new Code of Ethics and Conduct for the Group,
with the involvement of the General Internal Audit and Risk Management Department,
the General Organisation Department and the Secretary General. FCC Group considers
that only the strict observance of these types of regulations can prevent significant legal
and economic risks for the organisation and all the parties involved: clients, suppliers,
shareholders and the Company itself (protection of people and the environment). Only in
this way can we safeguard the social acceptance of our economic activities and we can
increase the value of the Company in a durable manner. This project contemplates the
following measures, among others:

w
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* The adoption of the latest best practices established by various domestic and
international agencies.

e The incorporation of conducts that the employees must identify as being prohibited
and risk conducts that if carried out may entail committing offences or crimes that
could lead to criminal liability of the legal person.

* The establishment of a new training and communication plan at all the levels of the
organisation.

¢ The establishment of new acceptance mechanisms and periodic compliance
commitments for the risk holders and controls identified in the risk maps.

e The establishment of specific Code of Ethics compliance responsibilities in respect of:

The Board of Directors, senior management and specific committees.

Senior executives.

Middle managers and the rest of the employees.

Suppliers.

Other stakeholders or parties involved.
* The establishment of the compliance structure:

— Preventive: regulatory compliance function and compliance committees in the
business units.

— Detective: Response Committee and Whistleblowing Channel.

The FCC Group Code of Ethics is a tool to guide actions in corporate, environmental
and ethical issues of particular importance.

The guidelines for conduct set down in the Code of Ethics refer to basic behaviour
principles, relations with and between employees, internal control and fraud prevention,
commitment with the market, the Company and the community.
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The FCC Group Code of Ethics includes a chapter that is closely related to control over
the preparation of financial reports called “Internal control and fraud prevention”, which

” o«

deals with the following topics: “Manipulation of information”, “Use and protection of

assets”, “Protection of Intellectual Property”, “Bribery and Corruption” and “Money
laundering and irregular payments”.

FCC Group communicates and disseminates the Code in the Company so that it may
be known by all the employees, and there is even an online training tool. During 2015 an
adherence to the Code of Ethics campaign was conducted whereby employees have
declared that they are aware of, understand and assume the principles and guidelines
included in the Code. 2,554 adherences were recorded during this period.

Additionally, as part of the Welcome Manual, all new employees are informed of the
Code of Ethics and of the obligation of complying with it, and they are furnished with
a copy of the code together with their contract. New employees sign a receipt, which
includes the commitment of complying with the principles set out in the Code.

The Code of Ethics is also published on the Group’s corporate website so that anyone
can access it.

As a result of the incorporation of criminal liability of legal persons to the Spanish Criminal
Code in 2010, FCC Group carried out a comprehensive study of the identification of

the controls needed to mitigate the risk of employees committing any of the crimes
incorporated following the reform. As a result of this process, FCC Group has:

e A priority offence or crime catalogue identifying risk conducts related to offence or
crime, the existing control environments, control failures, risk holders and controls,
risk materialisation indicators, the purpose of which is to prevent the risk of
committing any offence or crime related to the legal person, reducing the likelihood of
occurrence.

e A Crime Prevention and Response Manual that defines the response protocols if an
offence or crime is committed, creating the Response Committee and structuring the
Whistleblowing Channel.

In addition, and in response to the reform of the Spanish Criminal Code approved

in July 2015, the General Internal Auditing and Risk Management Department has
been working on strictly monitoring the evolution of the amendments contemplated in
the reform and their repercussion on legal persons, with the purpose of adapting the

Criminal Compliance Risk Map and improving FCC Group’s control environment in light
of the possible occurrence of offences or crimes. The following aspects have been
analysed, among others:

— The changes it represents in respect of the liabilities of senior management,
administrators and directors, in keeping with the reform of the Capital Companies
Act.

— The growing importance of Compliance Programmes within the organisation and the
consideration that the legal person and the administrators may be exempted from
criminal liability due to the existence of those systems, if their efficacy is proven by
an autonomous body within the organisation that is entrusted with the function of
supervising the control environment.

— The need of supervising, monitoring and controlling these programmes by a body
with autonomous powers to take the initiative and control the reviewed unit.

— The new types of offence or crime from which liability arises for the legal person.
— The extraterritorial nature of some types of offence or crime.

In addition, the international nature of FCC Group has required the analysis of
requirements regarding corruption, bribery and money laundering established by
international bodies and by some of the main countries where FCC Group performs
its activities.

On the other hand, in September 2014 the Fiscal Code of Conduct was approved by
FCC Group, which is applicable to all the employees of FCC Group and has the goal
of establishing the policies, principles and values that should guide tax behaviour within
FCC Group. Said code shows the obligations that are to be met by employees with
responsibilities in FCC Group’s tax area:

— Follow the applicable tax regulations in each jurisdiction, based on sufficiently
reasoned and reasonable interpretations and sufficiently verified facts.

— Respect FCC Group’s “Tax Area Control Framework rule”, as well as the specific
procedures for communication, action and review in the tax area.
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— Ensure that the relevant decisions in the field of taxation are supervised by the
Group’s senior management and are duly supported, based on a global, integrating
approach that takes into account the various business variables and the possible
risks that are implicit.

— Develop and foster a relationship of transparency and mutual trust with the tax
authorities of each country.

— Participate actively in the tax forums of the employer associations and international
organisations to which FCC Group belongs, in order to propose specific tax
measures geared to attaining a fairer and more harmonised tax system, both for the
interests of the Group and for those of society at large.

Whistleblowing Channel, which allows financial and accounting irregularities to be
reported to the Auditing Committee, as well as possible breaches of the code of
conduct and irregular activities within the organisation, stating, as the case may
be, the confidential nature thereof.

The people in connection with the Code of Ethics are under the obligation to report any
breaches thereof, and for said purpose they can use the established ethical channels
and procedures confidentially, in good faith and without fearing retaliation. FCC Group
has established a general communication procedure for matters related to the Code of
Ethics which is described here in this Whistleblowing Channel section, which allows the
reporting, confidentially, in good faith and preferably named, of any behaviours contrary
to the Code of Ethics that may be observed. The communication routes forming the
basis of the Whistleblowing Channel are:

— An html page in the Group’s Intranet: internal communication channel.

— Mail sent to Apdo. de Correos 19312, 28080-Madrid, managed by the Chairperson
of the Response Committee.

— Email addressed to comitederespuesta@fcc.es, managed by the Response
Committee.

The body in charge of analysing possible breaches is the Response Committee, which
also establishes the system to propose corrective measures and, if it considers it
necessary, penalties.

The Audit and Control Committee, according to article 37 of the Rules of the Board of
Directors, has among its powers the reception from time to time of information from the
Response Committee on the performance of its activities and the operation of internal
controls. This committee reports to the Audit and Control Committee via its Chairperson,
the General Manager of Internal Audits. The functions of this committee are to ensure
the proper operation of the communication channel that has been established, valuing
possible improvements of the controls and systems established by the Company,
processing communications so that they can be solved, promoting the awareness of
the Code of Ethics, and regularly preparing reports on the level of compliance therewith.
In order to guarantee confidentiality, communications are received centrally by the
General Manager of Internal Auditing and Risk Management, the General Manager of
Organisation, the General Manager of Legal Counsel and the CSR manager, who are the
members of the Response Committee, the body in charge of this procedure.

The Response Committee values the admissibility of the communication that is
received, according to a preliminary review of its contents, placing on record the
reasoned decision it makes. In any case the documentation that is generated shall be
filed, pursuant to both the internal regulations for its functioning and the Spanish Data
Protection Act, and if the case is accepted, a file will be opened, the contents of which
will be included in the Whistleblowing Management System. Accordingly, the Crime
Prevention and Response Manual is being reviewed with a triple objective:

— The incorporation of new requirements based on the reform of the current Criminal
Code.

— The adaptation to FCC Group’s organisational model and the redefinition of functions.

— The incorporation of the changes resulting from the future entry into force of the
Whistleblowing Management System.

In respect of the last item, during 2015 progress has been made in the definition,
development and implementation of a tool to support the Whistleblowing Management
System, which makes it possible to guarantee that the reports received through the
channels established in the Crime Prevention and Response Manual are managed
according to what is established in the manual, guaranteeing confidentiality and the
traceability of information and that all actions carried out are documented, in turn
guaranteeing that the legal requirements established in the Spanish Data Protection
Act (LOPD) are met.
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Additionally, during 2015 a single evaluation model was established from the preliminary
inquiry of the complaints received, homogenising both the aspects that are to be
evaluated and their scale of valuation, with the goal of ensuring the coincidence of
criteria among the corporate areas receiving complaints when it comes to opening an
inquiry process, allowing responsible and diligent decision-making in respect of the
objectives to be met by the Whistleblowing Channel.

Training and periodical refresher programs for the personnel involved in the
preparation and review of financial reports, and in the evaluation of the ICFR
system, covering at least accounting standards, auditing, internal control and risk
management.

Training at FCC is not a social benefit but rather it is a tool to help the Company grow,
and enables employees to grow with it. The main goals of training at FCC are:

— To obtain better performance and efficiency from personnel in the performance of
their functions and the functioning of the Company.

— To achieve personnel career development goals.

Work has been done during 2015 on the definition and implementation of a simple
competence model, enabling the integrated management of all the key people
development processes.

During the year 2015, the Risk Management Department and the General Manager

of Internal Audit and Risk Management provided training in relation to Internal Control

in Management Committees of the various business units, on aspects related both to
managing business risks and to managing criminal compliance by virtue of the latest
reform of the Spanish Criminal Code. Specifically, the Risk Management Department
was present at several Management Committee meetings in the year 2015. During 2016
courses related to the updating of FCC Group’s Code of Ethics are scheduled.

In addition, FCC Group’s General Administration Department and the Human Resources
area jointly develop training plans for all the personnel involved in the preparation of

the Group’s financial statements. This Plan includes the permanent updating of the
regulations affecting financial reporting and internal control in order to guarantee the
reliability of financial reporting, providing professionals at FCC with the necessary
know-how and tools to optimise financial decision-making at all levels and in all the

departments, developing their analytic capacity and their understanding of the impact
of business decisions on the Company’s financial statements.

In 2015, as part of the Crosscutting Training Plan, the Management School included
training for the management team in Corporate Finance, Economic Environment,
Financial Management, Business Law, Sales and Marketing Management, Financial
Management, Analytical Accounting, Technology and Innovation, Human Resources
Management, Operations Management, Planning and Control Management, Taxation,
Business Strategy, International Management and Mergers and Acquisitions.

Also the Corporate Processes School includes training in Finance for non-financial

staff, Self-training in Accounts and Financial Excel spreadsheets, International Financial
Reporting Standards (IFRS) and International Accounting Standards (IAS), Headquarter
Quiality Systems, Adaptation to the new ISO 9001:2015 Standard, Support in preparing
the Certified Internal Auditor Exam, Advanced Secretarial Technigues, Archive and
Documentary Management Techniques, Promotion and Management of Equality and
Non-discrimination, Analysis and Decision-making, Efficient Commmunication, Team
Development, Management by Objectives, Change Management, Leadership, Motivating
Others, Negotiating, Negotiating according to the Harvard Method, Management focused
on Result, Planning and Organisation, Decision-making, Teamwork, Strategic Vision,
Train the Trainers, International Business Relations, Office skills, Microsoft Access, Excel,
PowerPoint, Excel and Word.

Additionally, in 2015 Senior Executive Leadership courses were provided, conveying
the major values that must be present in the daily work of any management team in
FCC Group: leadership, teamwork, developing potential, negotiating and integrity.

During the year 2015, 359,077 training hours were provided, the majority externally, of
which 12,163 hours (3.39%) were for acquiring, updating and recycling economic and
financial knowledge including accounting and auditing standards, internal control and
risk management and control, as well as other regulatory and business aspects that
must be known for the suitable preparation of the Group’s financial reports, benefiting
approximately 1,298 people.
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F.2 Evaluation of financial information risks e Aggregate analysis of the risk level assumed by each business unit at every given
moment to ensure that the risk level accepted and approved by the Board of
Report, at least, on: Directors is not exceeded.
F.2.1 What are the main characteristics of the risk identification process, including error * Making decisions on risk treatment.

or fraud, in respect of:

Whether the process exists and is documented.

As part of the new regulatory block that is to be approved by the Board of Directors,
the Risk Management Policy defines a risk management and control model based

on the existence of three levels of risk management. The first and second level of risk
management is located in the business unit itself, which as part of its activity originates
FCC Group’s risk exposure.

The first risk management level is carried out by the business unit’s operating lines,
which are responsible for managing, monitoring and adequately reporting the risk that

is generated, which must be adjusted to the authorised risk appetite and risk ceilings.
To meet this function, this first risk management level must have the means to identify,
measure, manage and report the risks that are adequately assumed. Below are some of
the first level activities related to Risk Management:

e Drafting of Risk Materialisation Reports every four months.

e Assuming executive functions in the assurance of vertical or individual risks in
projects or the response thereto.

e Assuming responsibilities in its management of vertical or individual risks in projects.
e |mplementing responses to risks on behalf of Management.

The second internal control level is made up by support, risk control and supervision
teams within the business unit. This second level oversees the effective control of risks
and ensures that these are managed according to the defined risk appetite level. Below
are some of the second level activities related to risk management:

e Drafting of the initial Risk Map at the time of bidding for a new project.

e Monitoring the Risk Materialisation Reports exceeding the materiality allocated to
each business unit.

e Assuming executive functions in the assurance of crossover risks or those applying
to the entire business unit or the response thereto.

e Assuming responsibilities regarding own management of crossover risks or those
applying to the entire business unit.

The third risk management level includes the corporate functions located outside the
business unit and hence independent from it. The most relevant corporate function in
the risk management process is performed by the Internal Audit and Risk Management
Department, which reports directly to the Audit Committee and assumed two distinct
functions: the risk management function and the internal audit function.

The risk management function is responsible for carrying out the suitable coordination
of the entire risk control and management process, reporting any incidents found and
centralising and transmitting the best practice in this area. Below are some of the
activities performed by the risk management function in the third level of Internal Control:

e Developing the risk management strategy so that it may be approved by the Board.
® Proposing the accepted risk level to the Board for approval.

e | eading the implementation of the Risk Management System.

e Assisting in the identification and evaluation of risks.

e Advising Management on the treatment of identified risks.

e Collaborating in the coordination of risk management.

e Collaborating in the implementation and maintenance of the framework for the
business risk management and policy, supporting the Board through the Audit
Committee.

® Preparing aggregate risk analyses and reports.
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¢ Coordinating the risk management activities, ensuring that there are homogeneous
criteria in each business unit.

* Providing assurance in respect of the risk management processes and the correct
evaluation thereof.

e FEvaluating the preparation of key risk reports by the business unit and reviewing the
management thereof.

¢ Providing assurance in respect of the correct evaluation of key risks.

Subsequently, the internal audit function, as the last line of defence and acting as the last
layer of control, evaluates from time to time the compliance with policies and procedures
and checks that they are effectively implemented. Below are some of the activities of the
third internal control level that are carried out by the internal audit function:

¢ Reviewing compliance with the risk management process.
¢ Reviewing the management of key risks.
¢ Reviewing the effectiveness, efficacy and efficiency of the controls.

e FEvaluating the risk management processes, including the supervision of controls and
procedures.

e FEvaluating from time to time and independently the effective performance of the
activities entrusted to the risk management function.

e Keeping the compliance function informed of any circumstances found within the
internal audit function with regulatory implications.

Within each specific function, at each level there must be the sufficient and necessary
independence to allow the adequate operation of the Risk Management Corporate
Governance System.

Above the lines of defence, the board committees and the executive committees of risks
both in the corporation and in the business units, take care of the suitable management
and control of risks from the highest levels of the organisation.

These risk maps take stock of the identification of the main risks of the business areas,
together with the controls established by Management to mitigate the effect of said
risks and the assessment, in terms of likelihood of occurrence and their impact on the

financial statements of the area being analysed. Therefore, with support from the risk
managers in the different business areas, the Group’s Management is being guided in
a process of redefining and improving those risks, including the risks related to financial
reporting and the preparation of those reports, both in terms of the definition and the
allocation of responsibilities in risk management in the field of operations and in the
preparation of procedures and methods, which include:

— Identifying the key risks for FCC Group according to the potential threat they
represent for achieving the objectives of the organisation.

— Risk evaluation. The risk evaluation scales are defined in terms of the potential impact
they could have if they were to materialise and the likelihood that they will occur.

— ldentifying the key control activities to mitigate those risks.
— ldentifying the risk holders.

— Allocating control responsibilities.

— Establishing key risk indicators.

— From time to time, the management of each business area analyses, together with
the Risk Management Department, what risks have materialised in each of the Group
areas, reporting it to the Audit and Control Committee.

Additionally, and once the model has been fully implemented, for risks exceeding the
accepted risk level for each of the sectors of activity, the necessary action plans are
established with the possible corrective measures to ensure their critical levels fall within
the accepted risk level. These action plans include the necessary actions to reinforce
existing controls and they may even incorporate new controls.

Each business unit fills in the Risk Materialisation Report (RMR), identifying the different
types of risks that have materialised including:

— ldentification and description of the risk that has materialised.
— Reason and cause of the materialisation of risks.

— Economic impact that has materialised, been incurred or accrued, the effect of which
has already been recorded on the organisation’s financial statements and regarding
which Management cannot do too much.
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Economic impact that has materialised and is yet to be incurred or accrued, the
effect of which on the Group’s financial statements may be mitigated by the business
area Management or by establishing specific action plans. Said impacts are identified
as deviations from the strategic plan in the planning tools of each one of the business
areas.

General controls or procedures in force.
|dentification of failed controls.
Risk materialisation indicators.

Risk holders or people responsible for risks.

The Risk Materialisation Reports are received and analysed by the General Internal
Auditing and Risk Management Department, after which it will provide the necessary
related guidelines, with the goal of collaborating with Management and carrying out the
pertinent action. At present, the Group’s General Internal Auditing and Risk Management
is guiding the business units in the adequate identification of existing control activities
under COSO, 2018 principles, as well as in the identification of the most effective risk
materialisation indicators.

In respect of the risks arising from the criminal liability of the legal person:

1.

At the time of including criminal liability of the legal person in the 2010 Criminal

Code, the Board of Directors carried out an in-depth study on the identification of the
necessary controls to mitigate the risk of an employee committing any of the crimes
included in the reform. The following work was carried out:

— Study of the FCC Group internal control general framework: components of the
control environment, risk management, control, reporting, communication and
supervision activities; especially focuses on all the existing protocols on the use of
information technology at FCC and on its policy on the use of technological means
and its IT security policies, among others.

— Identification of the relevant crimes that may be applicable in FCC Group’s
business environment, especially in the fields of ethics and integrity, segregation of
functions, and authorisations of payments, among others.
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Assessment of the risk of each of the identified behaviours materialising, in terms
of impact and probability.

13

Identification and setting priorities regarding the main controls and actions aimed
at preventing, detecting, punishing and correcting said behaviours.

Evaluation of the strength of the controls and key actions.

Identification of areas of improvement for the management of the risk of crimes
being committed and the establishment of specific action plans.

As a result of this process, FCC Group prepared a catalogue for crime prioritization
and the Crime Prevention and Response Manual, which also defined the response
protocols in the event of offences or crimes.

2. In addition, and in response to the reform of the Spanish Criminal Code approved
in July 2015, the General Internal Auditing and Risk Management Dept. has been
working on strictly monitoring the evolution of the amendments contemplated in the
reform and their repercussion on legal persons, with the purpose of adapting the
Criminal Compliance Risk Map and improving FCC Group’s control environment in
the light of the possible occurrence of offences or crimes. The following aspects have
been analysed, among others:

The changes it represents in respect of the liabilities of senior management,
administrators and directors, in keeping with the reform of the Capital Companies
Act.

The growing importance of Compliance Programmes within the organisation and
the consideration that the legal person and the administrators may be exempted
from criminal liability due to the existence of those systems, if their efficacy is
proven by an autonomous body within the organisation that is entrusted with the
function of supervising the control environment.

The need for supervising, surveillance and control of these programmes by a body
with autonomous powers to take the initiative and control the reviewed unit.

The new types of offence or crime from which liability arises for the legal person.

The extraterritorial nature of some types of offence or crime.
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In addition, the international nature of FCC Group has required the analysis of
requirements regarding corruption, bribery and money laundering established by
international bodies and by some of the main countries where FCC Group carries out its
activities.

The process, based on previously reported information, will lead to the Group’s
Consolidated Risk Map. In summary, the main characteristics that will define the
Integrated Risk Management Model in FCC Group, once the new group of corporate
governance standards, risk and compliance management are approved and it is fully
implemented, will be the following:

— Preventing and controlling the risks that may affect achieving the goals set by the
Group;

— Ensuring compliance with the legal regulations in force and with the Group’s
standards and internal procedures;

— Guaranteeing the reliability and integrity of the accounting and financial reports.

Whether the process covers all the financial reporting objectives (existence and
occurrence; integrity; assessment; presentation, breakdown and comparability;
and rights and obligations), whether it is updated and how often.

The operational risks identified in the risk map include the risk of reliability of the
economic and financial reports affecting each one of the business areas. For the
global assessment of this risk, the risk of errors in the financial reporting in each of the
business areas analysed, to cover all the objectives of the financial reporting, mainly
the registration, integrity, cut-off of operations, homogeneity of the reports, validity and
assessment, are generally considered.

Given the singularity of the reporting risks and how important it is for FCC Group to
adequately control this type of risks, the new Risk Management System incorporates
reporting risk as an independent category in the risk maps, with reference to the risks
associated to internal and external financial and non-financial reporting and covering
aspects such as reliability, opportunity and transparency.

The existence of a process to identify the consolidated group, taking into account,
among other aspects, the possible existence of complex corporate structures,
shell companies or special purpose companies.

FCC Group has a register of companies that is permanently updated, which includes all
of the Group’s holdings, whatever their nature, whether they are direct or indirect, as well
as any companies that the Group is able to control regardless of the legal form of said
control, therefore including both shell companies and special purpose companies. This
companies’ register is managed and updated according to the procedures regulated

by the Group’s Economic and Financial Manual. The Corporate Intranet includes

an individual file for each company with all the relevant information on each of the
companies: shareholders, company purpose, governing body, etc.

Each of the areas into which FCC Group is organised is responsible for maintaining

and updating the scope of consolidation corresponding to its area of activity. The
Consolidation and Accounting Standardisation Department keeps the database
updated in the Corporate Intranet mentioned in the preceding paragraph, as well as the
Economic and Financial Manual in relation to the list of the Group companies within the
scope of consolidation, based on the data provided by the business areas. Additionally,
controls are carried out from time to time on the proper accounting of the companies
included in the scope of consolidation.

Whether the process takes into account the effects of other types of risks
(operating, technological, financial, legal, reputational, environmental, etc.) to the
extent they affect the financial statements.

FCC Group’s global risk management system, following the best business practices in
this field and applying the COSO method, has categorised risks as follows:

e Strategic. These are risks considered to be key for the organisation and hence
managed on a proactive and priority basis. Should these risks materialise, they
seriously jeopardise the attainment of strategic goals.

e Operating. These risks are related to operations management and the value chain of
each one of the business areas and the protection of assets in the event of possible
losses.

e Compliance. These are risks affecting internal or external regulatory compliance.
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¢ Financial. Risks associated with the financial markets and with the generation and
management of cash.

¢ Information or reporting. These risks have to do with internal and external financial
and non-financial reporting and cover aspects such as reliability, opportunity and
transparency.

What company governance body supervises the process?

The financial reporting risk identification process is supervised by the Audit and Control
Committee via the General Internal Auditing and Risk Management, as part of its
function of supervising FCC Group’s internal control and risk management systems, as
provided in Article 37 of the Rules of the Board of Directors.

®© 00

The model relates the objectives to the risks that could prevent the execution thereof
and to the control activities necessary to ensure that the response to these risks is
suitable and that the proposed objectives are reached:

OBJECTIVES => RISKS => CONTROL ACTIVITIES

The controls and internal control activities are meant to verify that policies and
procedures are met. The purpose of the internal controls and the procedures is to
guarantee that FCC Group has sufficient elements of judgment to provide reasonable
security regarding:

e The organisation’s transactions are to be duly authorised.
e The Company assets must be safeguarded from unauthorised or fraudulent use.

e The Company'’s transactions are to be duly recorded and filed to enable the

F.3 Control activiti ) i . ; : .
ontrofactivities preparation of financial statements according to the accounting standards in force,
. . o . - laying the foundations for the devel t of a high level d i trol system.
Disclose, identifying the main characteristics, whether you have at least: aying the foundations for the aevelopment ot a hign Ievel dynamic control system
The internal control activities are developed through the organisation, at all levels
F.3.1 Procedures for reviewing and authorising the financial reports and the description and in all the functions. They include a range of varied activities including approvals,

of the ICFR system, which are to be disclosed to securities markets, indicating
who is responsible for these, as well as for the documentation describing all of the
activities and controls (including those related to the risk of fraud) of the different
types of transactions that may materially affect the financial statements, including
the procedure for closing the accounts and the specific review of the relevant
judgments, estimates, appraisals and projections.

FCC Group is currently engaged in a process of implementing an Integrated Risk
Management Model, which when fully operational will allows the Group to appropriately
face the financial risks as well as other risks to which its activities are subject. This
integrated risk management model is geared towards fuffilling the following:

e Effectiveness and efficiency of operations.
e Safeguarding of assets.
¢ Reliability of the financial reporting.

e Compliance with applicable laws and regulations.

authorisations, verifications, reconcilements, reviews of operating functions, security

of assets, separation of functions, etc. They are focused on preventing, detecting,
penalising and correcting any possible risk behaviours that may take place in the
various levels and areas of the organisation. One same control activity may be geared to
preventing, detecting, penalising and correcting different risks within the same category,
but may also be focused towards more than one risk category, given the synergies

and interdependence between the various objectives of the Company. For each of the
control activities, an individual function must be designated within the organisation to
which the ownership of that control is allocated.

Control activities must be evaluated in terms of efficacy and efficiency. Because of

this, the Integrated Corporate Risk Management Model, scheduled to be approved by
FCC Group’s Board of Directors in 2016, contemplates the attainment of internal control
efficacy and efficiency objectives. This model is meant to mitigate the risks preventing
the accomplishment of the Strategy defined by senior management by making better
use of the resources at hand, in this way reaching the best specific internal control
environment for each organisation. Set out below are the main types of controls or
internal control activities according to the model:
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. Preventive controls: these provide reasonable security that only valid transactions

are recognised and recorded:

e Authorising or approval of transactions.

e Validating data prior to being processed.

e Double checking data entered into the system.
e Segregation and rotation of duties.

e |ncompatibilities.

e Reporting systems.

e (Clearly defined standards and procedures.

. Detective control: these provide reasonable security that errors and irregularities will

be discovered:

e Physical stock inventories.

e Use of pre-numbered documents.

e Comparing real data with estimates.
* Bank reconcilements.

e |nternal and external audits.

Below are the main control categories and activities of Internal Control:

1. Authorisation controls: procedures destined to the approval of the transactions that

are executed and of accesses to assets and procedures according to management
guidelines or with specific policies and procedures. Documents should be provided
for the authorisation. A system should be developed to prohibit non-authorised
processes.
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2. Controls based on the system configuration: these include the filters established

in the databases to protect information on inappropriate processes, according to
the organisations rules and policies, thereby controlling the integrity of the processes
for generating financial reports, allowing the detection and prevention of possible
erroneous results in such reports. These controls may be standard (incorporated

by default in the application) or tailor made (developed by FCC Group) and must

be contrasted prior to their implementation and backed by other types of controls
(authorisation, task diversification and internal auditing). Below are examples of these
types of controls:

e Limits on what is sent to process.

® Limits to risk tolerance.

e Agreement with established strategies.

e Results fluctuation margins.

e Validation and checking in respect of other data.
e Design of entry fields.

e Authorisation groups.

e Use of user identification parameters.

e Security configurations.

e Configuration options (for instance, system blocking).

After implementing this control category, a process should be developed to carry out its
maintenance and prove its efficacy.

3. Controls based on risk management reports: these include the generation of

reports addressed to the various managers designated following the supervision

of a process from the start to the conclusion. Said reports usually include the
infringements of the established rules occurring during the execution of the process,
or on other occasions they are limited to providing information on the process

(for instance, lists on how far back balances with clients go, etc.). For this control
category to be effective, it is necessary to take into account how often it is put
together and the monitoring of subsequent corrective actions.
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4. Controls on data dumping or interfaces: this comprises the transfer of information
data from one computer system to another, using manual and/or automated
methods, and the data dumping controls should be designed to ensure the precision,
exactness and integrity of the data transferred. These controls should be designed
to reveal any errors. The dumping process can be in one or two stages, go back and
forth between the two systems or just from one system to the other, and can relate a
new system with old systems or old systems with the new ones.

5. Controls on key performance indicators: these are financial and non-financial
measuring methods that are not chosen by FCC Group, applied from time to time
or permanently, which are used by risk management to analyse progress towards
achieving the set goals. The indicators that are relevant for the financial statements
must be defined, and their level of precision should be suitable for detecting
imbalances of a predefined amount or nature. Material fluctuations in the value of
indicators must be documented, as well as monitoring the actions carried out as a
result of certain fluctuations.

6. Management supervision controls: this supervision is carried out by someone
other than the person who prepared the information. In many cases it is a manager
controlling the work of a subordinate, but it will not be limited to this. The possibility
of mutual controls and peer reviews by colleagues is also contemplated. This
supervision should be sufficiently documented with dates, review summaries and
monitoring of actions carried out.

7. Reconcilement controls: a reconcilement is a control designed to be able to check
whether matters are consistent.

8. Task segregation controls: these comprise the separation of duties and
responsibilities to authorise transactions, keep assets in custody or to prevent
individuals from being in a situation to be able to make or conceal any errors or
irregularities.

9. System access controls: these limit the capacity of individual users or groups
of users in a computerised data processing environment. These controls must be
shown on the rights of access configured in the system.

During 2015, with the purpose of ensuring compliance with the best practices existing
in this field (COSO Ill), FCC Group’s General Internal Auditing and Risk Management

supervised the work done by the different business areas in the suitable identification
stage of the existing control activities. When the new group of standards related to
Corporate Governance are approved and the implementation of the Integrated Risk
Management Model is completed, it will be possible to improve the documentation

and to adequately develop and allocate all of the control activities to each of the critical
risks affecting the business, with the goal of detecting internal control shortfalls in which
specific action plans must be established for risks exceeding the accepted residual risk.
These action plans will include the measures needed to reinforce existing controls and
even incorporate new controls thereto.

At present, as part of the auditing of accounts, the external auditor evaluates the internal
control and there is also supervision by the Audit and Control Committee, via the
General Internal Audit and Risk Management Department, such that any internal control
weaknesses are transferred to the Audit and Control Committee via reports that include
the recommmendations considered necessary for correcting the weaknesses that are
identified.

As part of the improvement process of the Integrated Risk Management Model, there
are plans to develop a system providing traceability of goals, risks, controls, action plans
and compliance officers in relation to financial information reporting risks. This system
will contribute a report by the owners of the controls regarding the efficient functioning of
those controls and it will also provide a report of the risk owner in relation to maintaining
the risk within the threshold accepted beforehand by the Board of Directors.

On the other hand, the specific review of the relevant judgments, estimates,
assessments and projections used to quantify certain assets, liabilities, income,
expenses and commitments recorded and/or broken down in the Financial
Statements, is carried out by the General Administration Management, supported
by the rest of the General Managements. Any hypotheses and estimates based on
business developments are reviewed and analysed together with the corresponding
business departments. The main corporate procedures are included in the General
Standards Manual and in the Group’s Economic and Financial Manual. These
procedures include the closing of accounts and the maintenance of the accounting
plan. Also, the Group’s accounting managers are given instructions on how to record
operations that have not taken place previously in the Group, and these criteria are
included in the next update of the Manual.
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FCC Group furnishes financial reports to the securities market on a quarterly basis and
from time to time whenever relevant events that must be reported occur, in accordance
with the law in force. These reports are prepared by the Group’s General Administration
and Finance Management, which carries out certain control activities in the closing

of the accounts to ensure the reliability of said information. Once a financial report is
consolidated in a software application running in SAP environment, it is reviewed by
the Steering Committee, the General Internal Auditing and Risk Management and the
external auditor.

On the other hand, the Group’s Basic Standard for Internal Auditing establishes, among
the functions and attributions of the General Internal Auditing Management, the “review
of the (individual and consolidated) accounting information, the management reports,
and the financial reports disclosed from time to time to the markets, evaluating that they
are correct and reliable, their compliance with the law in force and the proper application
of the generally accepted accounting principles” and “suggesting internal control
measures enabling the compliance with the regulations in preparing and disclosing
financial reports”.

Last of all, the Audit and Control Committee informs the Board of Directors of its
conclusions on the financial reports that are presented so that, once they are approved
by the Board of Directors, they may be disclosed to the securities markets.

Article 10 of the Rules of the Board of Directors states the following with regard to the
specific functions in relation to the Financial Statements and the Management Report:

e The Board of Directors shall draw up the individual and consolidated Financial
Statements and the Management Report, so that they give a true and fair view of
the net worth, the financial position and the results of FCC’s operations, as provided
by law, following the favourable report of the Audit and Control Committee. Those
Financial Statements must first be certified for their integrity and accuracy by the
Managing Director of Administration and Finance.

e The Board of Directors, after studying the reviews mentioned in the item above, may
request any relevant clarifications from those who drafted them.

e The Board of Directors will particularly ensure that the above accounting documents
are drafted in clear and precise terms enabling an adequate understanding of
their contents. In particular, they must include any comments that facilitate such
understanding.

e Each member of the Board of Directors shall place on record that, prior to
undersigning the preparation of the financial statements required by law, he/she
has reviewed the report thereon that must be drawn up by the Audit and Control
Committee and, in general, the necessary information for this purpose, and such
member may place on record any remarks that are considered relevant.

e On a quarterly basis, the Board will review FCC Group’s accounts, following a report
from the Audit and Control Committee.

Likewise, article 11 of those same Rules establishes the following with regard to the
specific functions in relation to the Securities Market:

e The Board will perform the following specific functions in relation to the Securities
Market in the way provided in these Rules:

— The performance of any actions and the adoption of any measures required to
ensure the transparency of FCC for the financial markets.

— The performance of any actions and the adoption of any measures required
to foster the proper price formation of FCC shares, particularly avoiding
manipulations and the abuse of insider information.

— The approval and updating of the Internal Code of Conduct in matters related to
Securities Markets.

— The approval of the Annual Corporate Governance Report, as well as drafting the
Annual Report on Director Remunerations under the terms established by law.

Last of all, in Article 14, “Relations with Markets”, it is stated that the Board of Directors
will adopt the necessary measures to ensure that the financial reports it discloses from
time to time and any other information made available to markets is prepared according
to the same principles, criteria and professional practices as the financial statements
and is just as reliable as the latter.
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F.3.2 Internal control policies and procedures for IT systems (including, among others, — Information management policy.

security of access, control of changes, operation thereof, continuing operations,
separation of functions) supporting the company’s relevant processes in relation
to the preparation and disclosure of financial reports.

The policies establish the patterns of behaviour that FCC Group wants in place and
what the Board of Directors expects of those who are bound by them (employees and,
ultimately, third parties). FCC Group’s regulatory documents make up a hierarchical tree
structure. Each policy must have sufficient controls associated to guarantee from time to
time the fulfilment of the Board of Director guidelines. The following policy categories are
distinguished:

— Global/local policies: global policies are generally applicable in the organisation
regardless of geographical locations, whereas local policies are only for certain zones
or countries.

— Substantive or procedural policies: the former define patterns and the latter
establish the steps to be followed to meet those patterns.

FCC Group’s internal control model considers computer processes, which comprise
the IT environment, architecture and infrastructures and the applications supporting
business operations and the related financial accounting. The business processes

are supported by automatic controls implemented in the applications and manuals.
FCC Group applies an internal control model to the Reporting Systems and in particular
to the control of the systems supporting the Group’s financial statements, focusing

on guaranteeing the integrity, confidentiality, availability and reliability of the financial
reporting in the closing of accounts process and therefore of the information disclosed
to the markets. The following areas are considered to be a priority:

— Access to programs and data.

— Development and change management.
Operations management.

— Documentation management.

Within these four areas, the following controls of the applications supporting the financial
environment are considered particularly relevant:

— User management in the applications (registration-removal and modification).

— Information security policy.

— User role matrixes in the applications.

— Managing the demand for developments and functional changes.
— Managing the demand for infrastructure changes.

— Specification and approval of tests and acceptance by users.

— Specification of technical and functional requirements.

— Managing incidents.

— Managing Jobs.

— Operating contingency plan.

— Infrastructure back-up policies.

— Service level agreements and management thereof with third parties.
— Physical security of the Data Processing Centres (DPC).

It should be noted that the Company has a certified information security management
system, based on the ISO/IEC 27001 international standard, for the Construction, Water
and FCC Industrial business areas. This standard defines and establishes the principles
of functionality, security and responsibility, and it may be extrapolated to different areas
within the organisation.

FCC Group, taking stock of the importance of the security of the information it
processes, has developed a set of policies and standards allowing it to ensure the
confidentiality, integrity and availability of its IT systems. The aspects related to the
Internal Control over Financial Reporting are regulated in the Corporate Standard called
“Information Security.” This document defines the operating principles and the bodies
that are responsible for information security:

The CEO and the Management Committee will be responsible for:
e Establishing the general criteria for classifying and managing information assets.
e Approving:

— The Organisation and Security Management Model.

— The Classification and Information Assets Management Model.
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One of the fundamental principles governing the application of said standard is the

Principle of Information Integrity. Information management will be governed by policies,
standards, procedures and guides ensuring the confidentiality, integrity and availability
thereof.

FCC Group has in place a security model with the following structure and allocation of
roles and responsibilities:

e The Information Technology Committee is the highest body coordinating the
information security in the Group. This Committee is made up by nine members and
met weekly during 2015.

e |nformation Security:

— Information Security defines the security requirements of the projects developing
new applications and it successively validates the functionality of the mechanisms
and controls implemented in the applications before they go on to the production
stage.

— Information Security is integrated within the Change Management Committee with
the purpose of checking that the changes proposed for the IT infrastructure are
compatible with the security requirements established in FCC Group’s Information
Security Policy.

— Information Security uses a number of monitoring tools that analyse the operation
of FCC Group’s information systems, which are able to generate alerts in real time
whenever they detect possible security incidents.

Information security is evaluated from time to time. In this respect, Information Security
carries out the following audits:

— Regulatory compliance in the field of Personal Data Protection, every two years.
— Analysis of IT system vulnerability.
— IT systems intrusion tests.

Since 2011, FCC Group outsources the management of the technology infrastructures
of its information systems. The contract with the external firm incorporates a clause
ensuring the performance of services according to best market practices regarding IT.
This contract was amended in 2014 and a new supplier provides the service.

of activities outsourced to third parties, together with evaluations, calculations or
assessments entrusted to independent experts, which may materially affect the
financial statements.

FCC Group has not outsourced any relevant activities destined to execute or process
transactions that are recorded in the Group’s financial statements, with the exception
of the assessment of financial derivatives, the performance of actuarial calculations,
the performance of certain property appraisals from time to time, and technological
infrastructure management.

There is an internal procedure for the hiring of external advisors which require certain
levels of approval according to the sum involved, including, as the case may be,
approval by the Company’s CEQ. The results or reports from contracting in the
accounting, tax or legal areas are supervised by the heads of the General Administration
Management, the General Legal Consultancy Management and the General Internal
Auditing and Risk Management, or of other Departments if it is considered necessary.

As indicated under the preceding item, FCC Group has outsourced the management
services for its IT and telecommunication infrastructures. As part of the contract,
investments will be made with a view to standardising the architecture of FCC
systems, so that there are not any differences in terms of availability and integrity in the
environments managed by the companies making up the Group.

FCC Group has two Data Processing Centres in Madrid configured with high availability.
It also has implemented a Service Desk through which any incidents involving the
Information Systems are channelled. The following stand out among the projects carried
out:

e Full renewal of workstations where key personnel will have an automatic backup to
guarantee the availability of the information.

e Consolidation of global centres for operation services with standard tools.

¢ Implementation of a single telecommunications network (WAN) allowing the
homogenisation of user access capacity to the Group’s IT systems.
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As an internal control procedure to supervise the management of these outsourced
activities, a catalogue of services has been launched, managed with unified service
quality and measures according to pre-arranged Service Level Agreements (SLA).

Last of all, it should be noted that FCC Group has procedures in place for the
supervision of businesses in which it operates via corporate structures in which either it
does not have a controlling interest or they are not directly administrated by the Group,
for instance Joint Ventures (UTE).

®© 00

e Monitoring the new draft regulations being considered by the IASB, and the new
standards approved by said body, as well as the process of validation thereof by the
European Union, determining the impact they will have on the Group’s Consolidated
Financial Statements.

The Group’s Consolidation and Accounting Standards Department regularly informs all
those in charge of preparing the financial statements at the various levels in the Group
of the amendments in the regulations, clarifying any doubts that may arise, and it in turn
gathers the information required from the Group companies to ensure the consistent

F.4 Reporting and communication application of the Group’s Accounting Policies and to determine the impact of the
application of new accounting regulations. This Economic Finance Manual is updated
Disclose, identifying the main characteristics, whether you have at least: by the Administrative Coordination Division, according to the evolution of accounting
standards, and it is available on the Group Intranet (FCCnet) in the chapter called
F.4.1 A specific function to define and update the accounting policies (accounting “Regulations” and may be consulted by Group employees. Also, there is the possibility

policies area or department) and to solve any doubts or disputes arising from

the interpretation thereof, maintaining fluid communications with the operations
managers in the organisation, together with an updated accounting policy manual
that is communicated to all the units through which the Company operates.

The responsibility to apply the accounting policies of FCC Group is centralised in

the General Administration Management, to which the Group’s Consolidation and
Accounting Standards Department belongs, and its functions, among others, are the
following:

e Defining the accounting policies of the Group and including them in the Economic
Finance Manual.

e [ssuing the accounting standards applied in the Group.

e Solving doubts or disputes arising from the interpretation or application of the
Group’s accounting policies to any of its Companies.

¢ Analysing the individual operations and transactions that the Group has carried out
or those that are planned, to ensure that they are booked according to the Group’s
accounting policies.

for users to create alerts that inform them of any updates of the manual. Throughout
2015 several updates were performed according to the needs identified by the Group.

In addition, FCC Group’s General Internal Auditing and Risk Management details in its
Internal Auditing Plan, among the various functions included within its responsibilities,
that of providing, from an accounting regulation perspective, solutions to the technical
enquiries received from any of the business areas in which the Group operates.

In cases where the application of accounting regulations is subject to different
interpretations, the General Internal Auditing and Risk Management and/or the
General Administration Management may take part in the explanation to the external
auditor, stating the grounds on which the interpretation of FCC Group is based.
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F.4.2 Mechanisms for gathering and preparing financial reports with standardised

formats, to be applied and used by all of the units in the Company or the
Group, supporting the main financial statements and the notes to the financial
statements, as well as any financial reports on ICFR.

FCC Group has implemented a shared reporting system based on the application in a
SAP environment, which is meant, on the one hand, to meet the reporting needs for the
individual financial statements and, on the other hand, to standardise and systematise
the consolidation process of economic and financial reporting in the Group. This
application gathers, by reporting units, at a ‘company-sector’ level or as legal persons,
according to what is required, the information needed to put together economic and
financial reports, whatever their nature, whether internal or external, the latter involving
disclosures to public bodies and institutions. This tool manages to centralise in a single
system most of the information corresponding to the accounting for the individual
financial statements of the subsidiaries making up the Group. The system is centrally
managed and it uses a single accounting plan, and the information is automatically
loaded into this consolidation system from SAP.

The internal accounting policies, procedures and standards related to the account
closing, reporting and consolidation processes are described in the Group’s Economic
and Financial Manual, which also details the information that must be furnished for
consolidation purposes and defines the basic documents / forms to be used for that
purpose.

Additionally, for the annual close and in order to publish the annual financial report, the
General Manager of Administration sends out by email the plan for closing the year,
which includes a series of instructions for those responsible for providing the relevant
financial information. The Administrative Coordination Division will establish, clarify or
extend said instructions whenever it is required.

and it is obliged to prepare its consolidated financial statements according to the
International Accounting Standards (IAS) and the International Financial Reporting
Standards (IFRS) adopted by the European Union, as detailed in the Group’s Economic
and Financial Manual. This manual establishes, in its first chapter, the accounting

basis that should apply for FCC Group, enabling the preparation of the Group’s annual
consolidated financial statements, together with any other financial statements and
reports that are to be disclosed from time to time. In FCC Group’s subsidiaries, joint
ventures and associated companies, wherever what has been established cannot

be applied, the necessary information must be available in order to homogenise the
reporting by introducing the relevant adjustments, so that the resulting information
complies with the established criteria. In order to homogenise FCC Group’s economic
and financial reporting according to international standards, financial statement models
and a corporate accounting table have been developed, and these are also included in
the Economic and Financial Manual.

Another one of the procedures for gathering financial information is the implementation
of a tool in a SAP environment, which allows FCC Group’s Corporate Finance division
to compile the complete information of the entire FCC Group and its bank or non-bank
relations, such as financial lease companies or insurance companies, for the issuance
of guarantees for both domestic and international companies, provided that those
companies are consolidated by global integration or by the equity method.
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F.5 Supervision of the system's functioning — Comply with the Annual Auditing Plan, reporting from time to time on the evolution
thereof.
Disclose, identifying the main characteristics, whether you have: — Fulfil any other functions entrusted by the Audit and Control Committee.
F.5.1 The ICFRS supervision activities performed by the Auditing Committee, and The Internal Auditing area, in order to evaluate and ensure that the financial information

whether the company has an Internal Auditing function authorised to support

the Committee in its task of supervising the Internal Control System, including
ICFRS. Information will also be given on the scope of the ICFR system evaluation
carried out during the year and on the procedure whereby the person in charge
of performing the evaluation communicates the results, whether the company has
an action plan detailing any corrective measures, and whether the impact on the
financial reporting has been considered.

FCC Group’s Internal Auditing Basic Standards, in their third section, state that the
purpose of the General Internal Auditing and Risk Management is to provide the
Board of Directors, via the Audit and Control Committee, and the Senior Executives
of FCC Group, with whom it actively collaborates, with the effective supervision of the
Internal Control System, by exercising a unique and independent governance function
aligned with professional standards, contributing to Good Corporate Governance,
verifying the proper compliance with applicable regulations, both internal and external,
and reducing to reasonable levels the possible impact of the risks in achieving the
objectives of FCC Group.

The General Internal Auditing and Risk Management Department has the fundamental
mission of enabling the Audit and Control Committee to fulfil its functions and
responsibilities. To this end it is structured into two independent areas:

— General Internal Auditing.
— Risk Management and Compliance Department.
Through these it must:

— Assist the members of the Group’s Organisation, furnishing them with analyses,
recommendations, advice and information on the activities reviewed. Report any
incidents that are detected to Senior Management and recommend corrective
actions.

that is prepared is correct and suitable for FCC Group, has the entire FCC Group as its
scope in respect of:

¢ Reviewing the reliability and integrity of the economic-financial information, both
internal and external, by reviewing the (separate and consolidated) accounting
information, the Management Reports and the financial information disseminated
to the markets from time to time, evaluating that they are correct and reliable,
in compliance with the law in force, and that the generally accepted accounting
principles are applied correctly. Suggesting internal control measures to enable
compliance with standards for the preparation and disclosure of financial reports.

* Review of the systems and operations to check the compliance with the policies,
procedures and regulations approved by the Management, aside from compliance
with the laws in force, it must also check the sufficiency and effectivity of the internal
control systems, issuing suggestions for improvement.

e Checking that assets really exist and the systems guaranteeing the integrity and
safeguarding thereof.

* Reviewing the application and effectivity of the risk management and compliance
procedures.

e Supervising the work of the external auditors, asking for and receiving information on
any aspects related to the progress of the audits, acting as a communication channel
between the external auditors and the Audit and Control Committee, submitting the
conclusions of the review by the external auditors and, especially, any circumstances
that might jeopardise their independence. They shall also make proposals on the
appointment of the external auditors to enable the Audit and Control Committee to
meet its obligations with the Board of Directors.

e Supporting the different areas in their technical relations, control and monitoring with
external auditors.
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On the other hand, the Risk Management and Compliance Department, in order

to supervise the efficiency of the internal controls, evaluate their adequacy and
effectiveness, ensure the fulfilment of legal requirements and the evaluation and
improvement of risk management processes, has the entire FCC Group as its scope in
respect of:

— Coordinating and managing the implementation process of the Integrated Risk
Management Model in FCC Group, which will contribute to a significant improvement
of the Group's internal control, aiming to comply with the strategy it defines from time
to time.

— Reviewing the key procedures, ensuring the incorporation of sufficient controls to
enable the attainment of the goals set by the Board.

— Establishing a management system for compliance of regulations, together with an
architecture of responsibilities mitigating the criminal liability of the legal person.

The General Internal Auditing and Risk Management will act independently of the
management areas. A resolution of the Board of Directors, passed on 26 October 2004,
established that the General Internal Auditing and Risk Management is functionally
dependent upon the Audit and Control Committee and organically dependent upon

the Chairperson of FCC Group. The members of the General Internal Auditing and Risk
Management perform their functions independently, without sharing their responsibilities
with other management areas.

The Auditing Plan (prepared pursuant to the Basic Auditing Standards) follows the plan
given below:

Preparation
and
development
of the work
plan

Identified risks Identification

Hies @reeliiy Objectives with a of controls

in Internal
Auditing

to be achieved negative effect to mitigate
on the objectives the risks

The auditing plan does not include the tasks that may be carried out by the Internal
Auditing Departments of the FCC Group listed companies Cementos Portland

Valderrivas and Realia, notwithstanding the coordination tasks performed by the
different Internal Auditing Departments, with the purpose of reporting to the FCC Group
Audit and Control Committee the effect that the risks of said Groups may have on the
consolidated financial statements of FCC Group.

According to the 2015 Auditing Plan communicated to the Audit and Control Committee
on 27 February 2015, the General Internal Auditing and Risk Management has carried
out the following tasks in relation to the review of the Group’s internal control over
financial reporting system in a number of different areas:

1. Risk Management Department. Development of internal control, risk management
and coordination of compliance:

e Supervision and coordination of the risk maps of the business areas, with the goal
of furthering their use as a tool to control the Board’s compliance with FCC Group’s
strategy.

e Preparation and delivery for approval to the Audit and Control Committee of a
new regulatory block related to FCC Group’s governance, risk and regulatory
compliance. Said block comprises the following regulatory documents in relation to
the Financial Reporting Internal Control System that are scheduled to be approved
by the Group’s Board of Directors during 2016:

Corporate Governance and Internal Control System.
Zero Standard.

Risk Management Policy and System.

Regulatory Compliance Policy and System.

Criminal Compliance Policy and System.

e Introduction of the goals resulting from FCC Group’s strategy in each of the
business units, which are affected by the risks materialising in the risk maps.

e |ncorporation of new control activities on risk maps.

® Incorporation of risk indicators allowing the business units to identify risk
materialisations beforehand.

e Proposal of a liability structure in relation to compliance with internal control in
each of the business units.
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Review and update of the risk holder as the person responsible for keeping risks
within the levels accepted by the Board of Directors.

Incorporation of the concept of control holder as the person responsible for the
effective operation of each of the controls incorporated to the risk maps.

Design of a compliance form including both the effective operation of control
(control holder) and compliance with the accepted risk level (risk holder).

Monitoring of the update of the risk maps in each business unit, based on the
four-monthly risk materialisation reports, with the goal of ensuring at least the
annual updating thereof.

Relaunch of the business area risk committees.

Performance and monitoring of the risk action plans: these will be developed
jointly with the business areas, such that it will be possible to effectively implement
action plans for the critical risks that have materialised, as recorded in the Risk
Materialisation Reports. To this end there will first be a review and re-evaluation,
together with the business areas, of the procedures, controls and indicators
associated to these critical risks, so that the action plans are correctly leveraged
into the best possible analysis of how those risks are mitigated.

Introduction of documentary evidence of each one of the controls incorporated to
the Risk Map: related to the control activities, the identification, formalisation and
documentation of the information on the control holder, control frequency, type

of control (manual, automatic, semi-automatic), nature of the control (preventive,
detective) and detailed information on the necessary information to subsequently
check that activity. Incorporation of the concept of inherent risk.

Development of reporting risks as an independent category in business risk maps.

Monitoring of the production risk in process incorporated to the Materialisation of
Construction Risks Report.

Preparation of work on the minimum integrity of impacts included in the risk
materialisation reports and risk maps.

For the Construction area, monitoring of the amount incorporated as a production
in process risk.

e Review of the Crime Prevention and Response Manual:

Adaptation to new international rules and standards on governance, risk and
compliance.

Incorporation of new requirements based on the Reform of the Criminal Code.

Adaptation to FCC Group’s current organisational model and to the redefinition
of functions.

Incorporation of the entry into production of the Complaints Management
System.

* Proposal for updating the FCC Group Code of Ethics.

e | eadership, coordination and development of the Offence or Crime Priority
Catalogue in the business areas:

Evaluation and monitoring of the controls associated to unlawful criminal
behaviours in the business areas.

Development of risk indicators associated to unlawful criminal behaviours in the
business areas.

Design of the evaluation process and the monitoring of the control activities and
procedures associated to unlawful criminal behaviours in the business areas.

Proposal of an internal control compliance structure, together with a liabilities
structure in operation: establishment of a formal system for reporting or
certifying the internal controls incorporated to the risk maps, such that each
business risk takes responsibility for compliance with the accepted risk level.

e Managing the Whistleblowing Channel:

Preparation of a homogeneous preliminary investigation form for all the
members of the Response Committee that investigates what is reported
through the Channel, meeting the goal of ensuring the objectivity and equality
of procedures.

e Other work:

Self-diagnosis and evaluation of internal control in FCC Group.

Establishment of procedures for detecting criminal risks.
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2. General Internal Auditing. Development of internal control, risk management and
coordination of compliance:

Review of the information Systems supporting the Group and business area
processes (SAP Integra, Incorpora, Interesa, etc.).

IT auditing: There have been reviews of the security model defined in SAP/Integra
(the Group’s financial application) and Incorpora (the Payroll application), Auditing
according to ISO 27001 in the FCC Construccion and FCC Industrial areas, half-
yearly reviews of SAP Integra (the FCC Group financial system) and reviews of the
sick-leave process implemented in the Employee and Identity Management Master
Program.

Review of the FCC Environment models for estimating environmental provisions.

Whistleblowing Channel: receiving, conserving, investigating and solving, if
applicable, the complaints received through the Whistleblowing Channel.

Review of the internal control of the most significant provisions, judgments and
estimates that are necessary to obtain financial reporting.

Monitoring of the information disclosed to regulators, markets and analysts in
2015:

Annual financial report.

— Management reports.

Half-yearly financial report.

Quarterly reports.

Corporate Governance Report.

Monitoring of the preparation and auditing of the individual and consolidated
financial Statements of FCC, S.A., as well as of the half-yearly financial statements
reviewed by the external auditor.

Monitoring of the preparation of audited financial statements of the Group parent.
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Monitoring of the reporting requirements to financial entities resulting from the
Group’s refinancing process:

13

— Audited annual consolidated financial statements of the financing perimeter.

— Half-yearly consolidated financial statements subject to limited review of the
financing perimeter.

— Annual and half-yearly certificates of compliance with the financial ratios issued
by the external auditor.

Analysis and review of the goodwill of Group companies with indications of a loss
of value of assets.

Monitoring of the incidents and recommendations detected in the various audits of
Group companies.

Monitoring of the information provided by the external auditor and discussion of
the weaknesses and significant conclusions identified in the course of their work.

Monitoring of the external auditor’s independence.

F.5.2 Discussion procedure whereby the auditor (in accordance with what is provided
in the NTA), the Internal Auditing function and other experts may communicate
to senior management and to the Auditing Committee or Directors of the
company, any significant internal control weaknesses identified during the
process of reviewing the financial statements or any others entrusted to them.
In addition, report whether there is an action plan to correct or mitigate the
observed weaknesses.

Article 37 of the new rules of the Board of Directors of FCC establishes that the Audit
and Control Committee will have the following powers:

e |iaising between the Board of Directors and the Company’s external Auditor,
evaluating the results of each audit, with the following additional duties with respect
to the external Auditor:

— Making recommendations to the Board for the selection, appointment, re-

appointment and replacement of the external auditor, and the terms and
conditions of his engagement.
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— Receiving regular information from the external auditor on the progress and
findings of the audit programme, also checking that senior management are acting
on its recommendations.

— Discussing with the external auditors any significant weaknesses found in the
Internal Control System as a result of the audits conducted.

— Establishing the relevant relations with the external auditor in order to receive
information on matters that may jeopardise its independence, so that it may be
examined by the Committee, and any others related to the process of carrying
out the audit, as well as any other disclosures provided in the auditing laws and
auditing standards.

— Ensuring the independence of the external auditor, establishing, in particular,
suitable measures:

1) so that contracting consultancy and advisory services with that auditor or
companies of its group does not jeopardise its independence, to which end
the Committee will request and will receive an annual report from the auditors
confirming in writing their independence in respect of the Company or the
entities directly or indirectly related to it and information on any additional
services of any kind rendered to the companies by the external auditors or by
persons or entities related to the auditors, as provided for in the Auditing Act;
and

N

the Company issues a relevant event to the CNMV as regards the change in
auditor, with a statement about any disagreements with the outgoing auditor
and their nature, should there be any; where the external auditor resigns, the
Committee must examine the reasons.

— Seeking to ensure that the Company's Auditor takes responsibility for auditing the
companies comprising the Group.

Issuing a report each year, prior to the publication of the audit report, expressing an
opinion on the independence of the Company’s Auditors.

The FCC Group Internal Auditing Basic Standards, in section seven, paragraph i),
states that the Audit and Control Committee will be informed, via the General Internal
Auditing and Risk Management and its relations with the external auditors, of the

preparation process of the financial reports, of the proper application of generally
accepted accounting principles, and of compliance with legal requirements and on
the functioning of the internal control systems.

As stated in the preceding paragraph, the purpose of the General Internal Auditing
and Risk Management is to provide the Board of Directors, via the Audit and Control
Committee, and the Senior Executives of FCC Group, with the effective supervision
of the Internal Control System. This objective consists of furnishing the senior
management of FCC Group with an independent opinion on the organisation’s ability
to achieve its objectives, by means of a systematic and methodological approach
towards the evaluation, management and enhancement of the effectiveness of these
processes:

¢ Risk Management: processes used by Management to identify, evaluate and
respond to the potential risks that may affect whether the organisation fulffils its
business plans set out in the Strategic Plan.

¢ Internal Control: the policies, standards, procedures and activities making up the
control system established by FCC Group to ensure the proper management and risk
reductions.

As detailed in the preceding section, heading 9 of the Group’s Internal Auditing Basic
standard establishes, among the functions and powers of Internal Auditing, that

of assisting members of the Group’s organisation, providing them with analyses,
recommendations, advice and information on the activities reviewed. Any incidents that
are detected are to be reported to management, also recommending corrective actions.

With the purpose of ensuring that the financial reports submitted to the Audit and
Control Committee have been prepared according to generally accepted accounting
principles and that they offer a true and fair view of the state of affairs of FCC Group, the
General Internal Auditing and Risk Management performs a number of processes for the
review of the accounting information (both separate and consolidated), the management
reports and the financial reports disclosed to the markets from time to time.
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F.6

F.7

F.7.1

At present, FCC Group’s General Internal Auditing and Risk Management reports to
the Audit and Control Committee from time to time any significant internal control
weaknesses identified during the performance of their tasks, giving recommendations
to adequately correct them. In 2015, General Internal Audit and Risk Management
attended all eight meetings of the Audit and Control Committee and issued twelve
reports.

In addition, the Audit and Control Committee receives the explanations given by the
General Manager of Finance and the General Manager of Administration.

Additionally, the Group’s auditor has direct access to the Group’s Senior Executives,
and has meetings with them from time to time, both to obtain the information needed to
perform his work and to communicate any control weaknesses detected. The external
auditors present the conclusions of their reviews to the Audit and Control Committee

at least three times a year, detailing the internal control weaknesses that have come up
while reviewing the Group’s financial statements, including any aspects they consider
relevant.

Other relevant information

N/A

Report by the external auditor

Report on:

If the ICFRS information disclosed to the markets has been reviewed by the
external auditor, the Company must include the relevant report as an Appendix.
Otherwise, the reason why said report is not available must be explained.

The information included here on the Financial Reporting Internal Control System was
reviewed by the external auditor, and the report thereof is attached as an Appendix to
this document.
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G. Degree of Compliance with Corporate

Governance Recommendations

State the Company’s degree of compliance with the recommendations of the Unified
Code of Corporate Governance for listed companies.

In the event of not complying with some recommendations or only partial compliance,
include a detailed explanation of the reasons so that the shareholders, investors and the
market at large may have sufficient information to assess the Company’s procedures.
General explanations will not be acceptable.

1. The Bylaws of listed companies should not place an upper limit on the votes
that can be cast by a single shareholder, or impose other obstacles to the
takeover of the Company by means of share purchases on the market.

Compliant Explain [
2. When a parent and a subsidiary company are stock market listed, the two
should provide detailed disclosure on:

a) The type of activities they engage in, and any business dealings between
them, as well as between the subsidiary and other group companies;

b) The mechanisms in place to resolve possible conflicts of interest.

Compliant [] Partially compliant  [] Explain Not applicable []
Article 7.2 of the Rules of the Board of Directors of FCC states that "In any

event, through the passing of resolutions which must be approved in each

case as stipulated by law and the Articles of Association, the plenary Board of
Directors has exclusive powers over the following formal list of matters, which are
established as a formal catalogue of matters reserved to the Board which may

not be delegated:
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on how it has been put into practice and identifying the interlocutors or
persons in charge of executing the policy.
Compliant []

Partially compliant O Explain
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m) Defining the structure of the Group of which the Company is the parent and Thus far the Board of Directors has not considered it necessary to set down in
coordinating, within the legal limits, the Group's general strategy in the interests writing the relationship model and rules governing its communication policy with
of the Company and its subsidiaries with the support of the Strategy Committee shareholders, which is based on the general rules in force for the prevention of
and the CEO , and disclosing in the Annual Corporate Governance Report the market abuse and for equal treatment to shareholders according to their level.
respective areas of activity and any business relations between the Company and
its listed subsidiaries that are part of the Group, and between those companies 5. The Board of Directors does not submit to the General Meeting a proposal on
and the other Group companies, and the mechanisms established to resolve any the delegation of powers, for the issuance of shares or convertible securities
conflicts of interest that may arise.” excluding pre-emptive subscription rights, for an amount in excess of 20% of
3. During the celebration of the Annual General Meeting, supplementing the the share capital at the time of delegation.
dissemination in writing of the Annual Corporate Governance Report, the When the Board of Directors approves an issuance of shares or convertible
Chairperson of the Board of Directors should verbally inform the shareholders, securities excluding pre-emptive subscription rights, the Company must
in sufficient detail, of the most relevant aspects of the Company’s corporate immediately publish on its website the reports on said exclusion mentioned in
governance, in particular: commercial legislation.
a) The changes that have taken place since the previous Annual General
Meeting. Compliant Partially compliant [] Explain []
b) The specific r(?asons why the Company does not follow one or. more 6. The listed companies drawing up the reports stated below, whether by
recommendations of the Code of Governance and the alternative rules - . . . . i
lied in thi tter. if obligation or voluntarily, should publish them on their website sufficiently
applied in this matter, it any. ahead of the Annual General Meeting, even though dissemination thereof may
not be compulsory:
Compliant [] Partially compliant [ Explain P i
a) Report on the Independence of the auditor.
The Company is considering the implementation of the recommendations of the b) Reports on the operation of the Audit Committee and the Appointment and
Code of Good Governance of listed companies of February 2015, for the parts Remuneration Committee.
where it does not comply.
c) Report of the Audit Committee on transactions with related parties.
4. Tr.\e Company shou.ld o.leflpe anf:I foster a policy on dls'closures gnd contacts d) Corporate social responsibility policy.
with shareholders, institutional investors and vote advisors that is fully
respectful of t.he rules agalnst. r:narket abuse, giving similar treatment to Compliant Partially compliant [] Explain [
shareholders in the same position.
The Company should publish that policy on its website, including information 7. The Company should broadcast live its General Meetings of Shareholders via

its website.

Compliant [] Explain
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The Directors of FCC are considering a number of possibilities or solutions in this
respect.

8. The Audit Committee should see to it that the Board of Directors submits
its financial statements to the General Meeting of Shareholders without any
limitations or qualifications on the audit report and, in the exceptional event
there are any qualifications, both the Chairperson of the Audit Committee and
the auditors must clearly explain to the shareholders the contents and scope
of those limitations or qualifications.

Compliant Partially compliant [] Explain []

9. The Company must publish on its website, on a permanent basis, the
requirements and procedures it will accept for accrediting title to shares, the
right of attendance at the General Meeting of Shareholders and the exercise or
delegation of voting rights.

Said requirements and procedures are to favour attendance and the exercise
of shareholder rights and are to be applied in a non-discriminatory manner.
Compliant Partially compliant [] Explain []
10. When an authorised shareholder, prior to the General Meeting of Shareholders,
has exercised the right to complete the agenda or submit new resolution
proposals, the Company:

a) Must immediately disseminate the supplementary items and new resolution
proposals.

b) Must publish the attendance card form or vote delegation or remote voting
form with the necessary amendments so that the new items on the agenda
and alternative proposals may be voted under the same terms as proposed
by the Board of Directors.
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c) Must submit all those items or alternative proposals to vote and must
apply the same voting rules as those drawn up by the Board of Directors,
including in particular the assumptions or deductions on the direction of a
vote.
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d) Subsequent to the General Meeting of Shareholders, it must communicate
the breakdown of the vote on said supplementary items or alternative
proposals.

Compliant Partially compliant [] Explain [] Not applicable []

11. If the Company plans to pay premiums for attending the General Meeting of
Shareholders, it must establish beforehand a general policy on premiums and
said policy must be stable.

Compliant [] Partially compliant [] Explain [] Not applicable [X]

12. The Board of Directors should perform its duties with unity of purpose and
independent judgement, affording all shareholders the same treatment. It
should be guided at all times by the Company's best interest and, as such,
strive to maximise its value over time in a sustained manner.

In seeking the corporate interests, besides respecting the law and regulations
and a behaviour based on good faith, ethics and the respect for generally
accepted usage and good practice, it must reconcile, where applicable, the
corporate interests with the legitimate interests of its employees, suppliers,
clients and other stakeholders involved, as well as caring for the impact of the
Company’s activities on the community at large and on the environment.
Compliant Partially compliant [] Explain []
13. In the interests of maximum effectiveness and participation, the Board of
Directors should ideally comprise between five and fifteen members.

Compliant Explain ]
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14. The Board of Directors must approve a Director selection policy that:
a) Is specific and can be verified.

b) Ensures that the appointment or re-election proposals are grounded on the
prior analysis of the needs of Board of Directors.

c) Favours the diversity of know-how, experience and gender.

The results of the prior analysis of the needs of the Board of Directors are to
be included in the report of the Appointments and Remuneration Committee
published when calling the General Meeting of Shareholders where the
appointment or re-election of each Director is to be ratified.

The Director selection policy must foster the goal of having female Directors
representing at least 30% of the total members of the Board of Directors in the
year 2020.

The Appointments Committee will verify the fulfilment of the Director selection
policy annually and it will be reported in the Annual Corporate Governance
Report.

Compliant

Partially compliant [] Explain []

15. External Directors, both proprietary and independent, should occupy an ample
majority of Board places, while the number of Executive Directors should be
the minimum practical, bearing in mind the complexity of the corporate Group
and the ownership interests they control.

Compliant

Partially compliant [] Explain []

16. Among external Directors, the ratio between proprietary and non-executive
members should match the proportion between the capital represented on the

Board by these Directors and the remainder of the Company's capital.
This criterion may be relaxed:

a) In large capitalization companies where few or no equity stakes attain the
legal threshold for significant shareholdings.
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b) In companies with a plurality of shareholders represented on the Board
of Directors that are not otherwise related.
Compliant Explain []

17. The number of independent directors should represent at least one half of all
Board members.

However, when the Company is not a company with high market capitalisation
or, being so, it has one shareholder or several shareholders acting together
who control over 30% of the share capital, the number of independent
directors must represent at least one third of the total Directors.

Compliant [] Explain

FCC has three independent directors among its eleven members, which represents
30% of total directors.

18. Companies should post the following particulars on the Directors on their
websites, and keep them permanently updated:

a) Professional experience and background.

b) Other Boards of Directors on which they are members, regardless of
whether they are listed companies, and any other remunerated activities
they may perform regardless of their nature.

c) An indication of the Director's classification as executive, proprietary or
independent; in the case of proprietary directors, stating the shareholder
they represent or have links with.

d) The date of their first and subsequent appointments as a Company Director,
and;

e) Shares held in the Company and any options thereon.

Compliant Partially compliant [] Explain []



01

Letter
from the
Chairwoman

02

Letter from
the CEO

03

Governing
Bodies

04

Goals and
Strategies

05

Regulatory
Disclosures

06

FCC
in Figures

07

Environmental
Services

514 ‘ FCC_Annual Report_2015 Annual Corporate Governance Report. Page 99 of 108

19.

20.

21.

The Annual Corporate Governance Report should also disclose the reasons
for the appointment of proprietary directors at the request of shareholders
controlling less than 3% of capital; and explain any rejection of a formal
request for a Board place from shareholders whose equity stake is equal to or
greater than that of others applying successfully for a proprietary directorship.

Compliant [] Partially compliant [] Explain [] Not applicable [X]
Proprietary Directors should resign when the shareholders they represent
dispose of their ownership interest in its entirety. If such shareholders reduce
their stakes, thereby losing some of their entitlement to appoint proprietary
directors, the latter’s number should be reduced accordingly.

Compliant Partially compliant [] Explain [] Not applicable []
The Board of Directors should not propose the removal of independent
directors before the expiry of their tenure they had been appointed for,
except where just cause is found by the Board, based on a proposal from the
Appointments Committee. In particular, there shall be deemed to be a just
cause when the Director takes new positions or obligations preventing him/
her from dedicating the necessary time to perform the functions of a Director,
breaches the duties inherent to the office or incurs circumstances which
make him/her lose independent status, according to what is established in the
applicable laws.

The removal of independent directors may also be proposed when a
takeover bid, merger or similar corporate transaction leads to changes in
the Company’s capital structure, when such changes in the structure of the
Board of Directors are prompted by the proportionality criterion stated in
Recommendation 16.

Compliant Explain []
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22. Companies should establish rules obliging Directors to inform the Board

23.

24,

of any circumstance that might harm the Company's name or reputation,
tendering their resignation as the case may be, with particular mention of any
criminal charges brought against them and the progress of any subsequent
proceedings.

The moment a Director is indicted or tried for any of the crimes stated in
corporation law, the Board should examine the matter as soon as possible
and, in view of the particular circumstances, it shall decide whether that
Director should remain in his position or not. The Board should also disclose
all such determinations in the Annual Corporate Governance Report.
Compliant Partially compliant [] Explain []
All Directors should express clear opposition when they feel a proposal
submitted for the Board's approval might damage the corporate interest. In
particular, independents and other Directors unaffected by the conflict of
interest should challenge any decision that could go against the interests of
shareholders lacking Board representation.

When the Board makes material or reiterated decisions about which a Director
has expressed serious reservations, then he or she must draw the pertinent
conclusions, and if he or she decides to resign, the reasons must be explained
in a letter as regards the following recommendation.

The terms of this recommendation should also apply to the Secretary of the
Board, regardless of whether he or she has Director status.

Compliant Partially compliant [] Explain [] Not applicable []
Directors who resign from office before their tenure expires, through
resignation or otherwise, should state their reasons in a letter to be sent to all
the members of the Board. Irrespective of whether such resignation is filed
as a relevant event, the reason for the same must be explained in the Annual
Corporate Governance Report.

Compliant Not applicable []

Partially compliant [] Explain []
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25. The Appointments Committee should ensure that non-executive directors have 30. Regardless of the know-how required of Directors to perform their functions,
enough time available to properly perform their functions. Directors should also be offered refresher programmes by their companies
. . when circumstances so advise.
The Rules of the Board must establish the maximum number of Boards on
which its Directors may be members.
y Compliant Partially compliant [] Explain []
Compliant Partially compliant [] Explain [] ) o ] )
31. The agenda of meetings must clearly indicate the items on which the Board
. . of Directors must adopt a decision or resolution so that Directors may stud
26. The Board should meet with the necessary frequency to properly perform its . p ¥ y
. . . : . or gather the information they need for that purpose beforehand.
functions, and at least eight times a year, in accordance with a calendar and
agendas set at the beginning of the year, to which each Director may propose Whenever, exceptionally and for reasons of urgency, the Chairperson wishes
the addition of other items not considered initially. to submit for approval to the Board of Directors decisions or resolutions that
are not included on the Agenda, the prior and express consent of the majority
Compliant Partially compliant [] Explain [] of the Directors present shall be required, and this shall be duly recorded on
the minutes.
27. Director absences should be kept to the bare minimum and quantified in
the Annual Corporate Governance Report. When a Director cannot attend a Compliant [] Partially compliant Explain []
meeting, they must appoint a proxy with instructions.
Article 34.3 of the Rules of the Board of Directors of FCC states that “the
Compliant Partially compliant [] Explain [] Chairperson shall decide the agenda for the meeting. The Directors and the Board
Committees may ask the Chairperson to include items on the agenda in the terms
28. When Directors or the secretary express concerns about some proposal or, in envisaged in section 1 of this article, and the Chairperson will be obliged to include
the case of Directors, about the Company's performance, and such concerns them. When a specific item is included on the meeting agenda as requested by
are not resolved at the Board meeting, the person expressing them can the directors, then the directors who requested the inclusion of that item must
request that they be recorded in the minute book. forward the pertinent documentation along with their request or identify the pertinent
documentation so that it can be forwarded to the rest of the Board members.”
Compliant Partially compliant [] Explain [] Not applicable [] 32. Directors must be informed from time to time of shareholder movements and

29.

The Company should provide suitable channels for Directors to obtain
suitable advice for the performance of their functions, extending it in special
circumstances to external assistance at the Company's expense.

Compliant

Partially compliant [] Explain []

the opinion of significant shareholders, investors and ratings agencies on the
Company and its Group.
Compliant

Partially compliant [] Explain []
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33.

34.

35.

The chairperson, as the person in charge of the efficient operation of the
Board of Directors, aside from exercising the functions entrusted to him/her
by law and the bylaws, must prepare and submit to the Board of Directors a
programme of dates and matters to be discussed; organise and coordinate the
periodic evaluation of the Board and, as the case may be, of the CEO; must
be responsible for managing the Board and that it operates effectively; makes
sure that enough time is dedicated to discussing strategic matters, and agrees
to and reviews the programmes for refreshing each Director’s know-how, when
the circumstances so advise.
Compliant Partially compliant [] Explain []

When there is a coordinating Director, the Bylaws or the Rules of the Board of
Directors, aside from the powers legally entrusted to him/her, must attribute
the following to him/her: preside over the Board of Directors in the absence of
the chairperson and the vice-chairpersons, if there are any; to take stock of the
concerns of the non-executive directors; to be in contact with investors and
shareholders to know their points of view in order to build an opinion on their
concerns, in particular, in relation to the Company’s corporate governance;
and to coordinate the plan for the succession of the chairperson.

Compliant [] Partially compliant [] Explain [] Not applicable [X]
The Secretary of the Board of Directors must especially oversee that the
actions and decisions of the Board of Directors take into account the
recommendations on good governance included in this Code of Good
Governance that are applicable to the Company.

Compliant Explain []

36. The Board in full should evaluate the following items on a yearly basis,

adopting, where applicable, an action plan to correct the deficiencies detected
in respect of:

a) The quality and efficiency of the Board's operation.
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b) The operation and composition of its Committees.
c) The diversity in the composition and powers of the Board of Directors.

d) The performance of the chairperson of the Board of Directors and of the
Company’s CEO.

e) The performance and contribution of each Director, paying special attention
to those in charge of the different Board Committees.

To evaluate the different committees, the reports they submit to the Board
of Directors will be used, and the Board itself will be evaluated based on the
report submitted by the Appointments and Remuneration Committee.

Every three years, the Board of Directors will be assisted for its evaluation
by an external consultant, whose independence will be verified by the
Appointments Committee.

The business relations between the consultant and the Company or any of
the Group companies must be detailed in the Annual Corporate Governance
Report.

The process and the areas that are evaluated will be described in the Annual

Corporate Governance Report.
Compliant Partially compliant [] Explain []

When there is an Executive Committee, the representation of the different

Director categories must be similar to that of the Board of Directors itself and

the Secretary of the Committee must be the Secretary of the Board.

Explain [] Not applicable []

Compliant [] Partially compliant

The Secretary of the Executive Committee coincides with the Secretary of the Board.
However, there are no independent directors in the Committee, whereas there are
three independent members on the Board of Directors.
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38.

39.

40.

M

42.

The Board must always be informed of the matters discussed and the
decisions adopted by the Executive Committee, and all the Board members
must receive a copy of the minutes of Executive Committee meetings.
Compliant Partially compliant [] Explain [] Not applicable []

The members of the Audit Committee, particularly its Chairperson, should
be appointed with regard to their knowledge and background in accounting,
auditing and risk management matters, and a majority of the members must
be Independent Directors.

Compliant Partially compliant [] Explain []
Under the supervision of the Audit Committee, there must be a unit assuming
the internal auditing function and seeing to the proper operation of the
reporting and internal control systems, functionally dependent on the
non-executive chairperson of the Board or of the Audit Committee.

Compliant

Partially compliant [] Explain []

. The head of the internal auditing unit should present an annual work

programme to the Audit Committee, report to it directly on any incidents
arising during its implementation, and submit an activities report at the end
of each year.

Compliant Partially compliant [] Explain []
Aside from those provided by Law, the Audit Committee has the following
functions:

1. In relation to the reporting and internal control systems:

a) Supervising the process of preparing, and the integrity of, the financial
reports referring to the Company and, as the case may be, the Group,

reviewing the compliance with the regulatory requirements, the adequate

Environmental

08

Water
Management

\ 4
Corporate CSR
Governance

0S

Infrastructure

10

Cement

11

Financial
Statements

14

Executive
Personnel

®© 00

delimitation of the scope of the consolidated group and the correct
application of the accounting criteria.

b) Monitoring the independence of unit that performs the internal audit
function; proposing the selection, appointment, re-appointment and
removal of the head of internal auditing; proposing the department’s
budget; approving the focus and work plans, making sure that its activity
is geared towards the relevant risks for the company; receiving regular
reports on its activities; and verifying that senior executives are acting
on the findings and recommendations of its reports.

1)

Establishing and supervising a mechanism whereby staff can report,
confidentially and, if necessary, anonymously, any irregularities they
detect in the course of their duties, in particular financial or accounting
irregularities, with potentially serious implications for the company.

. With respect to the external auditor:

a) Investigate the issues giving rise to the resignation of any external
auditor, in the case thereof.

b) Make sure the remuneration of the external auditor does not jeopardise
its quality or independence.

c) The Company should notify any change of auditor to the CNMV as a
relevant event, accompanied by a statement of any disagreements
arising with the outgoing auditor, should there be any, and the reasons
for same.

d) Make sure that the external auditor meets annually with the plenary
Board of Directors to report on the work carried out and on the evolution
of the Company’s accounting and risks situation,

e) Make sure that the Company and the external auditor respect the rules
in force on the performance of services other than auditing services, the
limits on the auditor’s concentration of business and, generally, any other
rules on the independence of auditors.
Compliant

Partially compliant [] Explain []
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43. The Audit Committee should be empowered to meet with any Company
employee or manager, even ordering their appearance without the presence
of another senior officer.

Compliant Partially compliant [] Explain []

44.The Audit Committee is to be informed of any structural or corporate
amendments planned by the Company so that it can analyse and submit a
report to the Board of Directors beforehand on the economic conditions and
impact on the accounts, especially on the proposed exchange equation, if
applicable.

Compliant [] Partially compliant [] Explain Not applicable []

The Company is considering the implementation of the recommendations of the
Code of Good Governance for listed companies where it is not compliant.

45. The Control and risk management policy should specify at least:

a) The different types of risk, both financial and non-financial, (operational,
technological, legal, company, environmental, political, reputational, etc.)
to which the Company is exposed, with the inclusion of contingent liabilities
and other off-balance-sheet risks under financial or economic risks.

b) Establishing the risk level that the Company deems acceptable.

c) Measures in place to mitigate the impact of identified risks should they
occur.

d) The internal reporting and control systems to be used to control and
manage the above risks, including contingent liabilities and off-balance-
sheet risks.

Compliant Partially compliant [] Explain []
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46. Under the direct supervision of the Audit Committee or, as the case may
be, of a specialised committee of the Board of Directors, there must be an
internal function for controlling and managing the risks, exercised by a unit or
department within the Company that is expressly attributed these functions:

a) Ensuring the proper operation of the risk control and management systems
and, in particular, that all the important risks affecting the Company are
adequately identified, managed and quantified.

b) Actively participating in the elaboration of a risk strategy and in the
important decisions on managing that strategy.

c) Seeing to it the risk control and management systems adequately mitigate
risks within the policy defined by the Board of Directors.

Compliant [] Partially compliant [] Explain

The Company is considering the implementation of the recommendations of the
Code of Good Governance for listed companies where it is not compliant.

47. The members of the Appointments and Remuneration Committee (or of
the Appointments Committee and the Remuneration Committee, if they are
separate) are to be appointed making it a point that they have the adequate
know-how, skills and experience for the functions they are to perform, and the
majority of the members should be independent Directors.

Compliant Partially compliant [] Explain []

48. Highly capitalised companies should have separate Appointments and
Remuneration Committees.

Compliant [] Explain Not applicable []
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The two committees that are recommended are integrated within a single
Appointments and Remuneration Committee, because the Board of Directors
considers that together in one Committee, it is easier for such committee to fulfil the
functions with which it is entrusted.

49. The Appointments Committee should consult with the Company’s Chairperson
and Chief Executive, especially on matters relating to Executive Directors.

Any Board member may suggest directorship candidates to the Appointments
Committee for its consideration to fill vacancies.

Compliant Partially compliant [] Explain []

50. The Remuneration Committee must exercise its functions independently
and, aside from the functions it is attributed by law, it should also have these
functions:

a) Proposing to the Board of Directors the basic conditions of senior
management contracts.

b) Overseeing compliance with the remuneration policy set by the Company.

c) Reviewing from time to time the remuneration policy applied to Directors
and senior executives, including remuneration systems including shares
and the application thereof, as well as guaranteeing that their individual
remuneration is proportional to that paid to other Directors and senior
executives of the Company.

d) Seeing to it that any conflicts of interest do not jeopardise the
independence of the external advice provided to the Committee.

e) Verifying the information on Director and senior executive remunerations
included in the different corporate documents, including the annual report
on Directors’ remuneration.

Compliant Partially compliant [] Explain []
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51. The Remuneration Committee should consult with the Chairperson and Chief
Executive, especially on matters relating to Executive Directors and Senior
Management.

Compliant Partially compliant [] Explain []

52. The rules on the composition and operation of the Supervision and Control
Committees are to be included in the Rules of the Board of Directors and
must be consistent with those applying to the legally obligatory committees
according to the preceding recommendations, including:

a) They are to be made up exclusively by non-executive Directors, with a
majority of independent Directors.

b) Committee Chairpersons must be independent Directors.

c) The Board of Directors shall appoint the members of the Committees, taking
into account the Directors' knowledge, skills and experience and each
Committee's area of competence; discuss their proposals and reports; and
at the first Board meeting following each Committee meeting, should inform
on the business and activities performed, and respond for the work carried
out.

d) These Committees may engage external advisors when they feel this is
necessary to carry out their duties.

e) Minutes must be drawn up of their meetings, and they shall be available for
all the Directors.

Compliant Partially compliant [] Explain [] Not applicable []
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53. Monitoring of compliance with the rules of corporate governance, the internal
codes of conduct and the corporate social responsibility policy is to be
attributed to one or split across several of the Board of Director Committees,
which may be the Audit Committee, the Remuneration Committee, the
Corporate Social Responsibility Committee, if there is one, or a specialised
committee that the Board of Directors, exercising its powers of self-
organisation, decides to create for the purpose, and they will specifically be
attributed the following minimum functions:

a) Monitoring of compliance with the Company’s internal codes of conduct
and rules of corporate governance.

b) Monitoring of the communication strategy and shareholder and investor
relations, including small and medium shareholders.

c) Evaluation from time to time of the Company’s corporate governance
system, in order for it to fulfil its mission of developing the Company’s
interests and take into account, as appropriate, the legitimate interest of
other stakeholders.

d) Review of the Company’s corporate responsibility policy, seeing to it that it
is geared to creating value.

e) Monitoring of the corporate social responsibility strategy and practices and
evaluation of the degree of compliance therewith.

f) Monitoring and evaluation of relationships with the different stakeholders.

g) Evaluation of everything related to the Company’s non-financial risks,
including operating, technological, legal, social, environmental, political and
reputational risks.

h) Coordination of the process of reporting non-financial information and
diversity, in conformity with the applicable regulations and accepted
international standards.

Compliant

Partially compliant [] Explain []

\ 4
Corporate CSR
Governance

08

Water
Management

0S

Infrastructure

10 11

Cement Financial
Statements

14

Executive
Personnel

®© 00

54. The corporate social responsibility policy must include the principles or
commitments voluntarily assumed by the Company in its relations with the
different stakeholders, identifying at least:

a) The objectives of the corporate social responsibility policy and the
development of support instruments.

b) The corporate strategy regarding sustainability, the environment and social
matters.

c) Specific practices in matters related to: shareholders, employees, clients,
suppliers, social issues, the environment, diversity, fiscal responsibility,
respect for human rights and prevention of illegal conduct.

d) The methods or systems for monitoring the results of applying the specific
practices stated under the preceding item, the associated risks and the
management thereof.

e) The mechanisms for supervising non-financial risk, ethics and company
behaviour.

f) The channels for communication, participation and discussion with
stakeholders.

g) The responsible communication practices preventing the manipulation of
information and protecting integrity and honour.
Compliant Partially compliant [] Explain []

55. The Company is to report, on a separate document or in the management
report, on matters related to corporate social responsibility, using any of the
internationally accepted methods for the purpose.

Compliant

Partially compliant [] Explain []
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56. The remuneration of Directors shall be as necessary to attract and retain
Directors with the required profile and to reward the dedication, qualification
and responsibility of the position, but not too high so as to jeopardise the
independence of criteria of non-executive Directors.

Compliant Explain []

57. Variable remuneration linked to the performance of the Company and personal
performance, as well as remuneration via the delivery of shares, options or
share options or share-indexed instruments and long-term savings systems
such as pension plans, retirement schemes and other corporate benefit
systems, must be limited to executive Directors.

The delivery of shares as remuneration to non-executive Directors may be
considered, but must be conditional upon their keeping them until they are no
longer Directors. This shall not apply to the shares that the Director may need
to dispose of, as the case may be, to meet the costs related to the acquisition
thereof.

Explain []

Compliant Partially compliant []

58. In the case of variable remuneration, the remuneration policies should
include limits and technical safeguards to ensure they reflect the professional
performance of the beneficiaries and not simply the general progress of the

markets or the Company’s sector, or other circumstances of this kind.
In particular, the variable components of remuneration:

a) Should be linked to performance criteria that are predetermined and
measurable, and those criteria must consider the risk assumed to obtain a
result.

b) Should foster the sustainability of the Company and include non-financial
criteria suited to long-term value creation, such as compliance with the
rules and internal procedures of the Company and of the risk control and
management policies.
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c) Are to be based on the balance between compliance with short, medium
and long-term objectives, allowing the remuneration of returns for
continuing performance during a sufficiently long period to appreciate
their contribution to sustainable value creation, such that the measuring
elements do not focus only on singular, occasional or extraordinary facts.
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Compliant [] Partially compliant [] Explain [] Not applicable [XI]

59. The payment of a relevant part of the variable remuneration should be deferred
for a sufficient minimum period to make sure that the previously established
performance conditions have been met.

Compliant [] Partially compliant [] Explain [] Not applicable X

60. In the case of remuneration linked to company earnings, any qualifications
stated in the external auditor’s report which may reduce said earnings should
be considered.

Compliant [] Partially compliant [] Explain [] Not applicable [X]

61. A relevant percentage of the variable remuneration of executive Directors is to

be linked to the delivery of shares or share-indexed financial instruments.
Compliant [] Partially compliant [] Explain [] Not applicable [X]

62. Once the shares or share options or share rights corresponding to the
remuneration systems are allocated, Directors must not transfer the ownership
of a number of shares equal to twice their fixed annual remuneration, and must
not exercise the options or rights till at least three years have elapsed since
the allocation.
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The foregoing shall not apply to the shares that the Director may need to
dispose of, as the case may be, to meet the costs related to the acquisition
thereof.

Compliant [] Partially compliant [] Explain [] Not applicable [X]

63. Contractual agreements should include a clause enabling the Company to
claim the refund of the variable remuneration when the payment was not
adjusted to the performance conditions or when it was paid according to data
that were subsequently proven to be inexact.

Compliant [] Partially compliant [] Explain [] Not applicable [X]

64. Contract termination payments should not exceed an established amount
equivalent to two years of the total annual remuneration and are not to be
paid until the Company has been able to check that the Director has met the
previously established performance criteria.

Compliant [] Partially compliant [] Explain [] Not applicable [X]

H. OtherInformation of Interest

1. If you consider that there are any relevant principles or aspects of corporate
governance in the Company or subsidiaries which have not been assessed in this
report but which are necessary to include in order to provide more complete and
reasoned information on the structure or governance practices of the company or
group, state and explain the contents thereof below.

2. This section may include any other information, clarifications or nuances related to
the previous sections of the report, insofar as they are relevant and not repetitive.

Specifically, indicate whether the company is subject to laws other than those of
Spain in the field of corporate governance and, as the case may be, include any
information that it is obliged to furnish other than that required in the report herein.

w
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3. The company may also indicate whether it has voluntarily adhered to other codes of
ethics or governance, or international, industry or other codes. If applicable, identify
the relevant code and the date of adherence. In particular, mention whether it has
adhered to the Code of Good Tax Practice, of 20 July 2010.

Section D.3
Note:

IR FCC section A.8

Section H.3.

FCC has its own Code of Ethics, approved by the Board of Directors on 10 June
2008, subsequently reviewed in 2010 and 2012. The Group has provided employees
with a Whistleblowing Channel in respect of that Code.

FCC adhered to the United Nations Global Pact on 7 May 2007.

This Annual Corporate Governance report was approved by the Board of Directors of
the Company at its meeting held on 25 February 2016.

State whether any of the Directors voted against or abstained from voting the approval
of the report herein.

Yes [] No
Name or company name of the Director Reasons (against,
who has not voted in favour of this abstention, not

report attended) Explain the reasons
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Deloitte. .

Plaza Pablo Ruiz Picasso, 1
Torre Picasso

28020 Madrid

Espafia

Tel.: +34 915 14 50 00
Fax: +34 915 1451 80
www deloitte es

AUDITOR'S REPORT ON THE "INFORMATION RELATING TO THE SYSTEM OF INTERNAL
CONTROL _OVER FINANCIAL REPORTING (ICFR)" OF FOMENTO DE CONSTRUCCIONES Y

CONTRATAS, S.A. FOR 2015

To the Directors of FOMENTO DE CONSTRUCCIONES Y CONTRATAS, S.A.,

As requested by the Board of Directors of FOMENTO DE CONSTRUCCIONES Y CONTRATAS, S.A.
("the Entity") and in accordance with our proposal-letter of 8 February 2016, we have applied certain
procedures to the information relating to the ICFR system included in section F) of the accompanying Annual
Corporate Governance Report of FOMENTO DE CONSTRUCCIONES Y CONTRATAS, S.A. for 2015,
which summarises the internal control procedures of the Entity in relation to its annual financial reporting,

The Board of Directors is responsible for adopting the appropriate measures in order to reasonably guarantee
the implementation, maintenance and supervision of an adequate internal control system and for making
improvements to that system and for preparing and establishing the content of the information relating to the
ICFR system included in section F) of the accompanying Annual Corporate Governance Report (ACGR).

It should be noted in this regard, irrespective of the quality of the design and operating effectiveness of the
internal control system adopted by the Entity in relation to its annual financial reporting, that the system can
only permit reasonable, but not absolute, assurance in connection with the objectives pursued, due to the
limitations inherent to any internal control system.

In the course of our audit work on the financial statements and pursuant to Technical Auditing Standards, the
sale purpose of our assessment of the internal control of the Entity was to enable us to establish the scope,
nature and timing of the audit procedures to be applied to the Entity's financial statements. Therefore, our
assessment of internal control performed for the purposes of the aforementioned audit of financial statements
was not sufficiently extensive to enable us to express a specific opinion on the effectiveness of the internal
control over the regulated annual financial reporting.

For the purpose of issuing this report, we applied exclusively the specific procedures described below and
indicated in the Guidelines on the Auditor's Report on the Information relating to the System of Internal
Control over Financial Reporting of Listed Companies, published by the Spanish National Securities Market
Commission (CNMV) on its website, which establishes the work to be performed, the minimum scope thereof
and the content of this report. Since the work resulting from such procedures has, in any case, a reduced
scope that is significantly less extensive than that of an audit or a review of the internal control system, we
do not express an opinion on the effectiveness thereof, or on its design or operating effectiveness, in relation
to the Entity’s annual financial reporting for 2015 described in the information relating to the ICFR system
included in section F) of the accompanying Annual Corporate Governance Report. Therefore, had we applied
procedures additional to those established in the aforementioned Guidelines or performed an audit or a review
of the internal control over the regulated annual financial reporting, other matters or aspects might have been
disclosed which would have been reported to you.

Also. since this special engagement does not constitute an audit of financial statements and is not subject to
the legislation governing the auditing of financial statements currently in force in Spain, we do not express
an audit opinion in the terms provided for in the aforementioned legislation.

The procedures applied were as follows:

1. Perusal and understanding of the information prepared by the Entity in relation to the ICFR svstem
- disclosure information included in the directors’ report- and assessment of whether this information
addresses all the information required in accordance with the minimum content deseribed in section
F, relating to the description of the ICFR system, of the model Annual Corporate Governance Report
established in CNMV Circular no. 7/2015. of 22 December 2015.

Defotie, 5. Inscrits an el Agistro Mercant de Madiid, 10010 13,650, 50ccién 8, folo 188, hoja M-S4414, insripcdn 96+, CLF: 579104463,
Dorricibo so0ak: Plaza Pablc Rui Picasso, 1, Torre Picasso, 28020, Madiid.

2. Inquiries of the personnel in charge of preparing the information detailed in point 1 above for the
purpose of: (i) obtaining an understanding of the p ion process; (ii) obtaining information that
permits an evaluation of whether the terminology used complies with the fr k definitions; and
(iii) obtaining information on whether the control procedures described are in place and functioning
at the Entity. L .

3. Review of the explanatory documents supporting the information detailed in point 1 above, including

documents directly made available to those responsible for describing the ICFR systems In this

_ regard, the aforementioned documents include reports prepared for the Audit and Control Committee
by internal audit, senior management and other internal or external specialists,

4. Comparison of the information detailed in point 1 above with the knowledge on the Entity's ICFR
obtained through the procedures applied during the financial statement audit work.

5. Reading of the minutes taken at meetings of the Board of Directors, Audit and Control Committee
and other committees of the Entity to evaluate the consistency between the ICFR business transacted
and the information detailed in point | above.

6. Obtainment of the representation letter in connection with the work performed, signed by those
responsible for preparing and formulating the information detailed in point 1 above.

The procedures applied to the information relating to the ICFR system did not disclose any inconsistencies
or incidents that might affect the information.

This report has been prepared exclusively in the context of the requirements of Article 540 of the
Consolidated-Spanish Limited Liability Companies Law and CNMV Circular no. 7/2015, of 22 December,
for the‘purposes of'the description of the ICFR system in Annual Corporate Governance Reparts.

DELOITTE, S.L.

ada Pardo

25 February 2016
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FCC Group Profile

1. Main Figures

2. FCC Group Presence

3. More Stability, more Growth

4. The Keys to Recovery

Main Lines of Business

1. Environmental Services

2. Water Management

3. Infrastructure

CSR in FCC Group

Exemplary Behaviour

1. Corporate Governance

2. Framework of Integrity and Ethics

3. FCC'’s Team of Professionals

4. Extending FCC'’s Principles along the Supply Chain
Smart Services

1. Sustainable Citizen Services

2. The Promotion of Innovation at FCC

3. FCC against Climate Change

4. Environmental Management at FCC
Connecting Citizens

1. Social Commitment as a Distinguishing Feature in FCC Group
2. Corporate Volunteering

3. Interaction with Stakeholders

How the Report was Prepared

GRI Content Index

FCC Group 2015 Performance Indicators
Independent Review Report



01 e b Pas. 05 06 /806l 14

Letter Letter from Governing Goals and Regulatory FCE Environmental Water Infrastructure Cement Executive
from the the CEO Bodies Strategy Disclosures in Figures Services Management Personnel
Chairwoman

526 ‘ FCC_Annual Report_2015 |. FCC Group Profile. Page 1 of 6 6 @ @ 0

FCC Group Pr

FCC Group is one of Europe’s largest Citizen Services
companies. Its activity focuses on three lines of business:
environmental services, integrated management of the
water cycle and infrastructure.

More than 55,000 employees worldwide accompany FCC
each day on a road with a clear vision into the future. To
this end, the company adapts to different global forces
like the growth of the urban population and limited
resources, seeking to offer smart services for increased
efficiency and sustainability.

Mersey Bridge (UK).
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D 1. Main Figures
Turnover (million euro) 6,476 6,334.1 2.2% 6,750
EBITDA (million euro) 814.6 804 1.3% 717.3
Margin (%) 12.6% 12.7% -0.1 p.p. 10.6%
EBIT (million euro) 323.8 (345.6) -193.7% (807.7)
Margin (%) -5.5% 10.5 p.p. -4.6%
Business order book (million euro) 32,499.7 32,996.5 -1.5% 33,359.5
Net debt (million euro) 5,473.6 5,016 9.1% 5,964.5

Environmental Services 2,855.6
Water 1,033.5
Construction 1,992.9
Cement 580.4
Corporate services and adjustments 13.6
Total 6,476

1.8%
8.3%
-4%
6.9%
131%
2.2%

425.3
227.5
75.8
94.3
(8.3)
814.6

1.7%
9.2%
-22.8%
-10%
-67.7%
1.3%

() Data restated to reflect the impact of the application of IFRS 11 "Joint Arrangements".
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. % Income by Geographical Areas

4% 2.5%
@ 52.6% Spain

. 15.9% UK

15.9%

7.6%
’ () 9.4% Middee East
and North Africa
‘ 8% Central Europe
9.4%
. 7.6% Latin America
52.6% 8% @ 4% Usand Canada

@ 25% other

") 9% EBITDA by Business Area*

51.7%
. 51.7% Environmental
Services
© 27.6% Water
. 11.5% Cement
9.2% Construction
9.2%
11.5%

27.6%

* Adjusted by Corporate Services.
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I 3. More Stability, more Growth

2015 results and new outlooks Strategic guidelines
2015 was characterised by the recovery of FCC Group
economically. The company continued its restructuring
processes and strengthened its global position in the market
for water and environmental services, thanks to which total
revenue increased by 2.2%.

¢ Continue reducing financial debt and boost operational
efficiency to improve the Company's results after the
finalisation of the divestment programme.

¢ Generate a culture of working as a group; not acting in silos.
¢ Unite efforts, create synergies and workflows.

¢ Necessary connection of talent and the way of doing

e Prioritise the selection of specific projects in the , . )
business among between the various business areas.

Construction area to ensure that those chosen are ones in

One of the main goals for 2016 is to continue to reduce the
debt. In addition, it aims to maintain the growth trend in the
international arena and in the business lines of environmental
utilities (services and water), which account for 80% of the
Company's gross operating profit.

It thus seeks to recover upward growth, and Company
objectives include generating cash, once the process of the
most significant divestments is finalised.

which it has a competitive advantage and that will provide
high profit levels.

Consolidate the Group's leadership in the environmental
services and integrated water management markets where
the company operates.

Take advantage of expansion opportunities offered by
maintenance services in integrated water cycle management
and "turnkey" projects required in the sector. The
geographical areas with the most attention continue to be
the Middle East, North Africa and Latin America, which
experienced growth of over 120% last year.

Make use of the regulatory requirements on recycling and
waste treatment to boost the growth of this business in
mature markets. In addition, given the upward trend globally,
leverage opportunities offered by waste recovery in different
geographical areas.

Create a feeling of pride in belonging, a collective spirit and a
shared sense of participating in the same project, aligning all
FCC employees around an identical mission.

e The brand and reputation are built up by the people working
for FCC.

¢ Assign responsibility in order to demand results.
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I 4. The Keys to Recovery

Sound and stable financial
structure

In December 2015, the Board of Directors agreed to carry out
a new capital increase with a total value of 709.5 million euros
to strengthen the company's capital structure by reducing

its level of financial indebtedness. After the repayment of the
so-called tranche B of the debt, the remaining outstanding
balance is around 130 million.

Thus the restructuring and financial stabilisation process begun
years ago in the Company continues so that FCC Group will
be able to continue to make progress on its way to growth.
The balance sheet strength and soundness provided by the
funds obtained have resulted in an increase in results thanks to
the reduced financial burden and improved reputation.

Growth of environmental utilities:
services and water

Following the strategic guidelines and expectations set by

FCC Group, the Environmental Services and Water businesses
are the company's largest source of growth, with an increase of
1.7% and 9.2% respectively. The contribution of the so-called
environmental utilities already accounts for aimost 80% of the
company's gross operating profit.

Also important is the Group's international footprint, which now
accounts for 47.4% of FCC's total revenues after an increase of
9.8% during the past year. In this area, special attention should
be given to the water services, which have experienced an
increase of 39.5% in the international market thanks to some of
their largest projects to date.

International projection

During 2015 FCC Group was awarded several international
projects including:

Design, construction and operation of the treatment plant
in Abu Rawash (Egypt)

The consortium led by FCC Aqualia division works on the
design, construction and operation of the Abu Rawash
wastewater treatment plant in Cairo (Egypt). This project, with
a business portfolio valued at 2,400 million euros, is the largest
in Aqualia's history and FCC Group's third largest project
currently being executed. After commissioning, the plant will
have the capacity to treat 1.6 million cubic metres of water
daily and will serve 5.5 million people.

FCC Aqualia was already present in Egypt with the operation
of the New Cairo wastewater treatment plant for a period

of twenty years. Thus FCC's presence in North Africa

is consolidated and demonstrates an awareness of the
importance of sewerage and water purification, one of the
Millennium Development Goals (MDGs).

Construction project for the Riyadh Metro (Saudi Arabia)

One of FCC Group's biggest projects is the Riyadh Metro
(Saudi Arabia), whose works began in April 2014. This project
is the world's overall largest metro project to date, with a total
length of 176 kilometres and a total budget of 6,000 million
euros for Lines 4, 5 and 6.

FCC is aware of the importance of the project in the Kingdom
of Saudi Arabia's capital, which has a total population of 5.7
million people that is estimated to rise to 8.3 million over the
next fifteen years, with around 7.4 million daily trips.

Thus the Riyadh Metro puts FCC on the global vanguard of
cutting-edge citizen infrastructure and greatly increases the
impact of its activity.

Waste collection in Orange County and waste recycling in
Dallas (USA)

The award of the tenders for waste collection in Orange
County (Florida) and for the management of recyclable waste
in Dallas, as well as the management of biosolids in Houston in
late 2014 shows the consolidation of the company's activities
in North America, which provide the experience of over a
hundred years in the field of environmental services.
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The avyard of tlhe tlender for the munllouoal §0|Id W?STQ The ten largest contracts being executed by FCC Group

collection service in Orange County is the first of its kind to be

won by a Spanish company in the United States. The contract . :

is for a total of 85 million euros and will have a direct impact on P Sy I IEEHE e EEs

400,000 county residents, who generate on average 100,000 Riyadh Metro Saudi Arabia 6,070 million euros

tonnes of waste annually in 83,000 homes in the area. Lima Metro Peru 3,800 million euros

Meanwhile, the FCC's Urban Services Division will design and Abu Rawash wastewater treatment plant Egypt 2,400 million euros

operate a plant to handle recyclable waste from the city of Line 1 of the Panama Metro Panama 1,112 million euros

Dallas for 15 years (which can be extended to 25) for a total Relizane - Tissemsilt railway line Algeria 934 million euros

volume that would reach up to 270 million euros. This plant . i o ) .

Three railway projects - Transylvania line Romania 830 million euros

will recycle for sale tonnes of paper, cardboard, glass, plastic,
metal and all kinds of recyclable material generated by the
citizens of Dallas. The Group now has more than fifty available
facilities currently spread across various countries that provide
it with experience for a proposal of this value that will be
attractive in the United States.

Toyo tunnel project in Colombia

FCC leads the consortium that was awarded the contract for
the design, construction, operation and maintenance of the
Toyo tunnel in the Port of Uraba. The project has a budget of
392 million euros and an execution period of ten years.

The project involves the construction of a 40.84 kilometre
section of a new route that is planned to facilitate the
connection between Medellin and the Uraba region, reducing
the travel time from six hours to three and a half. Of the 12.3
kilometres of tunnel included in the technical drawings, 9.8 are
for the Toyo tunnel. When complete, this infrastructure will be
the largest of its kind in Colombia.

Mersey Bridge

Waste management in Edinburgh and Midlothian
Gerald Desmond Bridge

Doha Metro

This award replaces the newly opened control tower in El
Dorado (Colombia) and maintains the close relations between
FCC Group and Colombia. This relationship is embodied in
the constitution of the Spain-Colombia Council Foundation
headed by Esther Alcocer Koplowitz, chairwoman of

FCC Group.

Line 2 of the Panama Metro

FCC Group, in partnership with the Brazilian company
Odebrecht, has been awarded the contract for the
construction of Panama City's Metro Line 2, with a total value
of 1,857 million euro. Consequently, this project is the fourth-
largest currently underway for FCC Group, just behind the
recent award of the Abu Rawash wastewater treatment

plant (Egypt).

United Kingdom
United Kingdom
USA

Qatar

700 million euros
600 million euros
540 million euros

500 million euros

The project's significance is reflected in visits by various
political representatives. FCC executives explained to both
the Minister of Civil Works Ana Pastor and to the president of
the Panama Metro Roberto Roy the characteristics of the new
Line 2 and other noteworthy works the Company is executing
in the country, including the construction of Metro Line 1.

Thus the Company continues to expand its activities in

this Central American country, increasing the impact of its
activity on the 500 thousand inhabitants of the East Sector of
Panama City.
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Main Lines of B

I 1. Environmental Services

An offer of respansible and Service to more than O Turnover:
sustainable services 50 m|"|0n people 2,856 m|"|0n euros
in 13 countries
FCC Group's Environmental Services division minimises O EBITDA:
the Company's environmental impact by applying the latest I 425 m|"|0n euros
technologies across its range of services for the collection, Twelve mi | ||0n tonnes
treatment and disposal of urban solid waste, street cleaning, . O Business order book as of 31 December
maintenance of sewerage networks and conservation of of mun|C|pal waste collected 2015:

green spaces.

11,826 million euros

Impact indicators:

. Revenue by geographical area and business segment

4.4% O 0Over 120 treatment and
53.2% 325% | waste disposal facilities
O 20 million tonnes of
urban waste processed
. 53.2% Spain ’ 95.6% Municipal waste .
. 32.5% UK . 4.4% Industrial waste <> 10'000 kllome.tres

of sewers managed

‘ 12.9% Austria and
l/ s Euene ©4,369 hectares
12.9%

@ 4% Others 05.6% of parks maintained in Spain

1.4%
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Featured project

Contract for street cleaning in San Sebastian

FCC Environment works with the San Sebastian City
Council offering a newly designed service focused on the
latest technologies, productivity and quality which is socially
and environmentally responsible.

A trained workforce

FCC has established a comprehensive training plan to
ensure responsible environmental management. Through
the plan, FCC aims to make its workers ambassadors of
good social and environmental practices.

Environmental commitment: supporting the green
growth of the city

In response to the expectations of its stakeholders, FCC has
designed a range of technologically interconnected services
that are increasingly efficient in terms of productivity and
offer better ergonomics for its workers.

The company has implemented a number of measures
to save energy and reduce GHG emissions, to reduce
consumption of water from the network, encourage
selective collection and sorting waste at its source and
enhance urban biodiversity.

Interconnectivity between services provided: quantify,
optimise, communicate

FCC has implemented computerised control systems
and communication services. This will make it possible to
generate databases and to establish indicators for good
management of the services in order to optimise useful
information for the Company's stakeholders.

Connecting with citizens

The objective of FCC Environment is to achieve integrated
and integrating environmental management that involves
citizens and transforms a service of general interest into a
matter involving everyone with shared responsibilities:

1. To integrate environmental considerations into
operational management: integrated sustainable
environmental management.

2. To have indicators that convey environmental information
that is relevant and understandable (Smart&Human
Service).

3. Share information to raise awareness: get citizens
involved.

4. Encourage the emergence of best practices. Make
responsible, train: an eco-efficient workforce.

. To anticipate risks and opportunities: urban resilience,

adaptation to climate change, low-carbon economy;,
role of biodiversity in the city of the future (ecosystem
services).

Intensify public-private collaboration: sustainability, a
matter for all with shared responsibilities (customer
satisfaction, consolidate the results).
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I 2. Water Management

A range of solutions
that add value

FCC Aqualia offers the market all solutions to fulfil the needs
of institutions and public and private organisations in all
stages of the integrated water cycle, optimising resources for
sustainable development and for all uses: human, agricultural
or industrial.

. Revenue by geographical area and business segment

16%

. 84% Public water services
management

‘ 16% Water infrastructures

84%

06" B/

FCC Environmental Water Infrastructure
in Figures Services Management

Providing services to over
23.6 million people
in 22 countries

618,463,970 cubic meters

of drinking water generated

32%

@ 68% National

. 32% International

68%
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O Turnover:
1,033 million euros

O EBITDA:
227 million euros

O Business order book as of 31 December
2015:

14,444 million euros

Impact indicators:
070,577 kilometers

of managed network

0231 million euros
in infrastructure investment

> Over 200

wastewater treatment stations for
drinking water

> Over 300

treatment plants operated

01,085,781

quality determinations

N
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Hadda and Arana wastewater treatment plants (Saudi Arabia)

FCC Aqualia has been awarded, in consortium with

another local company, the contract for the operation and
maintenance of the two largest wastewater treatment plants
in Mecca (Saudi Arabia).

The Hadda and Arana treatment plants process an average
flow of 250,000 cubic metres and a maximum flow of
375,000 cubic metres. The contract lasts for three years
and the project's business portfolio is 20 million euros.

Mecca has a stable population of 1.5 million, which is
increased significantly by the visits of pilgrims. An estimated
thirteen million annual visits occur, and the maximum point
of influx during the month of Ramadan (in the Haijj festival)
is four or five million people. This situation causes the flows
to present very significant variations when they arrive at the
treatment plants.

This project is part of the programme being implemented
by the Saudi Arabian authorities that aims to transform and
modernise the management of the water cycle in the country.

The consortium between the two companies will be
responsible for the operation and maintenance of the
facilities and treatment units, including workshops,
laboratories, electrical installations, the condition of the
service roads, security systems, water supply, sanitation and
drainage within facilities, the environmental maintenance of
the facilities, the laboratory equipment and the analyses.

11

Financial
Statements

12

Corporate
BOvernance

w
13 14

CSR Executive

Personne!

® 00



Letter Letter from Governing Goals and Regulatory
from the the CEO Bodies \Strategg

Disclosures
Chairwoman

536 ‘ FCC_Annual Report_2015 II. Main lines of business. Page 5 of 6

I 3. Infrastructure

Solutions focused on social
progress and sustainable
development

FCC Construccion is a reference in the execution of
engineering and construction of civil works and in building.
The Company also has proven experience in implementing
projects under concession and, in addition, it also has a group
of companies dedicated to the industrial and energy sectors
and to related activities in the construction sector.

Revenue by geographical area and business segment

14.5%

. 45.1% Spain
. 21.0% Latin America

@ 22.1% Middle East, North
Africa and Other

11.8% Europe, United States
and others

06" &/ ls

FCE Environmental Water
in Figures Services Management

O

Infrastructure

Civil engineering, building and
industrial construction

services in 18 countries

50 new contracts

5.1%

(@ 80.4% Givil works

@ 14.5% Buiding

5,1% Industrial

80.4%
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O Turnover:

1,993 million euros

O EBITDA:
76 million euros

O Business order book as of 31 December
2015:

6,230 million euros

Impact indicators:

7.85 million euros

investment in R+D+i

1175 million euros
in purchasing and subcontracting
costs
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Featured project

Riyadh Metro (Saudi Arabia)

This project is the world's overall largest metro project to
date, with a total length of 176 kilometres and a total budget
of 16,300 million euros.

Riyadh Metro (Saudi Arabia).
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FCC leads the contract awarded to the FAST consortium,
which won the design and construction of Lines 4 (Orange),
5 (Yellow) and 6 (Purple), which comprise 25 stations, for
which a total of 65 kilometres of track will be required:

24 km of viaducts, 28 km of underground lines and 13 km
of over-ground lines. In addition, 69 automatic driverless
trains will also be manufactured to serve the three lines.

The project began in April 2014 and has a five-year deadline
for completion.

The world's largest metro project

The six lines that make up the overall project of the Saudi
capital's metro will have a total length of 176 kilometres,
which makes it the largest suburban project in the world
today. For its construction, 600,000 tonnes of steel,

4.3 million cubic metres of concrete and over 60,000
workers will be required.

The project represents an opportunity to transform
Riyadh. The new transport infrastructure will reduce traffic
congestion, strengthen and boost the economy of the
Kingdom of Saudi Arabia and improve the quality of life
of its citizens.
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CSR at FCC Group

I A decade of corporate
social responsibility

management in FCC
(2005-2015)

Although FCC has been, since its creation over a century ago,
a socially responsible company, committed to society and

the communities in which it operates, in 2005 it decided to
create a Corporate Responsibility Department to channel and
manage all socially responsible initiatives within the Group.

During this time, and since its inception, FCC's Corporate
Responsibility Department has worked to align the businesses'
CSR strategy and the Group and thus multiply their impact.

06" &/
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Achievements of FCC Group's Corporate Responsibility Management

in a decade (2005-2015)

O Creation the Corporate Responsibility Office (2005) under the
General Secretariat.

(O Formation of FCC Group's Corporate Responsibility Committee
(2006), chaired by the Secretary General, the CEO of FCC at
that time.

(O Presence in the most important international sustainability
indices:

e Dow Jones Sustainability Index

* FTSE4Good

(O Preparation of ten annual FCC Group Corporate Responsibility
Reports (2005-2015) in accordance with the Global Reporting
Initiative guidelines approved by the Board of Directors with nine
of them verified by an independent third party.

(O The main business areas create their own committees in this
area and start to publish their own CSR or sustainability reports.

() Approval of FCC's Code of Ethics by the Board of Directors
(2008).

(O Creation of FCC's Response Committee (secretariat and
coordination by Corporate Responsibility management).

8 FCC Group signs the United Nations Global Compact.

FCC requires its suppliers to respect the Ten Principles of the
Global Compact.

O FCC adapts to the CNMV's Good Governance Code for listed
companies and entrusts Corporate Responsibility management
with corporate governance matters.

joins the large clusters in Spain, like the Sustainability
FCC joins the | CSR clusters in Spain, like the Sustainabilit:
Excellence Club or Forética.

(O The Communication and Corporate Responsibility Management
Department is created, with the latter answering to the former.

() FCC launches a corporate volunteer programme aligned with
the Esther Koplowitz Foundation which has already completed
seven editions.

() FCC signs agreements for the integration of people with
disabilities or at risk of exclusion with ONCE, the Adecco
Foundation, Integra Foundation and the Exit Foundation.

FCC receives several awards for its CSR policies from the
Comisiones Obreras Trade union, Integra Foundation, CODESPA
Fundacion and the Madrid Chamber of Commerce.

g FCC approves its environmental policy.

O Preparation of three master corporate responsibility plans
that include the commitment to sustainability in all activities
performed by the Group. Approved by the Board of Directors:

e First Master Plan 2007-2008
® Second Master Plan 2009-2010
e Third Master Plan 2012-2014

Executive
Personnel
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I CSR policy and management at FCC, recognised
by global socially responsible investment indices

CSR Report 2013

CSR Report 2007

IRSC 2011

36 responsabilidad
social corporativa

DJSI: the classification of
RobecoSAM becomes
Construction and Engineering
(previously Heavy
Construction). FCC leaves
DJSI World and remains in
DHSI Europe.

DJSI: remains in DJSI World. DJSI: remains in DJSI World.

Master Plan Il

2012 2013 201 4”

Master Plan |

2009 2010

CSR Report 2014

13
|
1
|
|
1

CSR Report 2008 CSR Report 2012

ONSABILIDAD SOCIAL

CORPORATIA 2012

DJSI: Remains in DJSI World.

DJSI: joins DJSI World.

DJSI: maintains its position.
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Third FCC Group CSR
Master Plan (2012-2014)
* Extended to 2015

In 2012 FCC Group designed a master plan for CSR
management within the Company which was approved by

its Board of Directors. The Plan included three strategic lines
based on goals defined for individual lines of business, which
guided the Company's Corporate Social Responsibility-related
activities until the end of 2015, the completion date for the
Plan's activities.

During this period of validity, FCC underwent a transformation
of the Group with respect to its shareholder structure. It
suffered the largest adjustment of its workforce in its history,
and made the choice to design a business strategy based

on internationalisation, strategic divestments and debt
restructuring that put the Group back on the path of stability
and growth.

This scenario of profound change has not prevented it from
implementing a significant part of the activities included in the
Plan which are reported in this Corporate Responsibility Report.
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The outline and structure of this FCC Group Corporate Responsibility Report 2015 is therefore
organised around three strategic key elements of the Corporate Responsibility Plan 2012-2015
under the following headings: exemplary behaviour, smart services and connecting citizens.

Objectives of the key elements of the Third Master Plan

Connecting Citizens

Transform citizens into the protagonists
of a sustainable city

Encourage initiatives for promoting a sustainable
citizens’ awareness and integrate the indications
coming from citizens into decision-making

Axis 1 AXis 2
Connecting Citizens Smart Services

D

>
£
£
=
o
o

D 4

Smart Services

Axis 3
Exemplary behaviour

>
(8]
5 Place FCC as the leader in the design of future
© sustainable cities
i e N e N e N
& e Support city councils to help e References in the observation of e FCC's system of ethical
= them solve future cities’ needs. trends in cities. compliance. Develop new solutions to key issues that allow us
o Citizens are co-participants in Strategy for mitigation and Social criteria for providers. to be leaders in the design of future cities through
solving their unsustainable adaptation to climate change. Insertion of disadvantaged an innovative and efficient management model
%. habits. groups.
g * Our employees‘ knowledge at Prevention of occupational
= the service of schools. risks
e Corporate volunteers. P .
rofessional development .
e Measurement of the positive at FCC. Exemplary Commitment
impact of our service in Position FCC as an example of substance
= communities. in its commitment
2
(2]
2
£ Have a reference framework of activity for integrity
L ) L ) and business ethics
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Following is a description of the main developments and
milestones for 2015 in each key element of the Master Plan.

Connecting citizens

Action program Fundamentals

Sustainable radar

Establish platforms for dialogue with local
prescribers focused on the needs and trends
of the city.

e | aunch of the Almeria 2020 project.
e Launch of the Elvas-Badajoz Eurocity project.

e Active presence in business associations related
to the recovery, recycling and treatment of waste;
professional associations related to environmental
services, professional associations related to the
water management sector, and participation in
international events.

Active sustainability

Implement sustainable solutions or actions

in municipalities involving citizens themselves.

Raise public awareness through informative and
interactive activities to promote sustainable and
respectful behaviour with respect to the environment:
open days, children's competitions, educational tools,
citizen service offices, workshops, specific campaigns
on good practices, etc.

Local responsible commitment

Initiatives based on outreach and training
by FCC staff for citizens on good practices
in services.

e External training and participation in conferences for
sharing knowledge: training in universities and local
communities, participation in conferences, forums and
technical seminars.

e Launch of the "Teacher for a Day" project; provision
of environmental workshops and workshops on the
Millennium Development Goals in state schools.

e Street cleaning contract for San Sebastian; workers as
ambassadors of good social and environmental.

Street cleaning services in San Sebastian (Spain).

Action program Fundamentals

Corporate volunteering

Consolidation of the FCC Volunteers
programme and an increase in the number
of volunteers was achieved.

* Promotion of corporate volunteering in all business
lines during all the years covered by the Plan.
Company based campaigns have been carried
out as well as participation in others in third sector
organisations.

Maximisation of sustainable
value/positive impact action

Design of social and environmental indicators
associated with FCC's services and contracts
to show their added value.

¢ |mplementation of a metric assessment of the social
and environmental sustainability of operations.

e Certification of operations assessment criteria.
e Definition of intensity indicators for services provided,

as well as the design of a calculation methodology
appropriate for the management of public services.

e Street cleaning contract in San Sebastian: design of a
range of interconnected technological services, with
efficient productivity that are ergonomic for its workers.
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Smart services

Action program Fundamentals

e | aunch of the "Eco-city Trends" Sustainability Observatory
with Rey Juan Carlos University in Madrid.

Design of future cities

Become familiar with and anticipate
trends in urban communities of
the future.

e Launch of Smart Water Santander: monitoring of the city's
supply networks to find leaks, improve energy efficiency,
review the quality of the water supplied and oversee
consumption.

e Launch of the MEC Predictive Maintenance project in
Medina del Campo.

e | aunch of the Innpronta IISIS project in Medina del Campo,
Toledo and Talavera de la Reina.

e Launch of the EKOSTONE project.

e | aunch of the S.E.E.E.U.S.® (Evaluation System for
Environmental Efficiency of Urban Services) integrated
software development and implementation project.

e | aunch of automotive innovation projects.

e Submission of a European patent application for the
collection and treatment of urban waste as part of the IISIS
project: Diana system patent and Caruso patent.

e Active participation in international events related to the
cities of the future: "ISO TC 268 / SC1 - Smart Cities"

International Committee for the development of future
standards for smart cities.
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Action program

Combating climate change

Aim FCC's strategies towards
integrating the carbon variable as part
of its activities.

Fundamentals

e Defining FCC Group's Climate Change Strategy.

e Increase in greenhouse gas (GHG) emissions inventories:
all divisions of the Group verified their emission reports
in accordance with the ISO 14064-1 standard or the
GHG Protocol (Environment Division) and registered their
carbon footprints at the Ministry of Agriculture, Food
and Environment's carbon footprint, compensation and
absorption register.

¢ Finalisation of the project to calculate the water footprint
in Cantabria carried out in collaboration with the Botin
Foundation and the Madrid Complutense University.

e Development of verified systems to calculate intensity
indicators for the activities carried out: indicators that relate
the consumptions of energy and water resources and GHG
emissions with the reference units for the services provided.

* Launch of the "Degasification of the controlled municipal
solid waste facility in Gomecello (Salamanca) deposit"
project.

o Certification in energy assessment and development of

processes in Cementos Portland Valderrivas Group's
factories.
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Exemplary behaviour

Action program Fundamentals Action program Fundamentals

Framework of integrity * |mplementation of a risk management system and opportunities to To promote social e Creation of the FCC Equal - Special Employment Centre.

assess new projects economically, socially and environmentally. integration of groups * Signing or updating of agreements with associations for the
Implementation of initiatives in support of diversity and equality with special needs integration of disadvantaged groups: Fundacién ONCE, Fundagcion
within the organisation: signing of equality plans, signing and Prevent, Fundacién Integra, Cruz Roja.

renewal of the Diversity Charter, signing of the cooperation
agreement with the Ministry of Health, Social Services and

To strengthen the Company's
ethical framework in order to
address the main challenges
facing FCC with the aim of

To create the conditions for the
integration of groups with special  ® In-house and external awareness-raising campaigns: celebration

promoting exemplary behaviour. i iedt needs into the Group. To support of the International Day of People with Disabilities, celebration of
Equality to encourage the participation of women on the Board their social integration. Disability and Sociocultural Integration Week, holding the Seminars
of Directors, etc. on the Homeless, celebration of the International Day for the
e Updating and strengthening the code of ethics: in-house publicity Elimination of Gender Violence.

about the Company’s code of ethics communication channel was
intensified, a response committee has created and on-line training
on the Code of Ethics for all employees set up.

e Combating gender-based violence through awareness campaigns,
renewal of the agreement with the Ministry of Health and Equality,
participation in the Businesses for a Society Free of Gender-Based
Violence network and signing of the Joint Communiqué against
gender violence.

Responsible recruitment ¢ Modification of supplier assessment, including social and human

rights criteria.
To consolidate and extend the

concepts of integrity and social

and environmental sustainability

throughout FCC's value chain. e Certification of FCC's value chain according to the criteria of
reliability, quality and transparency: ISO 9001, ISO 14001.

e |nclusion of requirements to ensure a network of customers
committed to sustainability.

Promotion of EQI's 2015 Development Program designed for female high-potential pre-executives.
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Action program Fundamentals

To contribute to the
development of people

To strengthen measures for
developing people and to lead
the cultural change in FCC in line
with the social context of diversity,
pluralism and equality of the
communities we serve.

e The implementation of development and support programmes
for working women: mentoring programmes for women, on-line
programmes on awareness-raising about equal opportunities,
workshops on women's leadership, programmes for developing
executive abilities for women and development of strategic
competencies and abilities for women in middle management.

® Signing or updating of agreements with associations for the
integration of women and awareness-raising of employees:
signing of the Agreement for Awareness-Raising and Professional
Integration of Women Who Are Victims of Domestic Violence.

Signing of an agreement with the Ministry of Health, Social
Services and Equality to increase the presence of women in
managerial positions.

Raising sensitivity and awareness about in-house and external
training on environmental issues: creation of an environmental
agent; implementation of training programmes aimed at
responsible environmental management for different profiles of
Company employees; use of shared working platforms in the web
environment integrated into the S.E.D.R.U.S.® Platform.

¢ Training and information for employees on equality and diversity:
cross-cutting training plans have been created, a course has
already been given and on-line training has been provided on equal
opportunities for women and men, made available by the Women's
Institute, through their Virtual Equality School.

* Participation in training programmes for the promotion and
development of women: development programme aimed at female
pre-executives with high potential at the EOI, Promociona project,
"Lidera Tu Futuro" (Lead your future) training workshop organised
by the Autonomous Region of Madrid's Department of Social
Affairs, Directorate General for Women.

D000

Action program Fundamentals

To improve public
attention to risk, safety
and health

To develop and promote a culture
of welfare health and safety.

¢ Training and awareness on the prevention of occupational risks:
there has been an international communication campaign on
the prevention of occupational risks, a project for consolidating
preventive cultures and a programme of activities on health and
welfare.

¢ Implementation of specific measures in facilities with a greater risk
of accidents.

e Campaigns to encourage participating in sport and caring for one's
health, and the implementation of a communication plan for the
dissemination of information and the participation in activities that
improve people's health and quality of life.

e Certification of operations under international standards: OHSAS
18001, AENOR Healthy Company.

* Reduction in accident rates and the carrying out campaigns on
health and safety.

e Preparation of the Occupational Welfare, Health and Safety Plan
2012-2016, implementation of the Healthy Company Plan and
development of the Strategic Plan for Road Safety.

¢ Active collaboration in associations involved with health and safety:

Fundacion Mapfre, FESVIAL, Cruz Roja, INSHT-IRSST-INVASSAT.
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2015 materiality study

In this Corporate Responsibility Report 2015, FCC Group
continues the criteria, principles and contents defined in the
G4 framework for the elaboration of sustainability reports in the
Global Reporting Initiative (GRI) for the third consecutive year.
The Company believes that the report has been prepared in
accordance with G4, in its comprehensive option.

The Sustainability Master Plan, which ends in 2015, determines
the structure of this report, and the specific contents are also a
response to the materiality study that was conducted in 2015.

For FCC, the materiality study is an ongoing process that
focuses on the issues of social, environmental and/or economic
nature relevant to the Company's business that influence the
decision making of its stakeholders. In the period 2013-2014,
external sources were analysed and, in conjunction with those
responsible for information at FCC, relevant sustainability issues
were identified.

The materiality study conducted for this report included a
validation phase done through external interviews focused on
institutional investors.

The materiality of FCC Group is presented in nine matrices,
three for each line of business and the three key elements
of the Master Plan. Given the unique characteristics of each
business, the priorities of the material issues are ordered
differently, depending on the impacts of the infrastructure,
water and environmental services activities.

For FCC Group, the overall set of material issues can be
grouped around the three key elements of the Master Plan
as follows:

Exemplary behaviour

e Occupational health and safety of clients, employees
and suppliers.

* Promotion of diversity in the labour force and equal
opportunities.

e Corporate policies and systems to prevent corruption.

¢ Regulatory and social pressure for sustainable
development.

¢ Retention and attraction of talent and employee
training.

¢ Information security and best practices in matters of
cybersecurity.

e Detection of illegal practices associated with
employment, like forced or child labour.

e Ensure an effective relationship between workers and
government bodies and guarantee workers’ rights.

* Responsible management in the supply chain
(purchasing relationship and practices).

e Public commitment to the highest standards in
matters of sustainability.

* Responsible management of information privacy.

Smart services

e Application of criteria relative to
sustainability in areas of research,
development and technology

® Reduction of atmospheric emissions
and emissions from energy
consumption

* Management of natural resources and
reduction of effluent and waste

® Biodiversity and impact on natural
ecosystems

e Policies that prioritise purchasing
materials with the least environmental
impact

e Public/private collaboration in the
management and protection of critical
infrastructure.

e Efficient water management in water-
stressed regions.

Connecting citizens

e Training initiatives for local
development.

* Promotion of external
communication relative to
the Company'’s activity.

¢ Philanthropy and social
action.

Materiality tells us what stakeholders expect from a company
like FCC in terms of sustainability.

The most important issues targeted by external stakeholders
are accountability focused on the occupational health and
safety of the Company's own employees and, especially, those
of contractors, in terms of retaining talent, the measurement
and assessment of the impact on human rights, corporate
social responsibility and environmental responsibility policies,
management of risks related to climate change, the response
on water management and the risk of water stress and
biodiversity, and the work done by FCC on local development
and relations with the community.

For further details on the methodology and the results of
the materiality study, see Section VIl on "How this report
has been prepared".

Next, in this year when FCC Group's Third CSR Master Plan
comes to an end, the Company wants to use this report

to provide accountability of its policies and activities in this
area of CSR, organised along the three key elements of the
aforementioned Third Master Plan, with special focus on
the issues that stakeholders have identified materially as the
most relevant.
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Exemplary Behaviour

The pillars of FCC Group’s framework of integrity

comprise ethical and compliance-related principles

from benchmark organisations such as the new Code of
Good Governance for Listed Companies of the CNMV
(Spanish Securities and Exchange Commission), the
International Corporate Governance Network (ICGN) and
the requirements of institutional investors or references in
sustainable investment such as FTSE4Good, the Dow Jones
Sustainability Index and the Equator Principles.

I 1. Corporate Governance

FCC Group's Corporate Governance seeks to comply with
the principles and recommendations in the Code of Good
Governance for Listed Companies of the CNMV (Spanish
Securities and Exchange Commission, the International
Corporate Governance Network (ICGN) and other
organisations involved.

The aim is to ensure that the performance of supervisory
functions is carried out based on a foundation of
accountability, transparency and equality.

Among other things, FCC's good governance model includes:
e Non-executive chairman.
e Presence of three independent directors (25% of the Board).

e The Audit and Control Committee and the Appointments
and Remuneration Committee are chaired by independent
directors.

¢ Diversity of gender and origin in the Board's composition:
four women on the Board of Directors (36%) and three
nationalities represented: Spanish, Mexican and French.

e Compliance with Recommendations 53, 54 and 55 of the
CNMV's Code of Good Governance on corporate social
responsibility.

Board of Directors

Diversity of gender, nationality
and knowledge

FCC's Board of Directors has the structure and composition
considered most appropriate to fulfil the Company's strategic
management and its commitment to the CNMV's new Code of
Good Governance for Listed Companies.

During 2015, a restructuring process was carried out with
respect to several aspects of the Board of Directors.

The restructuring starts with the reduction in number of the
composition of the Board, which now has eleven members.

To ensure that shareholders’ interests are properly protected,
three of the eleven members that make up the Board are
independent directors and eight represent proprietary
directors, complying with the recommendations of the Code
of Good Governance, which encourages a large majority of
proprietary directors and independent directors.

The responsibility to ensure diversity in the Board of
Directors is vested in the Appointments and Remuneration
Committee. Its functions, set out in the Board Regulations,
include preventing bias in the assessment of candidates and
ensuring that an appropriate number of women are included
among the applicants, stating the reasons should the total
number be limited.

As evidence of this commitment, FCC has one of the IBEX
35's highest percentages of women on the Board of Directors,
with four out of a total of eleven directors: 36.36%, as
opposed to the average 18% of the IBEX 35.
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Board Regulations establish as part of the functions
of the Appointment and Remuneration Committee
that the Committee must assist the Board in its
function of ensuring that the selection procedures
promote diversity of gender, experiences and
knowledge and do not suffer from implicit biases that
could involve any discrimination whatsoever and, in
particular, that they facilitate the selection of female
directors in such a way that the Company deliberately
seeks and includes among potential candidates
women who meet the professional profile sought.

Measures for the balanced presence of women and men

In 2014 FCC signed an agreement with the Ministry
of Health, Social Services and Equality to promote the
balanced participation of women and men on boards
of directors.

Under the agreement, the Board of Directors of FCC

is committed to progress in the implementation of the
recommendation of Article 75 of Organic Law 3/2007, of
March 22, for the effective equality of women and men; to
make data on the directors publicly known and to keep it
appropriately updated pursuant to recommendation 28 of
the Unified Code of Good Governance.

In addition, FCC has signed the Diversity Charter,
a voluntary code of commitment to promote the
fundamental principles of equality.

The initiative, which has been promoted by the
Department of Justice of the European Commission
for the implementation of its policies against
discrimination, includes the implementation of inclusion
policies and non-discrimination programmes by the
signhatory companies.

® 00

Evaluation of the Board of Directors

As stated in Article 34.9 of the Regulations of the Board of
Directors, FCC devotes the Board's first plenary session of
the year to evaluating the quality and efficiency of its own
performance during the previous year, to assess the quality of
its work, to evaluate the effectiveness of its rules and, where
appropriate, to correct dysfunctional aspects.

Therefore, at its meeting held on 19 January 2016, the Board
issued a report subsequent to the internal evaluation of the
Appointments and Remuneration Committee in which the
quality and efficiency of its operation and of its committees
during 2015 were evaluated.

The evaluation process included the assessment of the various
aspects that influence the efficiency and quality of the Board's
operation as well as the contribution of individual members to
carrying out their duties. To do this, all members took an active
part and their comments, assessments and suggestions were
taken into account.

The conclusions and assessments drawn from this process
have been positive in all areas of the assessment, from the
composition and internal organisation to the performance of
the powers attributed to the Board itself.



01 02 0304 05

Letter Letter from Governing Goals and Regulatory
from the the CEO Bodies Strategy Disclosures
Chairwoman

548 ‘ FCC_Annual Report_2015 V. Exemplary behaviour. Page 3 of 20

Responsibilities in risk
management

Integrated risk
management model

According to Article 37 of the Board's Regulations, and

as stated in the new Code of Good Governance for Listed
Companies’ recommendation 53 and recommendations 39
to 46, the Audit and Control Committee's main function is

to serve as support to the Board of Directors in its general
content of oversight and supervision, in particular with regard
to the Risk Control and Management Policy, risk monitoring
and mitigation, and supervision of the Company's internal
audit services.

Currently, the Risk Committees are incorporated within the
committees in each of the business areas. There are plans to
the relaunch the Risk Committees in the business areas

in 2016.

During 2015, the Risk Management Department drew up
the Risk Management Policy and System, which is expected
to be approved by the Group's Board of Directors in 2016,
promoting the implementation of the risk control and
management model.

0S

Infrastructure

06 @78 G

FCE Environmental Water
in Figures Services Management

Cement

The Risk Management Regulations are aimed at implementing,
developing and continuously improving a work framework, the
object of which is to integrate the risk management process
into corporate governance with regard to organisation,
planning and strategy, management, reporting processes,
policies, values and culture. These include the definition of

risk appetite and strategy, functional segregation of areas
managing or taking risks and "zero tolerance" toward the
commission of unlawful acts.

The role of the Board of Directors'
committees

For the correct operation of the Company, the Board of

Directors has three committees:
9 Audit and Control
Committee

o Executive Committee

10 11

Financial
Statements

Decides on issues related to
investments, divestments, debts,
loans, guarantees or bonds or any
other financial facility.

Its functions are focused on
consultancy about and naming
of executives with the profile
most suitable to their functions.
In addition, it is in charge of
overseeing the observance of the
remuneration policy established
by the Company, and, more
specifically, it proposes the
remuneration policy for directors
and executives to the Board of
Directors.
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e Appointments
and Remuneration

Committee

This committee serves as support
for the Board of Directors in its
tasks of surveillance, via the
periodical review of the process
of drafting economic and financial
information, of its internal controls
and of the independence of the
external auditor.
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H 2. Framework of Integrity and Ethics

Following the recommendations of the Federal Sentencing
Guidelines and the regulatory implementation of Article 31
bis in the Spanish Criminal Code, FCC Group reinforces its
commitment to ethics and due diligence in the prevention,
detection and eradication of irregularities.

The elements that FCC has implemented to build the integrity
framework are the drafting of a Code of Ethics (adopted

in February 2012), the Crime Prevention Manual, fiscal
responsibility policies and the communication of all these
elements to the employees of the entire FCC Group.

Set of rules and procedures
in FCC Group

Codes and policies

FCC Group's Code of Ethics sets the standards of conduct
that guide the actions and behaviour of Group employees in
ethical, social and environmental matters. It includes, among
other things, issues related to human rights, corruption,
bribery, human capital, health and safety. The ethical principles
contained in the Code affect all employees, suppliers and
contractors, and are compulsory.

The Group also has an Internal Code of Conduct in the
Securities Market and a Crime Prevention and Response
Manual. The latter includes a control system structured into
different phases and bodies with the aim of reducing and

hindering cases where FCC Group people commit some kind
of crime that may affect the Company. The manual identifies
behaviours that pose a risk and the response protocoal,
procedures that are compulsory for all components of

the Company.

. FCC Group’s Fiscal Code of Conduct

Approved in 2014, this document establishes
the policies, principles and values that should
guide the behaviour in tax matters within the
Group.

The new Code is aligned with the mission,
vision and corporate principles of the Group, in
addition to the Corporate Social Responsibility
Policy and, in particular, the Code of Ethics.

All FCC Group employees must comply, with
regard to the part applicable to them based
on their activities and functions within the
Group, with the procedures concerning the
management of the tax area defined in the
"FCC Group's Framework Standard for Fiscal
Control", ensuring that relevant decisions

on tax matters are overseen by senior
management of the Group and are properly
supported, taking into account possible risks
assumed.

Responsibility for Ethics in FCC

The Audit and Control Committee ensures that disciplinary
action is taken in cases of a breach of the Code of Ethics and
assesses the risks related to ethics, integrity and compliance,
integrating them into the risk control and management system.

The Response Committee is responsible for promoting the
dissemination of and compliance with the Code of Ethics.

It is a responsible body approved by the Board of Directors
and consists of the General Manger of Internal Auditing, who
chairs the committee, the General Manager of Legal Counsel,
the General Manager of Human Resources and the Director

of Corporate Responsibility. This Committee is responsible for
monitoring the communication procedure in matters relating to
criminal offences and the Code of Ethics, and investigation or
closure thereof as appropriate.

Ethics channel

FCC offers all Company's employees an internal
communication channel that they are required to use to report
breaches of the Code of Ethics.

However, FCC offers its employees an e-mail address
(comitederespuesta@fcc.es) as well as a mailing address, to
the attention of the Chairman of the Response Committee.
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Communication and training
on the Code of Ethics

The FCC Group carried out training at the time on the Code of
Ethics, however there is a plan for training and dissemination
so that all Group employees know, understand and identify
with the principles and conduct set out in the process of
defining FCC’s Code of Ethics.

The main channels for dissemination are currently the website,
the Welcome Manual and subject-based informative tips at
work centres for employees who don’t have computers.

I 3. FCC's Team of

Professionals

The Human Resources Policy, in line with FCC Group's
principles, has a clear mission: "To promote and encourage
the development of people, communication and a proper
work environment, together with the strategic objectives

of the Company, through efficient management of
specialised HR services in a context of diversity, equality and
internationalisation”. This policy seeks to boost productivity,
safety, training, integration and satisfaction within the Group,
as well as commitment and a sense of belonging.
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The Human Resources principles related to the impact on
employee satisfaction, which is the pillar of this policy, are:

1) Reinforce the motivation of key people within the Group.

2) Encourage the sense of belonging to the Group at
international level.

3) Live the culture and corporate values.

4) Encourage the participation of FCC people in
Group projects.

10
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5) Support the process of integrating people and encourage
their development.
6) Improve the skills of the management team.
7) Develop a comprehensive and holistic perspective with

healthy workers who are involved and trained as an
investment for the future, both collectively and individually.

Best talent available

to the Group
1
Training and FCC S " N
development HR policy qual opportunities

Health, safety
and welfare

Inclusion of
disadvantaged groups
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The talent of FCC's
professionals

Attracting talent

FCC Group continues with its plan to reinforce its staff initiated
in 2014 to strengthen the Company in preparation for the
imminent process of the internationalisation of the business
and the cultural change that this entails. Within this, FCC

is implementing a global programme to assess potential

and identify talent for the development new career plans.
Given the Company's internationalisation policy, FCC has
undertaken various projects within the framework of the Talent
Internationalisation Plan to attract and retain talent profiles
adapted to this new strategic vision, such as the International
Programme for Young Engineers.

. International Programme
for Young Engineers

This program, developed by FCC Construccion

and subsequently implemented in other areas like
Environmental and Central Services, aims to promote
the development of new graduates to ensure a
proper succession of key positions in the Company.

The program lasts six to nine months and consists of
two phases:

Other talent development programme:
Multi-company Talent Development Programme

Since 2014, FCC Group has been actively collaborating with
the Fundacion Transforma Espafa in the Multi-company Talent
Development Programmme. The programme aims to promote
the development of staff with high potential with the ultimate
goal of increasing the presence of young people on the
steering committees of Spanish companies.

FCC Aqualia's joins the Dual Training Alliance

In 2015 the Group's water management company

FCC Aqualia joined the Alianza para la Formacién Profesional
Dual (Alliance for Dual Vocational Training), thereby joining in on
the global upward trend in the field of education. The Alliance
is made up of a network of companies and other institutions

e Corporate theoretical training on different areas of the
organisation.

e Practical training in various national and international
projects under the supervision and support of a
tutor who, besides helping them, assessed their
performance.

At the end of the programme each engineer is assigned
a position at international level to retain trained personnel
who can contribute to the Company's strategic goals.

whose common goal is to develop a model of quality dual
vocational training adapted to our environment that will
improve the skills and employability of students.

Employment and recruitment of
professionals

In 2015, FCC received a total of 32,485 curricula vitae and
carried out a total of 352 recruitment processes. During the
year, a total of 247 new employees joined the Company. In
addition, in line with the Company's Internal Mobility Project,
175 jobs for FCC workers were published.

2,014 O Trained employees

434,297 O Hours of training
352 O Selection processes
32,485 O CV’s received
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Retaining talent

Through FCC's Talent Management Department, FCC
dedicated efforts to creating an environment that would make
it possible to attract, motivate, develop and retain the best
professionals. The measures to achieve this encompass:

¢ Facilitating internal mobility between businesses and
countries.

e Consolidating a results-oriented culture.
¢ Implementing benefits and compensation policies.

¢ Reinforcing training processes common to the various lines
of business.

¢ Implementing a system to analyse the potential succession
plans for key positions.

¢ Definition of FCC Group's managerial skills.

FCC has an internal mobility programme that offers professional
development opportunities. To this end, the Group has an on-
line application which is accessed through the intranet where
all available vacancies are published and on which 175 internal
mobility offers were published in 2015. With the implementation
of the internal mobility policy, whereby transparency and
confidentiality are guaranteed throughout the process, the
number of applications has increased during 2015.

The perception of FCC by those outside the company is
important for measuring the Company's reputation as a
place to work. In 2015 the Company reached the 80th place
in the MERCO People index. This ranking aims to identify the
100 best companies to work for, and uses a methodology
that incorporates both an internal analysis and a benchmark.
The evaluation process incorporates the results of surveys
carried out at universities, business school students, HR
managers, employees of the most reputable companies, and
the general public.

With regard to the MERCO Manager indices, an indicator
of the corporate social responsibility policies, and MERCO
Companies, a reputation index, FCC has reached, in 2015,
86th and 80th positions respectively.

Competencies evaluation

In addition, the Company continues with the improvement

of an organisational structural model based responsibilities
and competencies. To do this, work is being carried out on
redefining career paths for technical careers and management
careers, on strengthening training in different management
areas, in boosting performance management systems,

as well as on the implementation of potential analysis and
management succession plans.

In addition, in its search for the greatest efficiency and
performance quality, FCC is implementing talent identification
programmes based on the five core skills identified for the
Group in order to select the most qualified professionals for
each type of project based on the most appropriate qualities
and training for each one. This is how the most complex
challenges are dealt with by the Company's most capable
professionals.

Training

Training is a pillar of FCC Group's business strategy, as it
represents the basis for the Company's performance and its
ability to meet challenges. This is why it has various training
school so it can offer a comprehensive education to the
people who make up FCC, among which are managerial skills
as well as languages and technical skills.

In addition, technology is included in order to facilitate
training and share in a direct and flexible fashion the Group's
knowledge and experience, offering both classroom and on-
line training to reduce costs and simplify access.

During 2015, in order to meet the Company's strategic needs,
but also in response to the demands of FCC's professionals,
the multi-disciplinary focus was put on languages and finance,
although the structure of FCC's multi-disciplinary courses has
been maintained with its five classical schools.

The main figures from language and finance training are as
follows:

No. of
employees Number of
Training area trained training hours % of training
Languages 649 35,113.47 8.09%
Finance 1,365 13,467.50 3.10%

Altogether, they were 48,580.97 hours of training in both
disciplines, training a total of 2,014 students: 649 in languages
and 1,365 in finance. The percentage of total training for these
training areas was 11.19%.
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Multi-disciplinary training schools _ In 2015 a total of 434,297 hours of training was provided at
FCC Group. The largest percentage, in terms of time, of this
Management school Administration and Finance, Quality and Management tools, Legal, Information Security, Project management, training, 64.04% was directed to the Environment business.
Communication and CSR, Human Resources, Secretarial, Prevention of Occupational Risks. With regard to the gender criteria and in correlation with the
o . i , percentage of male and female staff, 81.27% of the training
School of principles FCC principles, standards of expected behaviour of employees, internal rules on the matter. o
was for men and 18.73% for women.
Skills’ School Analysis and decision-making, effective communication, management by objectives, change management,

With respect to the subjects taught, the technical expertise
for the production and operation of the facilities, Occupational

Risk Prevention, and languages, have been the subjects to
Computer skills School User and professional level knowledge of office software. which the greatest number of hours of training have been

leadership, negotiation, focus on results, planning and organisation, team work, training trainers, international
business relations.

Language School English, German, French, Spanish, Portuguese and Arabic. dedicated, reaching 80.95% compared to the overall amount.

Our professionals

Number of People FCC Group has a workforce of 55,145 professionals, 21.68%

employees Over 45 with Men Men Men Women Women Women Women o
Business area Training hours trained years disabilites  category|  categoryll category lll category IV  categoryl categoryll categorylll category IV of whom are women. Of the total, 47.41% of the peOple who

work for FCC are under the age of 45 and only 8.85% have

Aqualia 73,648 7,202 3,115 100 206 1,280 1,496 2,596 75 303 764 572

. a temporary contract (13.88% on permanent contracts and
Construction 80,467 3,658 1,275 21 186 924 545 1,339 199 214 211 40 77.27 % are Seconded Staff, most'y permanent Contracts)_
Environment 238942 27,568 7,906 148 327 1,422 4,040 16,878 70 488 1,006 3337 In addition, the low turnover rate should be noted, which in

) 2015 was 3.5%.
Industrial
waste 6,801 474 110 0 23 66 96 140 26 73 41 9 Employment management in a process of internal
Cementos restructuring
Portland 20,476 3,275 1,962 20 136 627 585 1,680 20 52 149 26 . . ,
Following the entry of new controlling shareholders in

Central the capital of the FCC Group, over the past two years
Services 14,201 822 34 2 326 55 22 1 281 40 96 1 the Company has been undergoing a process of internal
Total 434,297 43,035 14,700 291 1,197 4,374 6,772 22,630 664 1,162 2,251 3,985 restructuring to adapt to the new strategy and management

that the new management team wants to implement. This
Cat. I: managers, department heads, heads of services and site managers.

rocess directly affects the Group's professional workforce,
Cat Il: section managers, heads of negotiation, heads of workshops, high and mid-level graduates, and similar. P K . Y _p P
Cat. lll: administrative personnel, assistants and technical assistants and similar. which is in the process of adaptlng to the new structure

Cat. IV: operators, juniors and associates. proposed.
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Within the restructuring process, the process of internal
mobility is encouraged and prioritised. So, during 2015 a total
of 14 Central Services employees became part of the lines of
business staff.

24% O Percentage of female managers
out of the total number of managers

7,654 O Employees with permanent

contracts

42,613 O Seconded staff

942 O Employees with some kind
of disability

. % Average turnover rate by geographical area

13.16%
8.83% 8.91%
7.43%
3.50%
Spain Rest US and Latin Other Total
of EU Canada America

06 &/ O

10

14

FCC Environmental Water Infrastructure Cement CSR Executive
in Figures Services Management Personnel

Seconded staff are consigned to public or private contracts
where the Company has won the tender. Although they
have a temporary labour contract, normally they have
stable employment, as the majority of the applicable Labour
Agreements cover the compulsory subrogation of personnel.
. Employees by gender and professional category

60000 ... nhose

Women Men

50,000 ‘ .

40,000

80,000 -

Cat. I: managers, department heads, heads of services
20,000 and site managers.
! Cat II: section managers, heads of negotiation, heads
of workshops, high and mid-level graduates, and similar.
10,000 ----e-e--B208 Cat. lll: administrative personnel, assistants and technical
1,454 ® assistants and similar.
(o | Cat. IV: operators, juniors and associates.

. Employees by age group

9,381

9,033

8,748
7,759
6,721
5,370
3,803
2,977
1,248
= :

16-18 19-24 25-29 30-35 36-40 41-45 46-50 51-55 56-60 61-65 + 65
years years years years years years years years years years years

. Employees per type of contract and business area

1,201 @ 35,478® 5934 @ oe oe oe 42,613 ®
2,633 ¢ 1,513 ¢ 710 70 oe 15e 4,878 @
3,017 1,691 @ 989 @ 1,678 ® 20 277 @ 7,654 ®
Construction Environ-  Water Cement  Energy Corporate  Total
mental Mana-
Services gement

. Seconded . Temporary . Permanent
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DiverSitg integ ration Worthy of note is the Protocol for the Prevention of Workplace The following chart shows the distribution of FCC Group
'. Bullying and Sexual Harassment, a preventive mechanism employees by gender and location:
and equalltg at FCC that includes guidelines of conduct to ensure the dignity,

integrity and equal treatment and opportunities for all male and

female workers, and is compulsory. In addition, all Company Distribution of employees by gender and location

Equity in employment and promotion

e employees are urged to report any situation of workplace 50,000
opportunities and sexual harassment through the mailbox provided for this e
FCC Group operates in the matter of equal opportunities both ~ PUrPose and described in the Group's Code of Ethics. The 40,000 '
internally, through the Equality and Diversity Policy and its complaints received are handled confidentially. To educate . Women . Men
mechanisms, as well as externally, with active participation and ~ €MPloyees on equality, FCC has designed and provided on- 30,000
collaboration in events and organisations. line courses on Equality, the Code of Ethics and Harassment
Prevention. 20,000
FCC's Equality and Diversity Policy, approved by the Steering o . . . esse
Committee, establishes diversity as key to the Company's In addition, the Group’s main companies, Fomento de 10,000 65730
success and identifies equal opportunities as one of the Construcciones y Contratas, FCC Construccion and Y to1e L oroe 2,;2:
organisation's absolute principles of conduct. Along with the FCC Aqualia have signed an agreement with the Ministry of . - 4900 O
Code of Ethics, the Policy embodies the principles of conduct Health, Social Services and Equality to increase the presence Spain Restof EU US and Latin Other
regarding equality at FCC: of women in management positions and steering committees. Canada America
"FCC fosters an environment in which all people can do their
work without fear of humiliation, harassment, intimidation, or
physical or verbal aggression. The procedures are monitored . Adherence to the "Women's Empowerment Principles”
and subject to review to ensure that no discrimination, whether
direct or indirect, goes unpunished". FCC has subscribed to the principles of the United 3) Ensure the health, safety and well-being of all
Nations Global Compact, which help companies women and men workers.
when examining the policies and practices they apply  4) Promote education, training and professional
in the area of women's empowerment. The principles development for women.

e 0lows: 5) Implement business development, supply chain

1) Establish high-level corporate leadership for gender and marketing practices that empower women.

S 6) Promote equality through community initiatives and

2) Treat all women and men fairly at work; respect advocacy.

B s iahits nd non-discrimination. 7) Measure and publicly report on progress to achieve

gender equality.
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Equality plans at FCC

To promote the implementation of measures that allow
objectives to be achieved that are established in matters
such as access to employment, promotion and training,
remuneration, commitment to preventing gender violence,
work, personal and family conciliation, and shared
responsibility between men and women, occupational health
and communication, as well as the prevention of sexual and
gender harassment.

As of 31 December 2015, the Group has equality plans

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

FCC Construccion; FCC Aqualia; Cementos Portland
Valderrivas and FCC Infraestructuras Industriales y
Energéticas, FCC Medio Ambiente and Servicios Especiales
de Limpeza, S.A.,. FCC Aqgualia and FCC Construccion are
outstanding in this regard, having renewed this past year their
Equality Plans for 2015-2018, and FCC Medio Ambiente and
Servicios Especiales de Limpeza, S.A., which signed their
first plans. In addition, it is important to highlight the fact that
the companies in the Group that have less than 250 workers
(and therefore have no legal obligation to subscribe to equality
plans) are also covered by an equality plan (that of the parent
Company or head of the area to which they belong).

At FCC, women are 21.68% of the total workforce of the
Company, and women’s leadership is very much present in
the running of the Company, with a significant commitment

to further increase the number of women in positions of
responsibility. In 2015 four women were members of the Board
of Directors, representing 36.36%, and the percentage of
women members of various steering committees was 24%.

06" 7S EEE—

FCC Environmental Water Infrastructure
in Figures Services Management

One of the most recent and notable programs has been the
first mentoring programme for women at FCC Aqualia aimed
at promoting the Company's female talent. This first edition
was successfully concluded, reinforcing the Company's
dedication, recognised through seals like the "Equality in the
Workplace" seal awarded by the Ministry of Health, Social
Affairs and Equality.

Apart from the promotion of women's leadership, FCC
maintains a constant public fight against gender violence. This
commitment is based on two fundamental principles:

1) Zero tolerance.
2) Favour the social and professional integration of victims.

In 2010 the Company signed a collaboration agreement to join
the “Businesses for a society free of gender-based violence”
network to promote awareness against gender-based violence
and the employability of the victims. In addition, as we have
seen, in 2015 the Company once again participated in the
campaign promoted by the Ministry of Health, Social Services
and Equality.

To support professional integration, the Group collaborates
with various foundations. Along with the Integra Foundation,
an organisation for the labour insertion of disadvantaged
groups, it focuses its efforts on female victims of gender-based
violence. Since 2011, 93 people have been hired by FCC
through this foundation.

In addition, FCC is also working with the Spanish Red Cross,
in its Employment Plan, aimed at improving the situation

of female victims of gender violence. A total of 40 female
victims of gender violence have joined FCC's workforce
through this plan.

w
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International Day for the Eradication
of Violence against Women

25 Dia Internacional de la ELIMINACION
fror de la Violencia Contra la Mujer,

FCC . : 72 W= Contra of maltfto lamh al 016

Every year on the 25 November, FCC makes an
appeal within the Company to recall its principles
and provide information on its commitment and
vision: zero tolerance for gender-based violence
and the promotion of the social and professional
integration of female victims.

This year, FCC joined the UN "Orange the world"
worldwide campaign with volunteer-based
actions in all countries where FCC is present. The
campaign was translated into fourteen languages
and carried out various activities including photo
exhibitions, video projections, handing out of
orange-coloured ribbons, sending mailings to all
employees and dissemination of #orangetheworld
hashtag on social networks. In addition, the
various intranets provided updated information
related to this day, including news, videos, photos
and other items.
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Ministry of Health, Social Services and
Equality's campaign against gender violence

As it does every year, FCC has joined the
Ministry of Health, Social Services and Equality
gender violence awareness campaign: “If there's
a way out of gender violence, it's thanks to

you. JOIN US". This is a campaign aimed at the
general population whose main goal is to get
everyone involved in achieving a society free of
gender violence and in supporting women who
suffer abuse.

Since 2010, FCC has been a signatory of the
cooperation agreement with the Ministry to
promote awareness of gender violence and

the employment of victims, and is part of the
Businesses for a Society Free of Gender-
Based Violence network. For real and effective
implementation of this commitment and
principles upheld by FCC, we have entered into
several agreements with specialised entities for
the employment of women who are victims of
gender violence, such as the Red Cross and the
Integra Foundation.

Employment as a means of integration
for people with disabilities

The FCC Group shows a clear commitment to the integration
of people with disabilities in the workplace as a key element
for social integration and personal growth. Moreover, at FCC
consideration is given to employment and economic reasons
for the management of people, beyond those that are ethical
and social, for the effective management of diversity and
disability. The Group is aware of the direct impact of diversity
on competitiveness and corporate and personal benefits.

In line with FCC's Disability Management Plan, training has
been provided on different areas of the Group, such as HR,
Purchasing and Recruitment. In addition, during 2015, a
diagnosis report on FCC's management of disability based on
the BEQUAL model was prepared. This report will serve as a
starting point for defining the most appropriate measures for
the optimal management of disability and inclusion.

To succeed with this commitment, FCC actively collaborates
with specialised organizations and various professionals that
provide advice on managing recruitment and employment
support for people with disabilities for them to join the
Company. This advice makes it easier to understand the
profiles that are suitable for each position and simplifies the
Company’s standard integration process. FCC has about one
thousand workers with recognised disabilities of 33% who
account for 2.31% of its workforce.
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In addition, as a sign of its involvement, with the renewal of the
agreement with ONCE Foundation and the Inserta Programme
for the training and employment of people with disabilities,
FCC has committed to hiring 125 people with disabilities in the
Citizens Services Company during the 2014-2017 period. This
agreement represents the second-largest commitment to work
integration in the Company, together with the newly opened
FCC EQUAL CEE promoted by the environment division.

Beyond directly contributing to employment by hiring, FCC
supports various projects and promotes social inclusion
through workshops, training courses and other activities in
collaboration with the following foundations:

¢ Adecco Foundation and the Family Plan: resumed during
2015 in some of the Company's businesses, this plan is
designed to help the disabled family members of workers
and is focused on increasing their autonomy, integration and
subsequent access to the labour market.

e Integra Foundation: Committed to people at risk of social
exclusion and people with disabilities, with a collaboration
agreement with FCC that we've renewed tacitly since 2011.
FCC is part of the foundation's Board and makes an annual
donation of 15,000 euros. Thanks to this collaboration, the
hiring of women who are victims of gender violence has
been reinforced in the Company.

e Prevent Foundation: worthy of note is the "Entrepreneurs
classroom" project, which functions as an incubator for
business ideas from entrepreneurs with disabilities. FCC
participates with a financial contribution and with Company
professions who contribute knowledge and experience in
training sessions that they teach and also serve as tutors for
participants in their business projects.

The biggest challenge for the coming years in this area is to
transfer the various measures and initiatives developed in

Spain to the international scene in which FCC Group operates.

. Launch of FCC Equal CEE

One of the most outstanding projects in the field
of integration of people with disabilities is the
creation of FCC EQUAL CEE, promoted by the
environment division. FCC EQUAL is a Special
Employment Centre in which eighteen people,
thirteen of whom have disabilities, are already
working. Thus, the goal sought is not only to
provide job opportunities but to provide the
skills, capacity and appropriate competencies for
professional development in the Company.

Health and safety for greater
well-being

The Company's strategy, business model and internal
policies agree on the importance of the people who make up
FCC Group and, therefore, one of the priority objectives is

to ensure the welfare of the workforce. The commitment to
improving health and safety is unanimous, in accordance with
the provisions of the Occupational Health and Safety Policy
supported and approved by the general management and the
Board of Directors. FCC Group has specialised human and
technical resources that have distinguished the company in
this area, thanks to the good results and awards received.

The organization is aligned with the proposals of the World
Health Organization and the International Labour Organisation
on defending the promotion of occupational welfare as

a quality factor that integrates people’s health and the
Company’s productivity. It is our responsibility to take care

of our employees in order to create a sound, reliable and
sustainable organization.

Safety as a hallmark

FCC's strategy and policy in health and safety are adjusted to
each of the Group's divisions, which allows for better adapting
them to the circumstances of the activities and organisations
that have contributed to the Company's experience. This

risk prevention strategy encompasses all the activities of

FCC Group and all geographic areas and is governed by

the criteria and International standards of OHSAS 18001;
certification now covers almost 100% of the workforce.
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To address the management of health and safety risks, FCC
has a specialised multidisciplinary team which covers the
needs of all the people in the organisation and provides the
necessary protection for the performance of their duties.

The Company continues to use the Incorpora tool, which is

a HR information system to obtain data on absenteeism. The
second version of this tool was launched by the IT division
and provides greater accuracy and reliability of the Company's
data on accidents and absenteeism, making it easier to
monitor safety issues. One of the challenges set for 2016 is to
integrate data from the entire FCC Group into this tool.
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‘ Absenteeism Management Plan

FCC Environment is working with FREMAP on the
implementation of a pilot project for the control
and management of absenteeism. The project
provides for continuous real-time management
for at least three years with periodic monitoring of
the most important indicators.

The ultimate goal is to improve FCC Group's
absenteeism rates for work- and non-work-
related reasons compared to 2014 as a baseline.
The pilot project focuses on the provinces of
Madrid, Barcelona and Guipuzcoa; centres with
the worst rates are selected, and it lasts for
twelve months.

Once the first phase of the project is completed
and conclusive data is available, a nationwide
plan with specific goals to improve absenteeism
for work and non-work reasons will be
established.

Our teams are highly trained, skilled and educated, and know
the value of education, information, instruction and training in
occupational safety, in risk perception, prevention, and road
safety, as well as the specific risks inherent to a particular job.
In 2015 the training needs were covered with an investment
of around one and a half million euros (€1,434,393) for a total
of 110,343 hours of training in the prevention of occupational
risks for almost 15,000 participants.
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Visitation programme for contracts with
a high accident rate and the Preventive
Culture Project

Both actions are part of FCC Aqualia's measures
to reduce levels of absenteeism for work-related
reasons.

The visitation programme starts with a detailed
analysis of the accident frequency rates of
individual projects. After that, a programme for
visits to contractors with high accidents rates was
prepared that would make it possible to discover,
in detail, the conditions that might be causing
these results. A total of nineteen contractors were
visited nationwide as part of the programme and
a specific plan was launched in Italy.

In addition, the Preventive Culture Project,
initiated in 2014 has successfully completed the
second phase, including the overall diagnosis of
the entire Company and the design of an Action
Plan for Improvement with eight specific actions
to be implemented over the next three years.

Executive
Personnel
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‘ Road Safety Strategic Plan 2010-2015

“0 Accidents”: objective and horizon
of FCC’s preventive management

Although the goal of zero accidents was
fulfilled in some of the work centres and
companies, FCC Group continues to
work to reach and maintain it in all the
work centres where it operates. The types
of accidents in general terms are mainly
caused by overexertion (27.8%), followed by
falls, tripping over, twists and slips (20.4%)
and blows (19%). The 22.2% reduction of
road accidents in 2015 should be noted.
This reduction is the result of the proper
implementation of the lines of action of
the Road Safety Strategic Plan and the
commitment of the business divisions to
reduce road accidents and road accident
victims, as a result of all the work being

carried out in the field of education and driver
training; with awareness campaigns, including

inspection plans, route management
and vehicle fleets, as well as safety and
sustainable mobility itself.

The Road Safety Strategic Plan arose to provide answers
and an organised and unwavering commitment to safety
and driver education; sustainable and efficient mobility

and the fight against road accidents. FCC has combined
strategy, teamwork and technology to compete and lead
the race for road safety, which in 2015 closed this first Plan
with a very positive balance:

¢ Policies, regulations and management:

- FCC Ambito and FCC Environment have drafted their
own division plans.

- Road safety and mobility in the CR Master Plan, in
the Strategic Plan for Health, Safety Occupational
Welfare, in the FCC Healthy Company project in FCC's
Welcome Manual.

- Road safety and mobility in the Road Traffic Offences
Management Procedure, in the Travel Procedure and
in the Vehicle Allocation Regulations.

e Agreements, conventions and working groups:

- With specialised organisations and institutions, such
as MAPFRE FOUNDATION-Road Safety Institute;
FESVIAL and the Alcobendas City Council.

- Commitment and participation in the European Road
Safety Charter; in the Road Safety Council and the
DISEV (guidelines and indicators on occupational road
safety) Commission promoted by the State Traffic
Department (DGT).

e Information:

- Publication of more than fifty traffic regulations and

regulatory references; national and international road

NS 14
s B

000

policies; reports, articles and studies, in addition to
communiqués on road safety and mobility, traffic,
accident rates, road health, plans, etc.

e Training:

- Training plan with more than 23 different training
activities.

- Prevention technicians, medical services, construction
site personnel who work on the road and professional
drivers have received specialised training.

- Practical training was given in vehicles on safe driving
and efficient driving.

e Communication:

- Road Safety Portal with an events calendar, technical
documents and campaign materials.

- FCC web publications; FCC ONE intranet;

FCC Construccion and in the intranet bulletins from
Latin America with more than thirty items of information
on the signed agreements, best practices and evolution
of the Road Safety Strategic Plan.

e Regular specific campaigns as well as participatory
campaigns such as, e.g., "Road and work accidents" in
FCC Environment's Levante Il Regional Office, in which
1,378 workers participated; in 40 centres; 58 hours of
lectures given; 8,400 leaflets handed out and 576 posters
distributed.

The Road Safety Strategic Plan has helped reduce

road accidents and pollution, to raise awareness of the
environment, to promote road rules, to respect and comply
with them, and teach the values of peaceful coexistence,
solidarity and courtesy.
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Main accident rate indicators in 2015

Compared to the previous year, the frequency rates and
incidence rates have decreased by 5% and 2% respectively.
While the Infrastructure and Environmental Services divisions
have reduced the incidence rate for 2015 by 18% and 3%,
respectively, FCC Aqualia has increased the rate by 10%. In
addition, the severity index and the absenteeism rate have
increased: 4% for the former and 8.5% for the latter. Some of
the main indicators relating to FCC Group’s accident rates are
presented below:

. Incidence rates

49.85
30.47
21,79
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Construccion Medio Ambiente Aqualia
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Health protection and care
) ) ) ) FCC a Healthy Company
During 2015 the Company has continued its promotion of the

Healthy Company project launched in April 2014. After years

of working with various initiatives, this project integrates a Among the initiatives that have been launched to
strategy of continuous improvement of the protection of health, implement the Healthy Company project are, among
safety and welfare along with the Company's productivity others, the following:

and sustainability. The main objective is to create a culture of

healthy living to reduce accident rates and absenteeism, and * Health-related: campaigns like "Watch your back’,

‘Take care of your heart' or “You can stop smoking;

promote the improvement of people's quality of life.
you really can’; activities on the treatment and

With the aim of continuing to contribute value to people, we prevention of drug use, the distribution of information
are working to provide spaces and information for a healthy life on eye health, fatigue and other related risks;

in terms of physical, mental, emotional and social well-being of vaccination programs and encouraging medical

the workforce, their families and citizens. examinations.

e Food-related: agreement with the supplier of the
vending machines for the green labelling for healthy
products, posters with recommendations in break
areas, criteria from the Nutrition, Physical Activity and

Obesity Prevention Strategy (NAOS) when hiring the challenges and the exchange of information, a
services of hotels and restaurants, as well as other platform where FCC employees can share, create and
measures to improve employees eating habits. Our participate in a healthier and more active life.

own Medical Services have led numerous campaigns
and initiatives for the prevention of, and information
on, illness and health promotion, such as the Healthy
Tapas competition.

FCC a Healthy Company is a reality inspired to improve

the health, safety and welfare of the people who work at
FCC that has an impact on companies and communities
where the Company provides services, with sustainable,

e Physical-activity-related: Plans for warming up and responsible and effective management. The FCC Group
stretching before working hours, programmes like formalises this reality by adherence to the Luxembourg
'Step by step for your health' to encourage walking Declaration. During the past two years, various
and the creation of sports teams to participate in Group regional offices have gradually formalised their
different leagues. Worthy of mention is the Sports’ certification as a Healthy Company through AENOR, as
Social Network, launched in 2014, a space to in the cases of the regional offices in La Rioja, Aragon

encourage sport and physical activity, with events, and Catalonia.
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Leadership and contribution to health and
safety projects

FCC's objective is to acquire profound knowledge through
learning and experience in order to implement the most
effective measures. This requires constant monitoring and
evaluation of decisions and results, collaboration with other
stakeholders and maintaining an ongoing process of studying
new information and news related to this matter.

However, the correct implementation of the conclusions and
the programmes designed to improve people's safety requires
their involvement. The communication of results is a key
element, not only for internal management but also to publicise
our achievements and efforts and to disseminate good
conduct that may be applied by other stakeholders. To this
end, various communication media are used, both internally
and externally:

e Internal: this includes the Company's intranet portals and
those specialising in health, safety, occupational risks and
road safety which provide information and documentation
in addition to an agenda of related activities. In case of
emergencies, employees also have a communication
channel for serious accidents and an email address
(direccionpri@fcc.es) for other needs.

External: this includes the FCC Bulletin (Red de
Comunicacién), which has a special section called
“Wellness".
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Promotion, collaboration and health and safety awards

FCC continues to be actively engaged in the promotion and
dissemination of a health and safety culture, in addition to
encouraging good practices, and it continues to implement
various initiatives that promote good habits among its
professionals:

FCC Aqualia has renewed the certification of the
Occupational Health and Safety Management System in
accordance with the OHSAS 18001 standard at the national
level, and has obtained it internationally at almost all of the
Company's sites, including the ones located in the following
countries: Mexico, Uruguay, Chile, Montenegro, Portugal,
Italy, Czech Republic, Algeria and Saudi Arabia.

2015 Distinction from the Valencian Institute of Occupational
Health and Safety (INVASSAT) for FCC Aqualia for
conducting research on the prevention of occupational risks.

Recognition by Asepeyo of the FCC Aqualia regional offices
in Almeria and the Balearic Islands for their work on reducing
workplace accidents.

In the Middle East, FCC Aqualia's work was recognised as a
candidate in the Daman Health & Safety Awards.

Organisation of conferences by FCC Aqualia on health

and safety in collaboration with government agencies. Of
particular note are those organised on risks in the integrated
water cycle sector at the Occupational Risks Prevention
Centre in Malaga, or the training seminar on confined
spaces given through the Occupational Risks Prevention
Centre in Aimeria, both operating under the Andalusian
Regional Government.

10

Cement

w
13

CSR

12

Corporate
BOvernance

11

Financial
Statements

14

Executive
Personnel

© 00

This promotion and dissemination of health and safety

by FCC Group extends outside the Company by sharing
knowledge in this field in various forums, conferences and
other events, among which are:

Participation of the Environment division at the 4th National
Occupational Health and Safety Conference at the University
of Zaragoza.

Participation of the Environment division in technical
seminars by INSHT, the Spanish Network of Healthy
Companies: a path to workers' holistic health.

Participation by the Environment division as speakers at
the Foment del Treball "Communication and Marketing in
Occupational Risk Prevention" conference.

Participation in the European Week for Health and Safety.

Participation of the Environment division as a speaker at
the INSHT panel session "Good practices in participatory
management of psychosocial risks".

Participation of the Environment division as speakers on
models of good practice at the INSHT technical conference
"How to focus on psychosocial risk prevention: awareness,
participation and models of good practice".
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I 4. Extending FCC's Principles along the Supply Chain

A management model that
ensures transparency,
competitiveness and objectivity

The centralization of the procurement system in the

FCC Group enables the application of the basic guidelines
contained in the Group procurement policy, as well as its
uniform management, guaranteeing FCC’s basic principles in
procurement: transparency, competitiveness and objectivity.

This model has three headings for business purchases, in
order to take advantage of, in the most efficient way, synergies
by economies of scale, generating healthy competition among
suppliers, and facilitating the implementation and follow-up of
the agreements made in the relationship with them.

Reliability of the procurement model

FCC's procurement management model is certified under
the UNE-CWA 15869 Added Value Purchasing Management,
which promotes and certifies excellence in procurement
management.

The fundamentals of the procurement model are set out in the
Procurement Policy and in the internal procedures to ensure
that the processes are carried out with due diligence and to
guarantee the most optimal implementation of the regulation
from the point of view of the resources and requirements of the
business:

¢ The segregation of duties, and the definition of
responsibilities, with supplementary and independent figures
to oversee the implementation of the principles of the policy
and procedures, encouraging team work at all times.

Decision-making is carried out jointly and in consensus
through the Procurement Committee, which analyses all
offers and helps to make the decision regarding the best
offer, according to the economic criteria of quality and
reliability.

¢ Those involved in decision-making must be objective and
the incentives for the decisions must be aligned with the
results.

It is a traceable, transparent and auditable process from
start to finish. The procurement processes are performed
in a documented and justified manner, making use of the
electronic tools available and are in the process of being
implemented in all procurement centres throughout the
world.

* The centralised model does not allow for constraints, it
promoting competition and competitiveness of suppliers,
except when the suitability of the service requires taking a
decision based on the business with reasonable justification.

Compliance with principles and applicable regulations,
ensuring the conditions of the contracts awarded are
adhered to at all times.

¢ The handling of data and information is done in a manner
that ensures confidentiality.

¢ All orders arising from awards are issued or validated by the
central purchasing department, which favours compliance
with the agreements reached with suppliers.

¢ Purchasing activity elaborates a periodic report which is sent
to Management.

Responsibilities and objectives in supply
chain management

The different departments that make up the procurement
function at FCC share a number of quality objectives in the
management of the purchasing process:

e Total cost. Centralized management allows the bringing
together of needs and negotiations to be carried out from a
strategic and privileged position, making it possible for the
Company to generate savings in the procurement process,
while avoiding a number of risks that could result from the
wrong choice of supplier.

Internal customer satisfaction. The end result of choice of
supplier and purchase must meet the needs of the end user
department of that purchase. In this sense, understanding
end-user satisfaction helps to provide guidance to those
responsible for purchases with respect to issues to which
more attention should be given in future purchases.

Supplier quality. Centralized management and compliance
with the foundations of the model ensure the quality of the
contracted suppliers is maintained and kept to the highest
standards, helping to improve the service received and the
satisfaction of the internal customer.
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A solid process with well-defined
responsibilities

The procurement process is structured into five different steps
in which each of the areas of the Purchasing Department
participate (sourcing, provisioning, and processes).

The Purchasing Department is present throughout the
purchasing process, carrying out monitoring and management
control of same. Coordination with the Procurement Committee
is the responsibility of the department, having the purpose of
ensuring compliance with the principles of the model and of the
regulations, ensuring unanimity in decision-making.

For its part, the Sourcing department leads and coordinates
the negotiation processes of the purchases once it has been
authorised. It is the responsibility of the department to review
the purchase order and request further details if deemed
necessary, in order to request offers that are better focused
on the needs of the user units. The sourcing team analyses
the offers received, by reviewing all aspects (economic,
commercial and technical) and proposes a negotiation and
award strategy to members of the Procurement Committee.

In the case of the Provisioning and Procurement Control
Department, among its functions is the coordination,
management and planning of the requests for issuing
purchase orders; the periodic monitoring of budgetary control,
providing information to the manager of the purchase or

the unit managing the cost; and monitoring and controlling
compliance with commitments made to suppliers.
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commitments )
Evaluation

of suppliers

Follow-up and control of procurement management

The evaluation of suppliers is performed by the Purchasing
Department, categorizing the suppliers according to

the product portfolio of the three heads of the Group.

This department is also responsible for the evaluation

and monitoring of internal customer satisfaction with the
management of the purchases.

In 2015 FCC Group started to implement an electronic tool
to manage its purchases, together with a specialist supplier.
The tool is already in the testing phase for Spain and the aim
is to expand its reach internationally in all operations and
geographical areas so that the system’s cover spans across
all operations of the Group. During 2016, efforts will focus on
implementation in the subsidiary FCC Environment (UK).

Efficient purchasing and responsible
commitment

Since 2016, the purchasing function of FCC Group is the

responsibility of the Administration and Finance Management.

This strategic move is a step forward in regards to the
efficiency of the purchasing function and strengthens its
position in the Company. As a result of the change, the
corporate policy of reducing costs and improving budget
management of the business areas is materialised.

These functions to adapt to budgets and efficiency in
purchases contribute to cost reduction. Two of the most
notable examples in 2015 include the management of the fleet
of leased vehicles and the implementation and management of
an electronic tool for corporate travel.

With regard to the identification of risks associated with the
supply chain, FCC Group has a clause that requires all its
suppliers to declare their knowledge of and commitment

to its Code of Ethics. In addition to the above, analyses are
performed on all new suppliers prior to the formalisation

of contractual relations. This analysis includes visits to its
facilities, personal interviews with management and requesting
relevant information, among other actions.

In Spain, FCC Group carries out the management of
documentation and legality through Obralia, a platform
specialising in the construction sector platform on which all
suppliers must register in order to work. The objective in the
medium term is to migrate to a global platform that includes all
suppliers.
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Smart Services

We design the future of our communities I 1. Sustainable Citizen Services

The history of FCC Group has been based on the provision
of services for the functioning of urban communities, from

) : . ) The importance of urban management continues to safety and sustainability of large cities. FCC Group makes the
the design and construction of infrastructure and cleaning . . . - " L S
g t of te to the int ted wat | increase due to rapid population growth in cities around the needs of citizens a key element in its strategy and delivering
and management of waste fo the integrated water cycle. world, which is expected to reach 6,500 million by 2050. services that promote quality of life is the cornerstone of the
Citizens are the key element in all FCC's activities and Administrations are responsible for providing their citizens Company's business model.
their needs shape the Group's corporate strategy. In order with appropriate infrastructure and services to improve the

to adapt itself to the challenges of the future of cities, the
Company must base its innovation efforts on the trends that
transform the way in which the population evolves.

The fight against climate change from the double alignment ~ Milestones in 2015 ~___ challengesfor2016

(mitigation and adaptation) and responsible environmental

activities are a challenge and an opportunity for efficiency Success and enlargement of Santander's SmartWater project, Finish the Eco-Cities Observatory project and issue the biennial
and business, from project planning to implementation and expanding the range of implementation to the entire Cantabrian report on the conclusions obtained.
subsequent management. city in 2015. Continue the Company's information-sharing activities through
Continuation of Eco-Cities Observatory project in collaboration participation in the forums, conferences and activities of
with Rey Juan Carlos University to assess the challenges of the prestigious associations.

cities of the future. Progress in expanding the SmartWater project throughout the

Sponsorship of the study entitled “Perspectives on urban city of Santander.
infrastructures 2015”, performed by The Economist.

FCC Aqualia enjoyed the cooperation of Mejoras Energéticas,
receiving a supply of equipment and other solutions.

New participation in major forums and conferences to promote
an innovative design of the future of cities.
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Forces of change and urban
dynamism

As we saw earlier, most of the world's population and
economic growth is concentrated in urban areas. More

than half of the world's population lives in big cities and it is
estimated that this figure could reach up to 80% of the total
by 2050. In addition, other forces shaping the future of these
agglomerations are climate change, the scarcity of resources
such as water or energy, and environmental impact, which
encourages these forces.

Challenges for the cities of the future

This development entails the need for adaptive management
with principles of efficiency and sustainability. To do this,
public-private partnership is positioned as one of the resources
with more market presence and citizens are the key element in
the projects and services undertaken.

Of the various challenges that cities must face, we are
highlighting those where FCC Group operates and the
characteristics the services offered must include:

Waste management, a
problem of progressive
urbanisation and the increase
in the middle class

Legislation actively promotes
efficiency in the elimination of
wastes and encourages the
recycling and recovery of wastes
as a response to the growing
quantity of waste produced

in cities.

The scarcity of water versus
the increase in demand

Forecasts for upcoming years
identify an increase in pressure
on water resources in a large
part of the world.

This phenomenon offers
opportunities to companies
able to offer to the market
innovative approaches related
to the management of the
integrated water cycle and that
are committed to innovation in
matters of water efficiency.

More efficient buildings,
communities and services

Of increasing importance is the
concept of eco-efficiency in the
development of new products,
services, technologies, systems
and models. It is necessary

to increase the productivity

of natural resources, as well

as to reduce the impact on

the environment (reduction of
water and energy consumption)
throughout the entire design life
of products.

FCC Group's adaptation
to the new environment

The Citizens Services implemented by FCC Group make

the end user of these services, i.e., the population, the key
element in its strategic vision, based on a strong desire to
create communities that are sustainable in social, economic
and environmental terms. To this end, it is essential to promote
a dual path of action, such as corporate responsibility in the
Company's business model, and raising the awareness of
citizens so that they will be participants in the sustainable
development of our society over the next few years.

FCC considers the technology, experience and expertise in
the areas where it operates to be key to the quality of their
services and the basis for finding solutions to the new needs
of the future. As we have seen, this specialisation is channelled
through three business lines which attempt to resolve
challenges separately in order to get an overall result for all:

e Environmental Services: for managing waste and its
environmental impact.

¢ Integrated Water Management: for solutions to the
challenges posed by the future of this resource.

¢ Infrastructure: for the design and implementation of
infrastructure adapted to the new reality.



w
01 02 004 05 06 @70 08 0SS Ca L] jl2 413 14

Letter Letter from Governing Goals and Regulatory FCE Environmental Water Infrastructure Cement Financial \ Cb’rporate CSR Executive
from the the CEO Bodies Strategy Disclosures in Figures Services Management Statements Bovernance Personnel
Chairwoman e
568 ‘ FCC_Annual Report_2015 V. Smart Services. Page 3 of 36 Q @ @ 0
Observatory of social SmartWater project ‘

expectations and trends:
Eco-Cities Project

In 2014 FCC signed an agreement with King Juan Carlos
University for the creation of an observatory on eco-efficient
services in the cities.

The objective of the project is 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, among others.

The agreement has a planned duration of two years, after
which a report will be produced with a view to the year
2020. The project has benefited from the collaboration of the
prestigious London School of Economics.

The findings of the report will make it possible to make
decisions and adopt strategies on the basis of previously
contrasted data and evidence, so that services can be
designed and goals establish that are tailored to the needs of
the cities of the future.

In Santander the initiative entitled “Smart Water: the Intelligent
Management of Water Services through New Technologies”
was launched in 2013, with the purpose of creating a smart
service for water management in urban environments where
the citizen can participate in management via their tablet, PC
or smart phone.

The Smart Water Project, promoted by Santander City
Council, FCC Aqualia and the University of Cantabria, allows
for the improvement of data collection from meters and other
sensors within the water network with the view to using
them for efficient management and for providing real-time
information to citizens, and improving the service offered
thanks to the implementation of advanced technology.

Some of the benefits of this project are the immediate
detection of incidents, frauds, optimisation of energy,
information on consumption, monitoring of sanitation
networks, detection of overflows and advanced pressure
management that reduces repair costs. In addition, the
project applies the Primus Line technique, which enables
rapid installation, minimising the environmental impact and
inconvenience to citizens.

During 2015 the initiative integrated smart water management
underwent a period of expansion in the city, given its initial
success in the Nueva Montana district. January saw the
commencement of a second phase with a budget of 260,000
euros and a four-month execution period for Santander's city
centre area. A few months later, in April, an agreement was
signed to extend the project to the entire city with a budget
of 200,000 euros and an execution period of twenty-four
months. Furthermore, within the pilot project, there will also
be experimentation with the use of drainage techniques to
mitigate the effects of climate change.

PROYECTO

SMARTWATER

Exta proyeseo smartciy s
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Also, throughout the year Mejoras Energéticas collaborated,
by supplying a range of equipment and solutions to support
FCC Aqualia in achieving its objectives.

Participation in events for
the dissemination and promotion
of knowledge

FCC Group is committed to the dissemination of knowledge
gained by the Company's extensive experience in the various
areas in which it operates, with the aim of promoting the
progress of the design of future cities. Therefore, it actively
participates in forums and other outreach events that make it a
reference in the sector, including the following:
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Participation in forums and events

O Association of Public

Cleaning Companies

FCC Medio Ambiente has participated in work meetings held with
companies involved in the organisation ASELIP to deal with the new
regulations on waste and climate change.

) Association of
Comprehensive
Maintenance and Energy
Services Companies (AMI)

FCC participates in the Association of Comprehensive Maintenance
and Energy Services Companies, which is a member of the Board of
the Spanish Confederation of Employers' Organisation (CEOE) and
founding member of the European EFIEES Employer's Association
(European Federation of Intelligent Energy Efficiency Services).

) Forum for Waste Energy
Generators (FGER)

The Company participates in the Waste Energy Generators’ Forum,
FGER (in Spanish), whose goal is the promotion of the energy
production from waste and the defence of professionals and
businesses interests that generate such energy.

C

) Environmental Forum
Foundation

FCC Medio Ambiente collaborates with the Foundation and participates
in dialogue with other companies, administrations and the rest of
society to achieve a more sustainable model.

) Conference on Innovation
and Sustainability in the City
of Avila

Actions related to the transmission of knowledge in areas such as
waste management, the fight against climate change, improving air
quality, smart cities, road safety, corporate social responsibility and
maintenance of parks and gardens were carried out.

) Association of Recovery
Plants and Selection of
Municipal Packaging
(ASPLARSEM)

In 2015, the packaging selection plant in Salamanca, managed by
FCC, received first prize in the Ideas Competition organized by this
organisation.

)

) 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 from Spain and Latin America, to facilitate the sustainable
development technologies and cleaning processes, urban sanitation
and waste treatment.

O XxxIX Annual Convention

and Expo 2015 ANEAS
(Chihuahua, Mexico)

ANEAS is a key event and one of the main references of the water
sector in Mexico There, FCC Aqualia once again demonstrated its
ability to deal with a wide variety of projects.
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ASPLARSEM Ideas Contest award.

O IDA 2015 World Congress
(San Diego, USA)

Organized by the International Desalination Association (IDA), it is the
most important event in the world on desalination.

O World Water Week
(Stockholm, Sweden)

Leading annual event for global water issues and international
development, with more than 2,500 participants from 130 countries.

O Smart City World Congress,
Barcelona

Just as in 2014, the Water Division was present at the fifth edition of
the Smart City World Congress Barcelona, one of the most important
events in the field of smart cities with the participation of more than five
hundred cities.
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QO European Benchmarking
Cooperation (Jerez, Spain)

Aquajerez participated in the ninth edition of European Benchmarking
Cooperation (EBC), along with companies from 21 countries, mostly
European, and about four hundred event attendees.

QO Infraportos International
Conference, South America,
in Brazil

Leading event in Latin America in the port sector. Its goal is to promote
a meeting between ports, terminals and port operators and equipment
manufacturers and technologies.

O 2nd Edition Colombia
Business Summit

Event held in Paris attended by international executives and
government officials to discuss the opportunities and challenges of this
country with great development potential.
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O IX Meeting of the
infrastructure sector of
Deloitte, Madrid

Meeting organised by Deloitte, OHL, Alstom and ABC to analyse the
opportunities and challenges in the domestic and international markets
for infrastructure, new financing trends and prospects within the
concessions sector, railways, water and ports.

O 42 PARJAP, Oviedo

42nd edition of the National Conference on Public Parks and Gardens
organised every year by the Spanish Association of Public Parks

and Gardens in collaboration with the host city of each edition, this
year QOviedo.

(O Third Annual Congress of
Central America and the
Caribbean

Professional meeting focused on financial and infrastructure projects
(Central American & Caribbean Capital Projects & Infrastructure
Summit).

(O Mexican summit on
infrastructure investment
and development

Round table to exchange ideas and views on the development of major
projects carried out by the Company and future development in Mexico
of freight and passenger railway infrastructure.

QO Il International Conference
on the Management of
Odours

The third edition of the conference, organized by the University of the
Basque Country was held in Bilbao with a scientific committee of about
fifty members and the publication of more than thirty related articles.

Q Barcelona’s Experience
in Resilience

This is an event organised by the UN's City Resilience Profiling
Programme in collaboration with the City of Barcelona and the BCN
Urban Resilience Partnership. This international event aims to share
the model of Barcelona's resilience and identify keys to success for its
future.

(O CONAMA Local, Malaga

This conference on climate change addresses the key issues in
managing municipalities, such as waste, rehabilitation or mobility from
different perspectives; as well as business opportunities, needs for
planning or the implementation of concrete measures. It celebrated its
ninth edition in 2015 with the desire to continue some of the work done
at Conama2014, which was devoted to the low carbon economy.

QO Sabadell Smart Congress

With approximately five hundred conference attendees and
representatives from fifteen municipalities, the Smart Cities Conference
was held in Sabadell. It also included the participation of different
universities and consulting firms to address the topic of smart cities.
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I 2. The Promotion of Innovation at FCC

Innovation and experience for
future solutions

The dynamism of the needs of the population, technological Investment in R&D&i (201 5)
developments and the increasing competitiveness of the

market make innovation the basis for the Company's

sustainability. The FCC Group is aware of the importance of Ove r 1 3 Million euros
developing R&D&i projects to address the problems of citizens

in the long term and therefore devotes a considerable amount

of financial and human resources to this purpose. 220,
0

To do this, FCC sets the research guidelines for the various
business areas and coordinates activities to correspond with
the common goals of the Company’s strategy, such as the
transition to a low carbon economy or measuring the impacts
of energy consumption and the water footprint.

. 58% Infrastructure
. 20% Environmental Services

. 22% Water
20%

Innovation Committee

|'§
|4

Coordination and management of
R&D& activities

Aligning initiatives to the main
strategic lines

v

v

Definition of the new research paths
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Milestones in 2015

QO The work on FCC Ambito's RECO,VAL for the use of waste with
high calcium content to capture the CO2 emissions from facilities
finalised.

QO Finalisation of five of FCC Aqualia's projects: Regenera,
Downstream, Innpactar, Remembrane and UrbanWater.

(O FCC Aqualia's two projects in the sustainability area, All-gas and
Renovagas, were continued.

(O FCC Aqualia's three European projects in the quality area, Life
Memory, Life Biosol and CIP Cleanwater were continued.

O FCC Aqualia's Motrem project from its Smart Management
division was continued.

QO Five new innovation projects were started at FCC Aqualia: CIEN
Smart Green Gas, Biowamet BESTF2, Innova E3N, Life Icirbus
and Life Methamorphosis, the latter in collaboration with FCC's
Medio Ambiente Division.

(O FCC Aqualia obtained three new patents (two European and one
Spanish) on two key aspects of algae cultivation: the reactor
configuration (LEAR: Low Energy Algae Reactor) and the CO»
enrichment system to reduce energy consumption.

O Presentation of the results of research at various conferences
and events.

O Increased number of electronic bills issued (675,000) and a 32%
increase in customers for this type of bill.

QO Certificate for the R&D&i management system: Requirements for
the R&D&i management system was revalidated according to
UNE Standard 166002.2006.

O Development of different innovation projects in the infrastructure
area, notably: methodology for the design and optimisation

of caisson cycles in maritime infrastructure (DOVICAIM);

optical systems for managing transitory risks (SORTI); and the
tool for the monitoring, management and control of facilities
(OPTIPORT15).

(O The PR/FCC 730 and the R&D&i Internal Service Procedure have
been adapted to the new ISO 166002:2014 standard.

O New technologies for electric-hybrid motorisation with a new
system of ultra-capacitors at FCC Medio Ambiente:

1) The VEMTESU project: the design and development of a
prototype for a hybrid electric permanent drive vehicle.

2) The CAMION ULTRACAPS project: design, development and
validation of new vehicles for the collection of MSW.

O Submission of the application for European patents for the
collection and treatment of urban waste (Diana System
and Caruso) within the framework of the IISIS project at
FCC Medio Ambiente.

Challengesin2016 G

Q Progress in the projects from FCC Aqualia's area of

sustainability: All-gas and Renovagas.

) Promote research and registering of patents to place the
company at the forefront of the industry technology panorama.

) Participate again in renowned events to disseminate the
knowledge gained.

) Progress in innovation projects initiated in the quality area and
identify new areas for improvement.

) Continue the development of the MOTREM Smart Management
project.

(O Promote the innovation projects initiated during 2015 and

evaluate possible investments with high added value.
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Some of the projects carried out during 2015 are:

Innovation at

FCC Medio Ambiente

Efforts related to innovation at FCC Medio Ambiente focus
primarily on two areas for improvement: responsible water
management and reducing greenhouse gas (GHGs) emissions.

To do this, work is being carried out on the monitoring
and handling of information, as well as integrating new
technologies into the various process for more efficient
communication.

Progress in the following areas of research includes:

Recovery of waste in

treatment plants Automation

Work is being done on monitoring Work is being done on a

variables and indicators in joint
processes of biological treatment
of municipal solid wastes with

a view to creating a model of
these processes to improve the
production and energy yield of
these facilities.

collaborative basis with suppliers
of technology to reduce
emissions and noises in the
vehicle fleet.

The LIFE METHAmorphosis project

The main objective of this research is the
enrichment of biogas and purifying it to
biomethane, demonstrating both the technical and
economic viability and its use in the automotive
sector in light and heavy vehicles. The aim is to
reduce GHGs with alternative, renewable and
indigenous fuels. It also aims to demonstrate the
feasibility of feeding it into the distribution network.

Intensity indicators

Definition of the methodology
to calculate intensity

indicators in order to establish
environmental traceability of the
services provided, in scientific
collaboration with universities
and technological centres-

The VEMTESU project

This line of research is mainly aimed at developing
a protocol for a "plug-in" hybrid electric
permanent drive vehicle without a mechanical
transmission with an extension of range that is
equipped with a system of batteries and ultra-
capacitors that work together, complementing
each other and increasing efficiency. The vehicle
will also have a novel structural design and
composition through the concept of self-powered,
modular body and the initial adoption of a low
cab, improving the ergonomics of the operator
during work.

The following product design specification
activities were carried out in 2015:

e Study and definition of energy, structural,
environmental and safety regulatory and
approval requirements.

e Definition and technical conceptual design of
the configuration of the e-hybrid propulsion
and the definition and design of the modular
architecture and structure.
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‘ The CAMION ULTRACAPS Project

The main objective is the design, development
and validation of new vehicles for the collection
of municipal solid waste with an innovative hybrid
electric technology using a novel system of
ultra-capacitors as the energy storage elements
instead of batteries. The project "Study, analysis
and development of new technologies in hybrid
and electric motorisation for the MSW collection
lorry" began in January 2014.

The vehicle involved in the project employs a
hybrid technology using ultra-capacitors instead
of batteries, devices capable of sustaining a high
energy density compared to normal capacitors as
their capacitance is a thousand times greater.

Because of their efficient use of energy, these
devices are one of the most important in

carrying out research on means of transport.

The leveraging of energy comes mainly from
allowing for a better discharge of energy during
acceleration of the vehicle, compared with
batteries, in addition to achieving greater recovery
of regenerative energy in braking processes.

Electric sweeper

‘ ENERCIUDAD 2020

The objective of the project is the development
of a system of “energy harvesting” for urban
environments through flexible latest-generation
organic photovoltaic technology (OPV).

The first phase of the project involves identifying
the components and urban furniture where this
capture application has a potential use. The
next phase of the project consists of developing
“roll-to-toll” solar photovoltaic modules for the
subsequent manufacture of demonstrators with
integrated photovoltaic modules based on the
initially detected applications identified.

SN

000

Technological and environmental
commitment: supporting the smart green
growth of the city of Barcelona

FCC Medio Ambiente has based its sewer
maintenance work in Barcelona on a range of
cutting edge solutions that incorporate innovative,
smart, efficient and interconnected technologies,
thereby satisfying the principles of sustainability
necessary in the current management of future
cities.

Research and development have been the
cornerstone of the service provided. The
performance of the services has incorporated into
the model a series of processes and advanced
technological means that are compatible and
interconnected, the results of research and
development work undertaken by the Medio
Ambiente Division in collaboration with various
research centres.

The technologies used in the service include
ultrasonic sensors to measure the thickness

of the sediments, drones for inspecting
sewerage pipes and detecting spots on coastal
waters; electric utility vehicles that incorporate
robotic machinery for arduous work related to
construction works; geographic information
management systems; advanced dynamic service
management: inventory, inspections, outstanding
activities, dynamic planning, performances; and
the control of the fleet via GPS.
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Innovation at FCC Aqualia

The Department of Innovation and Technology is in charge FCC Aqualia has a system certified by AENOR under the

of R&D&i, which takes place through the participation of requirements of the UNE 166002: 2006 standard that allows ‘ CIEN SMART Green Gas

all Company employees who become involved throughout for the control of resources and continuous monitoring of the

the process. These .emplloy.ees are part of the innovation in results obtained. Within the framework of the CDTI (Centre for

;[r:ircc:/g]rﬁ:rrg’tg(:kr:e Igfgélz:gg gf&%n:g};iis?:e;rzzi ;ZT FCC Aqualia's activities in innovation projects has consolidated the .Development. of Indus.trial Technology) of the
during 2015, adding new European projects to each of the National Consortia of Business Research (CIEN)

Stakeholders are the main source of information from which three areas of development. In total, FCC Aqualia initiated five FCC Aqualia leads a consortium of six companies

new ideas originate, and this is why FCC Aqualia remains new projects in 2015, including: whose goal is to obtain high-quality biomethane

in ongoing contact with them. In addition, the Company from urban and agro-industrial waste. To achieve

collaborates with different associations, universities and this objective, maximum efficiency systems

research centres to carry out these innovation activities. for biogas production will be developed along

with new biomethane treatment, refining and

The selected projects are aimed at improving performance and production processes.

efficiency and revolve around three areas of research:
The consortium that makes up SMART Green

Gas has the support of many public research
institutions including universities and research
centres in four Spanish autonomous regions.

Quality Sustainability Smart Management \
e Standard indicators for drinking e Reduction of energy * Management systems.
water. consumption and emissions. « Optimization of water resources. Biowamet BESTF2 (anaerobic systems for
o Reuse of water. e The use of wastewater and Tl transforming organic matter into methane)
e Desalinisation. waste as resources. Communication Technologies).
 Measurement of analyses. e Alternative technologies. The ERA-Net Bestf2 project, which is
complementary to the Life Memory project, has

collaborated with the Universities of Southampton
and Delft to develop anaerobic reactors with
membranes that allow bioenergy to be obtained
from wastewater.



01 02 03 04

Letter Letter from Governing Goals and
from the the CEO Bodies Strategy
Chairwoman

576 ‘ FCC_Annual Report_2015 V. Smart Services. Page 11 of 36

. Life Icirbus

FCC Aqualia participates in the Innovative
Circular Business (Icirbus) project, whose
objective is to implement the concept of circular
economy through actions focused on the
cascading use of waste from regional industries
of biomass energy and water treatment to
become new organic products validated for the
fertiliser and building materials industries.

The project proposes an innovative inter-
industrial structure of collaboration, or “industrial
symbiosis", which reduces the amount of

local waste and increases the production and
competitiveness of the regional economy in

a sustainable and long-term manner. It also
benefits from the logistical savings from work

at the regional level and integrates additional
efficiency measures for the optimised use of
energy, water and materials.

Overall, the project will address better
management of two of the most problematic
wastes in the EU: sewage sludge and
construction waste by designing and testing
low-impact recyclable materials for buildings
and the inclusion of WWTP sludge treatment.
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During 2015, FCC Aqualia obtained two new European
patents and a Spanish patent on two key aspects of
cultivating algae: the configuration of the LEAR (Low Energy
Algae Reactor) reactor and the enrichment system with CO» to
reduce operating energy expenditures:

e EP 13382470.6: Open reactor for the cultivation of
microalgae.

e EP 13178678.2: Carbonation system for microalgae
cultivation.

e P 201231485: Carbonation system for microalgae
cultivation.

. Participation in conferences and scientific events

The Water Division has presented the results of
their research in various national and international
conferences of relevance, such as:

on WateT®
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w
13 14

CSR Executive

Personne!

® 00

16 JUNE 2016
13 L DE LA FRONTERA, SPAIN

- International Water Association Leading Edge
Technology 2015 (Hong Kong).

- Water Environment Federation (Washington
DC, USA).

- WATEC Conference (Tel Aviv, Israel).
- World Congress on Anaerobic Digestion (Chile).

- SMARTURBAN Conference (Extremadura,
Spain).

- AEAS seminars (Burgos).

International Water Association Leading Edge Technology 2015

(Hong Kong).
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Personalised billing

FCC Aqualia has progressively implemented improvements
in the design of its bills. Among these are the inclusion

of analytical results along with other information and the
incorporation of notifications to raise awareness about
responsible consumption. In addition, to facilitate their
understanding, the designs are customised for each type
of customer, structuring the information to facilitate their
comprehension.

_— . - Emomemn L,
aqualia E X - I

g o)
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Transparent bill

The bills issued by FCC Aqualia are customized to its
customers, in the official language of each territory, and
geared to their easy comprehension. The set of processes
and resources such as water catchments belonging to the
natural environment, its transformation into drinking water, the
distribution to homes and its return to nature include a wide
range of factors that are reflected in the invoice through its
various concepts (water, sanitation, purification, etc.).

FCC Aqualia bills are accompanied by explanations and
contain the following data:

— name of the contract holder (1),

— data of interest (2),

— a publication of rates (3),

- billing details (4),

— description of the blocks of consumption and prices (5),
— details of the concepts and the amount billed (6),

— histogram of consumption (7),

— data for payment collection control (8),

— payment due date (9) and

— total amount due (10).

In 2015 at total of 675,000 electronic bills were issued for
174,500 customers, which was a 32% increase in customers.

FCC Aqualia issues three types of bills based on each
customer's preference: detailed regular bill, bill summary and
itemised bill summary.

Since 2014, FCC Aqualia, through its Italian enterprise
Caltaqua, has offered the possibility of receiving electronic bills
in accordance with the new ltalian legislation.

This is a very innovative project, called H20ONLINE, which
enables bills to be paid online.

Smart meters

In its work to optimize water management processes,

FCC Aqualia applies the latest technology for integrating
smart systems into homes. The Company installs home water
networks differentiated according to use, reuse systems and
smart meters for automating readings.

These smart devices have an electronic system capable of
storing certain data in order to know consumption patterns,
rates and other services at all times, thereby allowing for the
creation of personalised suggestions on consumption habits
to boost efficiency and save resources. Thus, in 2015 a total of
57,600 remote meter readings were done.
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Innovation at
FCC Construccion

The Company has had its certificate for the R&D&i
management system revalidated: Requirements for the

5

¢ 'J-.i v

000

Internal Service Procedure have been adapted to the new ISO
166002: 2014 standard. Investment in R&D&i in infrastructure

R&D&i management system according to UNE Standard

166002.2006. In addition, the PR/FCC 730 and the R&D&ii

Innovative activity in the FCC Construccién division follows
a policy of active promotion that drives the continuous
development of technology and encouraging its application
to new infrastructure projects. In addition, the Company
participates in various R&DA&i initiatives and innovation
programmes at national and international levels.

The aim of this commitment is to maintain FCC Construccion
as a reference in terms of leadership through its presence

in major advances in the sector in areas such as materials,
equipment and processes during upcoming decades. The
Company considers the following lines of R&D&i to be priority:

Railway Rehabilitation, energy

infrastructure efficiency, and smart
cities

Marine Consideration of

construction design life

New materials,
processes, and safety

Integration of other
technologies (IT)

The projects in sustainable infrastructure implemented include:

in 2015 was 7,847,511 euros.

DOVICAIM: Methodology for the design and optimisation of caisson life cycles in maritime

infrastructure.

FCC Construccion leads the project of developing
an integrated methodology and the tools needed to
support the entire life cycle of building in maritime
infrastructure with caissons prefabricated in a
floating caisson plant, including design, optimisation,
construction, installation and operation. The IH
Cantabria Environmental Hydraulics Institute is also
taking part in the project. The new development will
integrate the knowledge and experience gained in
the field, the most advanced numerical models in the
study of the flow/structure interaction, calibrated and
validated with a combination of unique laboratory
and field data. This will be a competitive improvement
of the consortium in the field of port engineering

and, specifically, in the field of construction for

FCC Construccion. The specific objectives of the
project are:

1. Carry out a specific field campaign at
FCC Construccion's construction works in the Port
of Granadilla (Tenerife) to monitor specific transport,
stockpiling and mooring.

2. The adaptation of an advanced three-dimensional
model for the numerical modelling of maritime
structures to the Company's specifications.

Mar Aneto floating dock. The DOVICAIM project.

3. The development of a methodology and calibrated
and validated simulator of caisson stockpiling and
installation.

4. Development of a simulator of special medium and
long distance transports.

5. Development of operational systems to aid
mooring of vertical caissons.
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SORTI: Optical systems for managing
transient risks

The main objective of this project is the
development of tools based on optical systems
and new technologies for identifying, monitoring
and managing structural risks in buildings and
infrastructure in a smart and automatic manner
based on telemetry as a means of maximising
safety and minimising the risks of physical
damage in situations with a high potential for
structural collapse.

OPTIPORT15: Tool for monitoring, managing
and controlling facilities

The aim of the project is the development of a
reliable, robust and flexible tool that, through the
integrated simulation of port activity, will support
port managers in making decisions related to the
management and planning of the port and its
resources.

The tool is based on a methodology that models
the operation of the necessary elements to
simulate water vessel traffic and port facilities. To
do this, consideration is given to the ship and its
immediate environment, i.e., the access channel,
navigation areas, manoeuvring and mooring

and ship-port interface, where the loading and
unloading of goods is carried out, influenced

by the type of terminal and operations in the
onshore area.

¢ 'J-.i v
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Active presence in multiple European and
national R&D&i organisations

In 2015, through its construction division, FCC
continued and intensified its active presence in multiple
European and national R&D&i organisations.

e European Construction Technology Platform (ECTP).

e Association E2BA (Energy Efficient Buildings
Association, in the process of integration with ECTP).

e REFINE Initiative (Research for Future Infrastructure
Networks).

e ENCORD Network (European Network of
Construction Companies for Research and
Development).

Moreover, nationally, FCC Construccion participates

in the Spanish Construction Technology Platform and
is actively present in the Platform's Foundation, its
Standing Committee and its working groups; Seopan's
R&D&i committees, whose presidency has been held
by FCC Construccion since 2012, and in the Spanish
Confederation of Employers' Organisation (CEOE).

All these organisations aim to define the role of

the Company as a driving force for R&D& in the
construction sector in accordance with the proposals
of the European H2020 programme and the 2013-
2020 Spanish Strategy for Science and Technology
and Innovation. It also has an active presence in ADIF’s
Railways Technology Centre in Malaga.
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I 3. FCC against Climate Change

Unity, strategy and innovation
against climate change

Climate change is a phenomenon that affects the common
element in all areas of the Company's activity, i.e., citizens.

Consequently, the adaptation strategy in this scenario has
been developed in collaboration with all the business lines that
make up FCC Group.

The promotion of innovation and the search for efficiency
are the two guiding principles for achieving the objectives on
climate change, with the main target being the city centres
worldwide.

10 %]

Cement

A
14
Functions of the Climate
Change Committee
FCC Group [ ]
Climate '
Coordination of the strategy
Change in the Company’s various
Strategy businesses
Functions of the
business lines
A
| 4

Milestones in 2015

@) Certification, under ISO 50001, of fifteen FCC Aqualia
contracts during 2015 in accordance with the plan agreed with
AENOR for adapting in order to comply with the new Directive
2012/27/EU of the European Parliament and Council.

O The carbon footprint of the entire integrated water cycle
management activity and the design and construction of water
treatment, purification and desalination plants at FCC Aqualia
has been calculated and registered.

O Calculation, in collaboration with other organisations, of
Cantabria’s water footprint.

O Renewal of FCC Medio Ambiente division of the registration
of the carbon footprint in the Ministry of Agriculture, Food and
Environment's register.

1 cnhallenges for 2016
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Follow-up of FCC’s GHS emissions inventory.

Analysis of risk, and new opportunities in the face of
climate change.

Positioning the company in the adaptation and mitigation
of climate change.

Drafting of responses to external requests from
stakeholders.

Main decision-maker within the Group for aspects related
to climate change.

Adaptation of the Group’s Climate Change Strategy
to each of the sectors.

Certification in 2016 of thirty more contracts under ISO 50001
by FCC Aqualia to continue the plan agreed with AENOR for
adapting in order to comply with the new Directive 2012/27/EU
of the European Parliament and Council.

Move towards the goal of reducing emissions in the 2020
Climate Change Strategy.

Maintain the initiatives undertaken in previous years in the fight
against climate change: inventories of emission, calculation of
the carbon footprint, carbon emission offsets and absorption
and other projects.
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Climate Change Strategy

FCC Group is aware of the global impact this phenomenon
has on all the Company's activities and it therefore acts in
a unified fashion by placing the Board of Directors at the
forefront of the fight against it.

The Board is responsible for the approval of the Climate
Change Strategy that will govern the Groups' management in
the long term. In addition, through the Committee on Climate
Change, which was established in 2011, FCC coordinates the
implementation of this strategy in each of its business lines.

The pillars of our strategy

FCC Group developed its "2020 Climate Change Strategy"
with the structure described above and the objectives set out
in the Corporate Responsibility Master Plan.

The Plan intends to respond to the opportunities presented in
the environmental, social and economic sphere through smart
services developed accordingly.

This 2020 Climate Change Strategy is structured around
five pillars:

Monitor

Focus the calculation of
FCC Group’s GHS
emissions on the
organisation’s carbon
footprint, services and
products under prestigious
international standards.

T

> 3
crr

Communicate

Improve the positioning
as a company that offers
solutions against climate
change through effective
communication.

Innovate oG Reduce
Offer new services and J Offer services and
products that are more products with a

efficient and less
carbon intensive.

reduced associated
carbon footprint.

Adapt

Adapt activities to the new
future conditions,
positioning us as a
company that provides
services to adapt to climate
change.
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Scope

Impacts
on activity

Associated
challenges

Potential
opportunities

Cement and Construction Sector

Increase in the costs of production, operation and maintenance
processes caused by the action of extreme weather events.
Legal or reputational risks related to carrying out activities in
"sensitive" areas” or with "sensitive" resources.

Restriction in the availability of resources.

Incorporation of climate criteria in the regulation of the sector.
Loss of competitiveness as a result of climate impacts.

Risks to the integrity and physical characteristics of the
Company's assets, products or projects due the action of
climate impacts.

Stagnation of sector activity in historical markets.

Increase in situations of legal or reputational damage.
Incorporation of climate-based criteria in the activity of the
businesses.

Adaptation to a new regulatory framework with greater
environmental pressure.

Guarantee of economic viability in the face of increased costs
due to the action of climate-related impacts.

Opening of new markets, the need for constructive solutions as
short-term adaptation mechanisms.

Development of new products/services framed within solutions
that are "more environmentally-friendly".

Improvement as an organisation committed to environmental
aspects.

Collaboration with the administration on the integration of
climate change into the development of the sector.

Funding of international projects in vulnerable countries within
the framework of multilateral banking initiatives.

Water Sector

10

Cement

07

Environmental
Services

08

Water
Management

0S

Infrastructure

Restriction in the availability of resources needed for the
Company's activity (water).

Risks to the integrity of the Company's assets due to the
effects of extreme weather events.

Increase in operating and maintenance costs in facilities due
to changes in the characteristics of the resource (water) or
changes in operating conditions caused by the action of
climate-related effects.

Response to increases in demand in a scenario of increasing
scarcity of resources.

Adaptation to a more restrictive future regulatory framework for
using water.

Increased risk of the appearance of conflicts over water use.
Guarantee of maximum efficiency in water distribution, supply
and consumption processes.

Development of new products and services; development of
water monitoring and management systems, training at the
consumer level.

Development opportunities for water management
infrastructure projects in developing countries.

R&D&i projects in areas of water saving and management.
Collaboration with the administration to integrate climate
change into the development of the sector and cooperation
with other water-consuming sectors to reconcile sector activity
with sustainable water use.

Funding of international projects in vulnerable countries within
the framework of multilateral banking initiatives.
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_ Environmental Services Sector

Faults and interruptions in the teams' operation and
maintenance processes due to the action of variations
in the weather (particularly changes in temperature
and heavy rainfall phenomena). Restrictions on the
availability of water for processes.

Risk to the integrity of infrastructure or faults/
interruptions in operating processes generated by the
action of extreme weather events.

Stricter regulation regarding the use of resources
needed for business activity (particularly water).

Management of faults in operating processes, along
with shutdowns or interruptions caused by the effect of
extreme weather events.

Guarantee of the integrity of the infrastructure and
equipment with regard to the effects of weather
variability and the action of extreme events.

Reduction of health risks to personnel affected by of
variable weather conditions.

Expansion of business activities to developing countries
(vulnerable to climate change) in projects to improve
waste management infrastructure.

Renovation of infrastructure as a means of managing
extreme post-event situations.

Evaluation of alternative sources for the harnessing of
same (particularly water).

Funding of international projects in vulnerable countries
within the framework of multilateral banking initiatives.
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Emission reductions: a common objective for the companies

FCC Group measures and monitors the GHG emissions of all During 2015, there was a slight increase in GHG emissions Commitment to the recovery

the different areas of the Company. The "2020 Climate Change  at FCC Group, reaching a total of 10,393,255 tonnes of CO» and self-generation of energy

Strategy" establishes some quantitative targets for emission equivalent, which is an increase of 1.5% over 2014@), The

reductions for all of the Group’s lines of business. Based on reasons for these variations are increased process emissions With its goal of reducing emissions, FCC Group is committed
criteria of energy efficiency, sustainable mobility, recovery and associated with clinker kilns in Cementos Portland Valderrivas ~ to the self-generation of energy.

recycling and waste management, t.he Company in.tends to ?n Spain, and landfilling by FCC Envirgnment UK, with The introduction of innovative solutions in FCC Medio
requce 360,000 tonnes of CO2 equwaler\t, Sle) Ithat in ZOZQ a increases of 6.4% and 3.5%, respectively. Ambiente's waste treatment and recovery plants allows

ratio of Mt CO2eq / M euros of turnover is achieved, that is 3% the Company to reduce GHG emissions and improve the
less than the current rate. performance of electrical co-generation, taking advantage of
Excluding differences among business lines, the calculation the energy potential of biogas generated in the treatment of
of the scope 3 emissions includes the following: emissions urban waste.

associated with the production and transportation of
materials consumed, emissions associated with the execution
of outsourced work units, emissions associated with
transport and management of waste and surplus materials,
emissions associated with Company personnel’s business
trips, emissions resulting from losses during transport and

distribution of electricity, and emissions associated with the Direct and indirect GHG emissions by FCC Group Consumption of self-produced energy
consumption of fuels and waste treatment and disposal (Scope 1 and 2)) (t CO2 eqg/year)
processes over which the Company does not have operational
control.
11,554,189 18%

As an additional measure, FCC Group has a technical guide to 1023667 10,393,255
energy efficiency. The goal of this guide is to improve savings 9,688,669 —
in corporate spaces and to reduce CO» emissions into the
atmosphere. @ 54% Biomass (GJ)
@ 25% Biogas GY)
. 18% Wastes (fossil
fraction) (GJ)
3% Other renewable
sources (GJ)
o . 54%
@ The GHG emissions were recalculated for 2014 due to the updating

of CPV and .A.S.A. data. 2012 2013 2014 2015
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The consumption of renewable fuels in 2015 shows a
decrease compared to 2014. For its part, the consumption of
non-renewable fuels such as natural gas, fuel oil and propane/
butane have fallen in the last year by 6.3%, 62.8% and 20.2%,
respectively, while the consumption of petrol and diesel have
increased by 57.8% and 21.2%.

Power consumption levels remain largely stable, with a slight
decrease over the previous period. Thus, total consumption
in 2015 was 35,701,999 GJ, which is a reduction of 1%
compared to 20146©).

Consumption of renewable fuels by FCC Group according to business areas (GJ) Total energy consumption (GJ)

Environmental 36,191,589

14

Executive
Personnel

35,701,999
Fuels Services Water Infrastructures Total
Ethanol fuel 1,271.4 - - 1,271.4
Biodiesel 63,216.4 = = 63,216.4
Biogas 123,426.7 87,300 - 210,726.7
Biomass 73,966.4 = 664,094 738,060.4
Consumption of non-renewable fuels by FCC Group according to business areas (GJ)
Environmental
Fuels Services Water Infrastructures Total 2014 2015
Natural gas 517,787.1 18,620 283,647 806,170.8
Petrol 31,108.6 11,5689.5 37,121.3 79,819.5
Diesel fuel 2,494,940 137,865.6 1,165,424.2 3,798,229.9
Fuel oil 6,429.8 254 116,934.6 123,618.3
Propane and butane 1,570.4 - 3,891.1 5,461.5
Conventional fossil fuels
in clinker kilns = = 20,370,864 20,370,864
Alternative fossil fuels ® The total energy consumption for 2014 was recalculated for 2014
in clinker kilns - - 2,282,640 2,282,640

due to the updating of CPV and .A.S.A. data.
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FCC Medio Ambiente and environmental
efficiency of services

The purpose of FCC Medio Ambiente is to deliver services climate change. An example of this is the monitoring of
aimed at reducing the environmental impact of future cities. intensity indicators, resource use management, greenhouse
For years, FCC Medio Ambiente has put its efforts into the gas (GHG) emissions and the carbon footprint.

definition and validation of management tools aimed at fighting

‘ FCC Medio Ambiente carbon footprint reduction strategy

Calculating the carbon footprint results in a greater Since 2011, the Environmental Services division has been The commitment has been fulfilled. The GHG emissions
understanding of the contribution a company makes to calculating the organisation's carbon footprint, which over which the organisation has operational control
climate change as a result of its activities. Thus, it acts has enabled the Company to identify the sources of were reduced by 26% in 2015 compared to 2013 levels,
as an indicator of the energy efficiency of the various GHG emissions on which it must act in order to reduce exceeding the target set. All this work has been verified
organisations in order to contribute to the fight against the footprint and, thus, to establish a strategy. In 2014, by Det Norske Veritas Business Assurance Espana, S.L.
climate change. together with the registration of the organisation's carbon (DNV-GL) and by BUREAU VERITAS IBERIA S.L.

footprint, the Company presented its plan to reduce GHG
emissions, which it committed to reduce by 16% the
scope 1 in 2015 with respect to 2013, to the Spanish
Climate Change Office, (OECC).

Carbon footprint of the Environmental Services Carbon footprint of the Environmental Services Carbon footprint of the Environmental Services
division in 2013 (t CO,) division in 2014 (t CO,) division in 2015 (t CO,)
1,445,969 2013 1,471,284 ”( 2014 1,353,471

304,335 293,631 224,438

m - = m
)

Scope 1 Scope 2 Scope 3 Scope 1 Scope 2 Scope 3 Scope 1 Scope 2 Scope 3
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‘ Environmental impact of the implementation of FCC Medio Ambiente's Climate Project

In 2015, the waste treatment plant in Gomecello
(Salamanca) began degassing phase 1 of the landfill
(within the framework of the climate project awarded
in 2014) and launched biomethanisation through a
process of “wet anaerobic digestion". These initiatives
have allowed for the leveraging of energy from, on the
one hand, the biogas produced naturally in phase 1 of
the landfill and, on the other, biomethanisation.

The impact of these measures in improving energy
efficiency was as follows:

1.1,120,594 kilowatt hours of electricity have been
generated from biogas, of which 59% are from
the landfill biogas and the remaining 41% from the
biogas produced by biomethanisation.

Pre-project situation (2013):

2.The electric power generated is self-consumed in

the same facility. This has enabled a 16% reduction
in electricity from the grid, even though the energy
needs of the plant have increased with the new
processes.

The impact of these measures in reducing GHG
emissions was as follows:

1.

GHG emissions associated with landfill
decreased by 74% in 2015 compared to 2014. In
addition, 26,636 tonnes of CO» equivalent have been
prevented by the capture of biogas from the landfill.

2.The decrease in electrical consumption from the

grid made possible the reduction in indirect GHG
emissions from the Gomecello WTC.

Project situation (2015):

Monitoring the environmental efficiency of the services
provided

The current context requires all social and economic players to
integrate an efficient and effective use of goods and processes
into their management models in order to promote a low
carbon economy. To do this, there is a need for the promotion
and strengthening of public/private collaboration with

a view to the future of cities and thus to ensure a healthy
environment and well-being for citizens.

FCC Medio Ambiente, faced with this situation and attentive
to the expectations and demands of its stakeholders, aims
to contribute to the green growth model by designing

and proposing solutions based on a range of increasingly
efficient technology services, easily managed by users and
at competitive prices that are potential generators of new
employment profiles. For this reason, the division has been
working for years in the definition and monitoring of tangible
indicators that demonstrate the technical solvency of the
organisation with respect to the responsible use of means
and resources (water and energy), and in the transformation
of waste into new resources, materials and energy. All this will
result in minimising GHG emissions.

To this end, monitoring systems for the environmental
management of urban services have been developed based
on tools designed and developed with scientific collaboration
and on internationally recognised standards. The evaluation of
the environmental efficiency of the services provided is done
by calculating and monitoring intensity indicators that have
been determined and verified.
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from 0.016 to 0.023
CO0, eq/t collected

* By type of fraction collected (residual, containers,
bio wastes, paper/cardboard, glass, others)

from 0.0011 to 0.0016
CO0, eg/km streets cleaned

from 0.0429 to 0.1036 kg \\
CO, e/m? eq. green spaces

from 0.000042 to 0.0001036
t CO, e/m? eq of green spaces

O ONEN. O

-, td
\ e
LINYIAS

from 31.41 to 505.46 litres of
water /m2 equivalent of green spaces

Q

With this initiative, FCC is positioned as the first company

in Spain to calculate intensity and efficiency indicators of its
urban services activities and is ahead of future European
standards for monitoring the efficiency of these services. Thus,
the appropriate management tools are obtained to address the
risks and opportunities that will affect business performance
towards the 2020 Horizon.
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Comprehensive Training Plan for the responsible

management of the Environmental Services division

The aim of this Comprehensive Training Plan is
to inform and raise the awareness of FCC Medio
Ambiente employees in any and all activities
that will improve and strengthen the sustainable
environmental management of services.

This ambitious training plan also has a twofold
objective: to increase the quality of life of twenty-
eight million citizens served in more than 3,500
municipalities in Spain, and to improve the balance of
the Company's external environmental factors. The
training focuses on the following aspects:

- Efficient use of energy and water resources.
- Reduction of greenhouse gas emissions.

- Transformation of waste into a resource.

- Protection of biodiversity.

Through this plan, FCC aims to turn its workers into
ambassadors of good social and environmental
practices.

The Comprehensive Training Plan includes an
invitation to all of its employees to participate freely
and in favour of the "One Million Commitments to
the Climate" campaign launched by the Ministry of
Agriculture, Food and Environment along with the
Ecology and Development Foundation (ECODES) in
order to raise awareness before the UN Conference
on Climate Change held in Paris in December.
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‘ Efficient management tools

FCC'’s urban services subsidiary in the

United Kingdom, FCC Environment has
implemented a software tool called WRATE
(Waste and Resources Assessment Tool for
the Environment), which allows environmental
impacts of different municipal waste
management systems to be compared. The
programme uses life cycle evaluations to
include resources used, the transportation

of waste and the operation of a wide range
of waste management processes with their
environmental benefits and costs. WRATE is
designed so that managers can easily apply
complex techniques for the management of
the life cycle of urban waste. The results are
easy to understand and interpret for financial
managers, politicians, and other stakeholders.
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FCC Aqualia, carbon footprint and water
footprint

FCC Aqualia continues with its goal to perform better and
more efficient resource management in order to minimise
the environmental impact of its activities. To do this, it has
undertaken various measures throughout 2015.

Carbon footprint

Continuing the commitment undertaken by FCC Aqualia the
previous year, in 2015 the carbon footprint for the activity
related to the design and construction of treatment, purification
and desalination plants and their ancillary facilities, developed
by its subsidiary Aqualia Infraestructuras was calculated.

The footprint has been registered in the Carbon Footprint
Register at the Ministry of Agriculture, Food and Environment.
The Greenhouse Gas Report has been prepared according to
the requirements of the UNE-EN ISO 14064-1 standard.

In addition, in 2015 the carbon footprint of all activity related to
the integrated water cycle management at FCC Aqualia was
calculated. The calculation has been verified by AENOR and
registered in the register maintained for that purpose by the
Ministry of Agriculture, Food and Environment.

By publishing these reports, FCC Aqualia facilitates the
verification of the GHG inventory and promotes transparency
with its stakeholders.

Water footprint

In line with the above, and as a result of the collaboration of
FCC Aqualia with the Botin Foundation, Madrid Complutense
University, Madrid Polytechnic University, the University of
Cantabria and the Government of Cantabria’s Ministry of
Environment, Cantabria’s water footprint was calculated, the
first process of this type done in Spain.

In addition to developing and implementing a specific
methodology, the objective of this project was to conduct

a study of Cantabria's water footprint and to establish the
impact of the use of water resources at the catchment basin,
municipal and autonomous region levels. The study addresses
a comprehensive view of water and the territory in order to
clarify the relationship between blue water and green water
and that among internal water, virtual water and the water
footprint, determines the values for each kind of water in the
region and their flows.

The project has taken into account the differences between
green water and blue water. Thus, it was possible to know the
impact of the consumption of water used in the goods and
services produced and exchanged by Cantabria in order to
determine the water footprint generated in the region, based
on the calculation of the virtual water consumed for each
product, service or activity.

The study results show the important role played by water as
the region's natural, as well as economic and social asset of
the highest magnitude.

Energy management systems

During 2015 a three-year plan was established in collaboration
with AENOR in order to adapt and comply with EU Directive
2012/27/EU. The aim is for the plan to make it possible for the
organisation to certify all its activities in accordance with the
ISO 50001 standard. In 2015 fifteen contracts were certified,
with another thirty expected to be certified in both 2016 and
2017. The contracts to be certified are chosen based on their
consumption. In 2015 the contracts with a consumption of
over 1,300,000 kilowatt hours per year were chosen which
cover more than 80% of total consumption.
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Additionally, FCC Aqualia plans to carry out an exhaustive
control of its energy expenditure that includes the installed
capacity and the evolution of energy consumption in production
facilities. The actions proposed are therefore aimed at:

- Improving the measurement of consumption.
- Calculating the energy performance of pumps.

- Optimising and improving production processes, facilities
and equipment.

- Purchasing more energy efficient equipment.
- Optimising the purchase of energy.
- Infrastructure maintenance.

- Improving the hydraulic performance of the network.

FCC Construccioén and direct and indirect
emissions

Carbon impact

The Construction division of FCC has verified its greenhouse
gas (GHG) emissions since 2011. In addition, since 2012,

FCC has had its carbon footprint certificate approved by
AENOR, “CO» Environment Verified”. The division also has had
the GHG emissions report verified by an accredited auditing
body, using the latest version of ENCORD’s CO» quantification
referential, an industry document that has received the “GHG
Protocol” logo, which accredits it as the methodology to be
considered for the calculation of the carbon footprint in a
construction company.

In order to measure the carbon footprint, FCC Construccion
identifies the main sources of greenhouse gas emissions of

its works or permanent work centres, defines the boundaries
of the organisation and operational limits, besides collecting
and transmitting activity data from the work site to the
corporate level. FCC Construccion quantifies scope 1, 2 and 3
emissions.

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.

Control of scope 3 emissions

These emissions are the consequence of the company's
activities, but are produced by sources not owned or
controlled by FCC Construccion. Scope 3 includes the
following emissions:

e Emissions associated with the production and
transport of materials consumed. The emissions from
the production and transport of concrete, asphalt,
steel, non-ferrous metals, bricks and glass, and the
emissions from transport to the construction site of
soil and aggregates, are taken into consideration.

e Emissions associated with the execution of
subcontracted project units. Earthworks are included.

e Emissions associated with the transport and waste
management of surplus materials. The emissions
associated with the transport of surplus soil and
surplus clean debris and the emissions associated
with the transport and landfill of municipal solid waste
and wood waste are included.

e Emissions associated with the movement of company
personnel due to business trips.

e Emissions from losses during the transport and
distribution of electricity.
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I 4. Environmental Management at FCC

A business that integrates Milestones in 2015 W Challengesin 2016 B
commitment to environmental

Reduction of waste generation by more than 60%. O Continuation of the implementation of environmental and social
pr otec tion Successfully developed the conditioning and external criteria in the evaluation of projects and the potential risks they
management plan for waste collected at the CIDRA Daimiel imply.
In its aim of contributing to the design of sustainable facilities (Ciudad Real). O Promotion of the dissemination of basic guidance on how to
communities, FCC Group integrates commitment to Integration of the SAMCEW methodology for assessing act in relation to the conservation of biodiversity and cultural
environmental protection and responsible resource sustainability in civil works. heritage.
management into its own business model. Channelling FCC Construccién’s participation in technical committees of O Progress towards full certification in the activity certified under
the right behaviour into the design, implementation and the sector. ISO 14001.
management of services offered is one of the Company's O Continue to conduct internal audits to certify the veracity of the
responsibilities. data provided by the control systems.

FCC Group's environmental policy, approved by the Board of
Directors, is a statement of intent made by the company in
this regard, establishing environmental impact reduction as an

ObjeCtive to be achieved in the performance of its activities. Environmental management

To carry this out, FCC implements operational monitoring

in each of the processes performed. This way it identifies, SgStem

classifies and evaluates the impacts made by its facilities and . o ) . o )

\ - The previously stated determination of FCC Group to achieve FCC makes a continued effort to maintain this environmental

acts accordingly through planned measures to minimize them.. o O . S o ) )
greater efficiency and ecology in its business model has led certification and therefore after each acquisition a period of six
the organization to integrate the Environmental Management months is established in which to enable compliance with its
System in its production processes. environmental policy.
The certification of the Environmental Management System Thanks to this, almost all business lines of FCC Group in Spain
for 100% of the activities of the various divisions of the Group already have an environmental management system under this
under UNE-EN ISO 14001: 2004 is one of the objectives standard that covers both national operations and international
established by the Company. projects. This facilitates the collection and interpretation of

a greater amount of information related to environmental
indicators.
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In addition, FCC Construction has completed the
implementation of this system in Mexico and FCC Central
America, thus it covers all the activities of the company.

In addition, FCC Aqualia maintains a strategy based on
prevention in the management of environmental impacts
caused by the Company. The company has implemented strict
controls on a regular basis to determine compliance with the
commitments.

The Company has a system for the collection and
management of information produced internally called
"Horizonte".

Horizonte has a total of 478 environmental indicators broken
down by group, line of business and country. This system
allows a better understanding of the established improvement
plans, monitoring the degree of compliance and corrective
actions.

The responsibilities of FCC Construccion in its commitment
to the environment go beyond that established by law. Thus,
in addition to the Environmental Management System, the
Company has a system of good practices that includes a
series of actions for each job, which have been established
from an analysis and classification of environmental impacts.
These practices are weighted by a number of factors,
obtaining a higher rating:

e The actions that have the greater environmental benefit.
e Those that are intrinsically better.

e Actions that involve greater effort, either from investment,
research or required ingenuity.

e Actions that show a higher level of implementation, greater
generalisation and a higher number of interventions.

The management of the Environmental Management Plan of
the various construction works and centres of FCC Group
uses new technologies for greater accessibility and integrity of
the data obtained. For this purpose, a computer application
channels the flow of information generated in each project to a
database that allows the interpretation, evaluation and control
of the environmental performance of the Company.

In addition, a system of controls and internal audits certifies
the accuracy of the data. During 2015 the scope of
environmental certification has expanded to 100% of the
countries where FCC Construccion has a stable presence.

FCC Group performs a risk assessment on all construction
work. Each of the operations involving such works is scored
from 1 to a maximum level of 6. Thus FCC clearly understands
at all times what projects involve a higher level of risk for the
Company.

In cases of works with a high level of risk, or by 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.

On the other hand, FCC Construccion has its own risk matrix
used to determine the risks of each project in the different
countries in which the Group operates.

The extension of the PETRA programme to the international
arena in 2013, and its consolidation in financial year 2014, has
meant important support for the large international contracts,
and a higher level of control by the Management.

Knowledge Platform for Environmentally
Sustainable Construction for Infrastructure in
Latin America and the Caribbean (KPESIC)

FCC Construccion is part of this initiative,
sponsored by the World Bank, which aims to
help promote and advance the construction
of environmentally sustainable infrastructure in
Latin America and the Caribbean.

The platform aims to help promote better
environmental and social management of
infrastructure projects in Latin America and
the Caribbean. The objective is to provide a
source of information to support the transfer
of knowledge, the development of skills,
innovation, as well as the learning of lessons in
the construction of environmentally sustainable
infrastructure, which has easy access and is
reliable, and which can serve as a forum to
provide ideas and solutions.

FCC Construccion participated in the opening
day of the platform and supplies its database
with technical documentation and case studies
of interest.
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‘ SAMCEW, Sustainability Assessment Method for Civil Engineering Works

The construction division of FCC 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, identify required improvements and
share progress in sustainable practices. This methodology
allows designers and managers of the civil engineering
works to demonstrate the sustainability of their projects to
customers, planners, and other interested parties.

Through this methodology, FCC Construccion aims
to align itself with the most sustainable trends in the
construction sector, whose main objectives are:

- Minimize the use of resources (materials, water and
energy) through the proper management of raw
materials, recycling and reuse.

- Minimize waste generation using recycled, reused
materials and/or energy recovery.

- Minimize direct and indirect discharges into water, 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.

- Analyse and minimize social impacts, both on the active
and passive users of the infrastructure.

- Minimize the impact on biodiversity and ecosystems.

- Select the most beneficial alternative from an
environmental and economic standpoint.

- Stimulate the market for sustainable practices and
products.

- Save on energy-related investments, due to increased
efficiency.

The SAMCEW methodology is fully developed and is
organized around fifteen categories, which take into
account significant aspects throughout the project within
the scope of the three dimensions of sustainability, among
which are:

1) Project management. Integration of sustainability in
the design, strategies and project management.

2) Participation and acceptance. Integration of
stakeholders in decision-making and their satisfaction
with the construction work.

3) Ecosystems and biodiversity. Impact on ecosystems
and biodiversity, as well as their conservation.

4) Land use planning. Land use and efficiency of its use.

5) Cultural heritage. Impact of the work on elements of
cultural heritage and its protection.

6) Use of natural resources. Energy, materials and water
required for civil works and their origin.

7) Life cycle costs. Cost of the civil works throughout
their life cycle, while fulfilling their mandate.

8) Welfare. Health and safety measures of the workers.

9) Waste Production and management of the waste
generated.

Externalities. Associated costs not necessarily
reflected in the transaction costs of the infrastructure.

_L
8

11

—

Effects on society. Negative impacts on society.

12) Environmental emissions. Impact derived from

emissions to the atmosphere, water and soil.

R

Effects on the local economy. Changes in the
distribution of population centres or in the structure of
employment that have economic effects on the local
environment.

—
)

14) Risk and resilience. Associated risks and their
management, including the resilience of the
construction work in the event of unforeseen impacts

or adaptation and vulnerability to climate change.

=

5

=

Noise and vibration. Impact of noise and vibration
generated by civil works.

Currently this methodology is applied to the vast majority
of civil works on which the Company works. The short-
term goal is to extend the use of the methodology to all of
FCC Construccion's works.
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‘ Participation and leadership of FCC Construccién in technical committees of the construction sector

FCC Construccion is actively involved in the drafting of
manuals that take into account sustainability within the
usual working framework of the construction sector. For
this reason, the company is actively involved in various
working groups specific to sustainable construction

at international, European and state level, suggesting
possibilities, getting involved in the process, and
providing solutions and perspectives from our own
scope of action. In these working groups, work related
to the following topics is carried out:

- Definition of terminology and general principles.

- Description of the life cycle of the building
or infrastructure.

- Definition and use of sustainability indicators
in building and civil engineering works.

- Environmental Product Declaration.

- Determination of a method for assessing
environmental, economic and social performance
in building and civil engineering.

Some of the specific working groups in which
FCC Construccion is involved are:

- "WG5 - Sustainability in Civil Engineering Works,"
in the international technical committee ISO/TC-59/
SC17 of "Sustainable Construction".

- AEN/CTN 198/SC2 “Sustainability in infrastructure”,
which it chairs.

- Committee CEN/TC-350 on "Sustainability in
construction work".

- AEN/CTN 198 Committee on "Sustainable
Construction" and AEN/CTN 198/SC2 "Sustainability
in Civil Engineering Works".

Furthermore, in the field of standardisation, the
presence of FCC Construccion is noted in the following
organisations related to sustainable construction, which
are, among others, as follows:

- International Initiative for a Sustainable Built
Environment (iSBE).

- Green Building Council Espana (GBCe), which is
the Spanish Council of the International Association
"World Green Building Council", configured as a
channel to deliver, in Spain, all the information about
the certified building's tool, LEED.

- BREEAM Spanish Advisory Council, responsible for
charting its development strategy, representing the
stakeholders in the area of building.

\ 4
& Corporate CSR
Bovernance

000

The management of water
consumption in all activities

14

Executive
Personnel

10 %]

Cement Financial
Statements

SN

Different global forces such as climate change, a growing
demographic and environmental erosion threaten the
availability of the planet's water resources at the same time
as their demand increases. Since many of its business lines
depend on it, FCC is aware of the need for the responsible
management and efficient use of water, therefore it integrates
these principles in the performance of the different activities of
the Company.

In 2015, FCC Group’s water consumption amounted to
12,867,791 cubic metres, of which 52% is from municipal
supplies. The following chart shows the origin of water
consumption, as a percentage.

Water consumption according to source
in the Environmental Services division (%)

. 52% Consumption from
municipal supply

. 24% Consumption from
ground water

. 14% Consumption from
other sources

9% Consumption from
surface water

. 1% Consumption of
wastewater
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On the other hand, the consumption of water has increased by
0.43% with respect to the previous year. Compared to 2012,
water consumption has been reduced by approximately 8.6%.

Water consumption (m?)
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The following chart shows water consumption by business
area. With respect to the previous year, the consumption of
the cement division shows a decline of 7.6% of the total water
consumed. Meanwhile, the percentage of water consumed by
the Construction division has increased by 25.2% with respect
to the previous year. This increase in water consumption of
the Construction division is associated with the start of new
projects. The percentage of the total water consumed by the
Group, corresponding to the Environmental Services division,
has decreased slightly from 69.5% to 68.7%. Furthermore,
the FCC’s Water Management Division has reduced the
proportion of consumption, with respect to the total amount of
FCC Group, by 1.2%, the Company's largest fall.

Water consumption by bussiness area (%)

68.7%

14.2%

16.3%

. 68.7% Environmental
Services

. 16.3% Construction
14.2% Cement

. 0.8% Water Management
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In 2015, the source of water consumption per business area
shows hardly any variations with respect to the previous year.
These differences can be seen in the chart below. The most
notable is a 28% increase in the consumption of water from
ground water in the Water Management Division. This increase
is due to the work of Pefiasquito Aqualia Infraestructuras
Mexico, since its geographical position prevents the capture of
an alternative source of water other than ground water.

Source of water consumption per business area (%)

7% 13 [ 10% 61%
0
8% 3%
80% 49% 15%
69%
13% 28%
23%
11%
5% )
Cement Construction Environmental Water
Services Management

' Consumption from other sources
Consumption of wastewater

‘ Consumption from surface water

. Consumption from ground water

. Consumption from municipal supply
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Present in the integrated water cycle

FCC Group is present in all phases of the integrated
management of the water cycle through its FCC Aqualia
division. The Company provides service to more than 23.5
million citizens in different countries in activities that vary from
collection, treatment and distribution, to purification, design
and construction of the necessary infrastructures. In this way,
the Company provides quality to the water for all its uses and
ensures its return to the environment in optimum conditions.

Apart from this, FCC Aqualia contributes to the fight against
climate change by FCC Group, through the responsible use
of resources. The energy efficiency and proper management
of water resources, which represent the core business of the
Company, are the focus of the efforts made.

Volume of captured water for management (m?3)

752,372,842

20,094,212.41
615,463,970 620,99

2013 2014 2015

For the proper implementation of environmental programmes,
FCC Aqgualia has environmental management systems for all
its activities, certified under ISO 9001 and ISO 14001. These
certifications provide a homogeneous structure and maintain
quality among the different areas of the Company.

The total volume of captured water for management carried
out by FCC Aqualia in 2015 was 620,994,212.41 cubic
metres. In this way, the capture levels remain relatively stable

with a less than 1% increase compared to the previous period.

Emissions of SOx, NOx and patrticles (t) CPV

12,000

¢ 'J-.i v

D000

Atmospheric emissions

The Group’s main emissions, in addition to carbon dioxide
emissions (COy), are nitrogen oxides (NOy), sulphur dioxide
(SOo»), CFC and solid particles. NOx emissions are produced
primarily in the Cement Division; SO» emissions are mainly
produced in the Services Division, and those from particles in
the Infrastructure Division.

The following chart shows the evolution of emissions of
SOy, NOy and particles. For all of them, there have been
falls compared to the previous year, of 1%, 5% and 3%,
respectively.

10,885
9,834
10,000
9,346
80,000
60,000
4,000
2,254 2088
2,000 i 2,670
2,060 1,868 1,808
0
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Emissions of SOy, NOy and particles can be seen in the
following chart by business area. With respect to 2014, the
most notable differences are the falls in the emission of NO,
SOy and particles in the Construction division. There have
also been falls in all emissions from the Cement division and in
emissions of SOy and particles from Environmental Services.

% Emissions per business area

89.5% 1.7% === 10%
22.2%
22.5%
76.1%
67.5%
0.1%
10.4% B
Construction Cement Environmental
Services

® no,

. Particles SO«
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Each business area of the Group has initiatives to reduce
emissions associated with combustion, which directly lead to
the reduction in particle emissions, NOx and SOs. In addition,
the Construction division has considered, within its scope of
other emissions, those associated with its supply chain in the
following percentages:

¢ Particles: 12.64% own and 87.36% supply chain.
e NOy: 4.03% own, 95.97% supply chain.
* SOy: 98.89% own, 1.11% supply chain.

NOy emissions represent most of the total for the Cement
division and therefore is the focus of priority for this line of
business. Accordingly, the Company controls these emissions
through measurement systems for the main pollutants.
Therefore, all the factories in this division include:

¢ Analysers for the measurement of particles in the emission
sources channelled from furnaces, cement mills, coal mills
and clinker chillers.

e Multi-parameter gas analysers in furnaces for measuring
NOy, SO», CO, HCI, HF, TOC and Os.

The efforts of the Construction division to prevent emissions
are focused on the control of the machinery and the
application of new technologies to help in this regard. In
addition, the Company maintains a number of measures to
minimize the pollution caused by their activities, mainly through
the production of particles. Among them are:

¢ Reduction of dust by means of irrigation with water from
collector roads and stockpiles.
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* Use of additives in irrigation water to create surface crusting,
paving of the tracks, or other lasting dust-control practices.
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® Use of screens against dust dispersal in localized activities.
* Use of molecular action sprayers in dust generating facilities.
e Use of drilling machinery with dust humidifier systems.

e Good preventive maintenance of the machinery used on the
site.

e Employment of tubes for the disposal of debris from heights,
and covering the containers with tarpaulins.

e Control of vehicle speed on the site.
® Proper location of machinery and dust emitting activities.
* Paving of the roads at the site.

® Reduction in the emission of exhaust gases from vehicles
and machinery

All of the Group's centres subject to Integrated Environmental
Authorisations (in accordance with Law IPPC 16/2002) have
established atmospheric emissions’ limits for all their 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.
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Control of discharges and spillages

At FCC Group great importance is given to the management of
discharges due to the environmental impact that they produce.
Therefore, the Company 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.

Depending on the nature and extent of the pollution, the
wastewater produced by the Company receives different
treatments before being returned to the environment. In this
way, FCC Group complies with the discharge limits established
by the regulations and formalizes its commitment to the
environment.

Total volume of water discharged (cubic metres)

164,708,144.1 286,601,882

On the other hand, given the citizen services provided by

FCC Aqualia, the activity of the Company itself in the integrated
management of the water cycle includes the treatment of other
discharges that do not come from Group activities.

Volume treated at waste water treatment stations and
returned to the environment (cubic metres)

525,723,447 458,691,656
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One of the priorities for FCC Construccion revolves around

the toxic discharges that its activity can generate. Therefore,
all the Company’s construction works require a preliminary
analysis by an accredited laboratory in order to check that the
discharges generated fall within the established limits, as well
as a subsequent analysis to be performed with a particular
periodicity. The aim of these measures is to preserve the
quality of the environment against the impact of the water from
the Group's activity.

In addition to the corresponding analyses, all the Company’s
places of work apply for the relevant administrative
authorisations in order to carry out the discharges, which
establish the levels of quality control and the periodicity of
these analyses. The intensity of the control depends on the
flow and characteristics of the discharges and the environment
they go into.

Waste management

As we have seen above, various global trends such as

the growing middle class and population concentration in
urban areas lead to an equivalent waste generation. Many
business lines directly depend on this dynamic, and as such
the Company considers these circumstances to be a priority
corporate matter.

In this line, FCC Group is committed to using new
technologies to increase efficiency and waste recovery as an
energy source to combat this situation. To achieve this, each
business area has its own waste management plans, with the
common goal of developing a responsible use of resources in
order to reduce the need to generate them.
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The following graph shows the evolution of total waste
generation. In 2015, the figure shows a decrease of 62%
compared that of 2014. This high difference is due to

several factors. Among them, in 2015 not all FCC Aqualia’s
information was compiled, which in 2014 constituted 603,477
tons. In addition, the decrease in waste is associated with a
lower generation of soil for landfill in the Riyadh Metro (Saudi
Arabia) construction works. Together with these two factors,
the fall in Infrastructure activity in Spain and Algeria are the
main causes of the reduction in waste generation.
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Distribution of waste generation (tonnes)
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With regard to the origin of the waste generated, the following
chart provides the percentage by area of business.

Origen of waste generated (%)

28.33%
60.25%
. 60.25% Infrastructure
11.41% . 28.33% Environmental
Services
O 1.41% water
Management

Relationship between non-hazardous
from hazardous waste
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The following graph shows the relationship between non-
hazardous from hazardous waste. Specifically, the percentage
of hazardous and non-hazardous waste generated by the
Infrastructure, Water Management and Environmental Services
divisions. The percentages of all divisions have remained stable
over the previous year.

The Group has a business line that specialises in integral
waste management, and whose collection volume amounts
to over 24 million tonnes of different types of waste (industrial
and urban, hazardous and non-hazardous waste). Among the
companies specialising in waste management are FCC Medio
Ambiente, FCC Environment UK, FCC Environment CEE,
FCC Environmental Services, FCC Ambito and Proactiva
Medio Ambiente (50% owned).

FCC Medio Ambiente, FCC Environment UK, FCC
Environment CEE and FCC Environmental Services are
subsidiaries of the Group that provide urban water treatment
services, such as waste collection, street cleaning, the
transport and treatment of urban wastes and the maintenance
and upkeep of parks and gardens. The FCC Group is a leader
in this sector in Spain and is one of the largest operators in
Latin America, the United Kingdom, USA, Austria, Portugal,
Egypt, Czech Republic and the following eastern European
countries: Slovakia, Hungary, Poland, Romania, Bulgaria and
Serbia. It provides services to more than 50 million citizens.

As well as this, FCC Ambito provides services in the field of
integrated management of industrial waste, industrial cleaning,
decontamination of soil and external intervention in case of
accidents, spillages, discharges, etc.
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This diversity, regarding the broad range of waste that it
manages, and the countries where it offers solutions, makes
FCC Group one of the world's leading companies in integral
waste management. So much so, that throughout the whole
of 2015, the Group collected more than 5,101,407 tonnes of
different types of waste, the majority being urban waste, both
raw and from selected collection. The following chart shows
the percentages of waste collected by type.

Waste collected

11%

4%
74%

1%

' 74% Raw waste
. 11% Non-hazardous industrial waste
. 11% Selective collection waste

4% Hazardous industrial waste
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After collection, FCC Group has facilities for the treatment of
all types of waste. Among the various processes performed
are those of recovery, disposal in landfills, deposits in slag tips
and stabilization. In 2015 the company treated 11,811,693.22
tonnes of waste at its facilities.

Waste treatment: % of the total admitted
at FCC facilities

Recovery in selection and classification plants 2.3%
Recovery by biological treatment 1.5%
Recovery by heat treatment 0%
Recovery in construction and demolition-waste

plants 0%
Elimination in controlled landfill 17.5%
Deposits in slag tips 0%
Recovery by recycling 1.2%
Energy recovery 0.9%
Recovery by physical-chemical treatment 12.9%
Stabilisation 49.6%
Transfer to an end manager 14%

Waste generation

Waste generation in Infrastructure and
Cement

All the Cementos Portland Valderrivas plants in Spain have

an Environmental Management System that is certified under
the UNE-EN-ISO 14001: 2004 and under European regulation
1221/2009 (EMAS).

This system seeks to ensure proper and responsible
management of the waste generated through the Company's
operations. In this way the Company selectively collects waste
from each of its work centres. Prevention and segregation

of waste for storage and subsequent management with
authorized managers, prevail over other options. Faced with
the option of elimination or disposal in landfill sites, the most
appropriate choice between recycling, reuse and recovery will
be prioritized.

Furthermore, in the Environmental Management System that
FCC Construccion has implemented, special attention is
given to the management of waste generated through works
involving earth, rock, clean debris etc. The data collected
shows a fall in the amount of material sent to landfill and on a
par with the increase in reuse of this waste, reflecting in this
regard that its administration has been successful.

®© 00

Waste Generation in Environmental
Services and Integrated Management
of the Water Cycle

For FCC Medio Ambiente the collection and treatment of
waste is the goal of its strategic mission and therefore the
basis of its business model. This close relationship with the
Company promotes the selection at source and development
of new practices and technologies for more extensive and
efficient reuse, recycling and recovery.

Moreover, FCC Aqualia focuses its efforts on innovation to find
more advanced methods for reducing the 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:

- Biogas from organic waste produced by bacteria present in
the digester for use as fuel in boilers and in the generation of
electricity.

- Reuse and recovery. On the one hand, sludge derived from
water treatment processes at WWTPs is channelled for
subsequent use as compost in agricultural applications.
Furthermore, the Infrastructure division of FCC Aqualia has
its own waste management systems for the reduction and
reuse of waste derived from plant construction.
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Protection of biodiversity

Among the various activities of FCC Group, the Construction The main impact on biodiversity in FCC’s Cement division
and Cement divisions produce a material impact on the is the result of the operations in quarries and gravel pits for . Program for the protection of biodiversity in
territory and, consequently, on the biodiversity of the obtaining the raw material. To minimize the footprint left by the the Port of Acu (Brazil)
environment. Company’s operations, plans to restore, as far as possible, the
conditions in which were exploited areas were found originally

To maintain the Company’s principles on environmental
matters, management criteria for the restoration of

affected areas and the protection of biodiversity have been For rehabilitation, the most common methods are:
implemented to mitigate the effect. In the same vein, the

have been established. This is an initiative to protect the reproduction
of the Cabezuda sea turtle, as the area where
the work takes place is also a vital area for this

- . : - ¢ Mining transfer, based on making use of the earth endangered species. Among the actions, the
guidelines set by the Group include: physical conditioning . ) . : N .

. . o movement generated in the same extraction activity to impact has been minimised by artificial lighting
of the environment in which it operates to accommodate . . - . :
o o L } " : restore, at the same time, the areas already exploited. by painting the facility dark and dull colours, in
indigenous biodiversity, improving the conditions of biotopes - - :

L . . . s , . . ) addition to keeping it turned off when not in use.
and eradication of invasive species with high ecological e The method of benching down, which allows previously .
. . ) The planning of the work has also adapted to
impact. exploited top banks to begin to be restored. il )

reduce the negative impact on the reproduction

One of the most important actions of FCC, in its efforts to Through FCC Construccion, the Group has implemented of the Cabezuda sea turtle. In fact, of the 28,115
protect biodiversity, took place in 2013 with its adhesion to the  various measures for the protection and rehabilitation of areas eggs of this species, 19,379 hatchlings have
Spanish Company Biodiversity Initiative (IEEB). This initiative, which are either degraded or prone to degradation. This is due reached the sea.
promoted by the Biodiversity Foundation of the Ministry of to the Company's awareness of the impact that the operations
Agriculture, Food and Environment, aims to spread a vision of its works have on the fauna and flora in the environments in
of biodiversity as an important factor for strategic business which they develop.
decisions.

All measures carried out by the Group for the protection of
biodiversity vary in their definition and degree of application,
according to the type of project and the environment in which
it is located, but they are always designed to condition the
surface of the ground, to avoid its possible erosion and to
protect the landscape, allowing the natural development of its
ecosystems.
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. Environmental recovery at the Daimiel Research and Development Centre (Ciudad Real)

Throughout 2015 FCC Ambito has successfully developed
a plan for the conditioning and external management

of waste collected at CIDRA's facilities in Daimiel, in the
province of Ciudad Real, whose accumulation had gone
unchecked by the previous management. This plan has
enabled negative impacts on the area to be avoided.

Daimiel is located in the buffer zone of the Mancha
Humeda Biosphere Reserve and is near to the first
Manchego wetland, the Tablas de Daimiel National Park.

Impacts avoided thanks to the performance of
FCC Ambito:

1.0n surface hydrology: residues accumulated in the
esplanades of CIDRA would have polluted storm water
near to the plot.

2.The impact on groundwater hydrology: an overflow
of existing means of storage (lake) would have
contaminated groundwater, (aquifer twenty-three).

3. The impact on the soil: a possible overflow of the lake
could have contaminated the surrounding agricultural
land, given the impermeability of the ground.

4.The impact on air quality: greenhouse gas emissions:
VOC, COo, CH4 and NOx. The poor state of the IBCs
could have allowed the emission of gas due to its high
volatility or to reactions that could occur inside.

5.The impact on vegetation: the poor state of the waste
containers may have generated indirect negative effects
on vegetation through the dumping of wastes, liquid
effluents or greenhouse gas emissions.

6.The impact on wildlife: in the area there are a lot of
leporidae entering and leaving the facilities, which
can be poisoned by the waste and water deposited
outside the containers. Furthermore, it is also a bird
migration zone.

7.Social impacts: the performance of FCC Ambito has
reduced the social concern about the mass storage
of hazardous chemical waste in the open, near the
city centre, especially after fires in the plant in 2011
and 2013, which resulted in the cessation of activity in
early 2014.
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Generating the maximum social value
through sustainable solutions

FCC Group intends to link the development of its activity
with the current demands of society. The Company is
committed to maintaining an open attitude to dialogue

with different stakeholders in order to consolidate the
sustainability of its business. The Company involves citizens
and its own employees in the development of sustainable
solutions.

Connecting Citizens

The ultimate objective is to generate maximum social value
by means of interaction with FCC stakeholders and creating
activities of added value. The main lines of action are:

¢ To define a sustainable radar, by means of dialogue
platforms with the objective of connecting FCC
management with the trends and needs of future
communities.

¢ Promote active sustainability that connects with
citizens. This means involving urban communities in the
development and start-up of sustainable solutions.

e Promoting the participation of workers, by means of
designing programmes for the development of the
"responsible local commitment" concept.

¢ Consolidate the corporate volunteer programme with the
collaboration in residential homes in Madrid, Barcelona
and Valencia, for elderly without financial resources and
mentally handicapped people.

e Maximisation of sustainable value by means of positive
impact actions that reinforce the public notion of the
service that the Company provides.

B Social Commitment as
a Distinguishing Feature
in FCC Group

The Corporate Responsibility Master Plan defines the
framework of action regarding social matters of FCC Group.

The main social commitment actions carried out by
the Company are supervised and approved by Senior
Management.

Within these actions are those relating to the signing of
conventions and agreements with universities and other
technical centres, the donations and support for institutions
and industry associations, as well as sponsorships of different
types for public-private institutions.
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The social activity of the FCC Group is mainly aimed at
supporting people with special needs, education, heritage
preservation and dissemination of culture and art. The
investment in corporate citizenship during 2015 reached 8.35
million euros. This increase was mainly due to:

¢ An investment of 2.8 million euros by FCC Construccion
Panama associated with the programme "My school first"
for the remodelling of the Rubiano Secondary School.

* An investment of 525,028 euros from FCC Construccion
Peru associated to the Social Management System of the
Lima Metro project.

e Changes in the system for the consolidation of social actions
in 2015 compared to that of 2014.

Milestones in 2015

(@) Implementation of the plan for dissemination and transfer of
knowledge in the Riyadh Metro construction work.

@) Incorporation of twenty-three people with disabilities into the
company under the Inserta Convention.

O Establishment of the agreement with Caritas Spain and city
councils where FCC Aqualia is present to promote assistance
through social tariffs.

O Holding various educational awareness initiatives that promote
sustainable development.

O Establishment of a metric to assess the social and
environmental sustainability in tenders in which

FCC Construccion competes.

(@) Entry of FCC as a trustee of the SERES Foundation and the
Spain Colombia Advisory Foundation.

1 Challenges in 2016

Continue to promote initiatives to support local communities.
Encourage and promote the hiring of local suppliers.

Consolidate and expand the established cooperation
agreements with national and international universities.

Continue with the inclusion of people with disabilities to meet
the goals set out in the Inserta Convention.

Increase the percentage of projects evaluated using the social
and environmental sustainability metrics.

Involvement with the local
environment

Direct communication with local
communities

FCC Group's relationship with all its stakeholders is direct and
constant. Proof of this are the various social action initiatives
that have been developed in Latin America, and which are
linked to community relations, indigenous populations and
local hiring.

FCC Construccion, as a Company directly involved in the
interaction with local communities in many countries where

it has its operations, is particularly sensitive with regard

to their respect, as well as the preservation of biodiversity

and cultural heritage. In this sense, FCC Construccion

has fundamental guidelines for the conservation and
management of biodiversity, interaction with local communities
and management of cultural heritage. These guides are
available on the FCC Group intranet and are for practical
implementation in all infrastructure projects.
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Citizen Participation Plan in the Port of Callao (Peru)

The Citizen Participation Plan of the construction
work carried out in the port of Callao, in Peru, is an
example of FCC's commitment to establishing direct
communication with its stakeholders. This initiative,
carried out by FCC Construccion, had different
objectives, among which are:

¢ Development of an active and honest relationship
with both state public entities and the local
communities involved.

e Comply satisfactorily with national laws and
regulations regarding public consultation and
access to information by stakeholders.
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Inform the public and stakeholders of the project,
about the results obtained in the environmental
baseline and socio-economic and cultural
environment, presenting the analysis and
identification of impacts and the Environmental
Management Partner strategy.

Generate two-way communication by encouraging
the involvement of communities to identify,

analyse and evaluate the greatest concerns they
have about the possible economic, social and
environmental impacts that the implementation of
the project could result in.
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Promoting local employment

Hiring local professionals is a strategic objective of the
Company in all countries where it operates. Respect and
integration with indigenous cultures represent essential values
in human resources management by the entire FCC Group. In
this regard, the FCC Group undertakes various initiatives that
demonstrate this commitment.

Promoting local employment in Guanacaste,
Costa Rica

The province of Guanacaste, in Costa Rica has the
second lowest quality of life nationally, a place where
most of its inhabitants have an income considered below
the poverty line.

As such, FCC has made an additional commitment to
improve their situation through the operations carried

out in the Expansion Route 1 project, sections Cafas-
Liberia. By promoting local employment, the Costa Rican
Construction division has generated, on average, jobs for
340 people at the Company and another 380 in direct
subcontractors monthly.

In this contribution to the income and wealth of the
province, most notable are the indirect impacts on
employment in the region, among which are: positions
related to the sources of materials and other inputs of the
project, food and lodging, and all activities related to the
project workers’ needs.
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Dissemination and knowledge transfer to
customers

FCC Construccion has implemented a plan for
the dissemination and transfer of knowledge
based on the work carried out on the Riyadh
Metro (Saudi Arabia).

In order to carry out this work, courses for the
unemployed, training programs for college
students, university presentations, participation
and organization of congresses and conferences,
training programs for government employees and
others have been scheduled. It is a systematic
and documented plan in which materials,
content, programme, participants and evaluation
among others are specified.

The training programme includes sixteen
presentations at five universities, the participation
and organization of four conferences and
exhibitions, 35 five-day courses in Riyadh, six
courses of 45 days abroad (including visits

to Spain). The training includes both aspects
relating to the design, construction and facilities
as well as project management, human
resources and planning, among others.
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"Building communities, changing lives" WREN Foundation

Through the independent non-profit making WREN
Foundation, FCC Environment, provides enormous
benefits to communities and the environment in the
United Kingdom as a result of its land fill operations. As
part of the Landfill Communities Fund, FCC Environment
can set aside part of the tax levied on each tonne of
waste deposited in landfills for the WREN Foundation,
which in turn uses the money for financing important
social and environmental projects within a radius of 16
kilometres around the landfill site.

WREN's strategic approach to funding is based on three
pillars of activity: community, biodiversity, and heritage.
In 2015 WREN funded a total of 340 projects worth

20 million pounds (24,761,155.68 euros).

Priorities for 2015:

In 2015 the Foundation continued to fund the
construction of the National Memorial Arboretum's
facilities in Staffordshire. In 2015 a total of 450,000
pounds (556,926.87 euros) were donated.

During 2015 the National Army Museum received
help in the renovation of exhibition areas, and similarly
the Design Museum to finance access and exhibition
space as part of the work to transform the former
Commonwealth Institute into its new headquarters.

As part of the support for the indigenous biodiversity,
the Foundation has donated 3.6 million pounds
(4,454,202.67 euros) to fourteen projects for the
protection of HNV ecosystems. Of that amount, a total

of 900,000 pounds (1,114,010.74 euros) were used

for the purchase of land in East Hesketh Out Marsh
(Lancashire) for the Royal Society for the Protection of
Birds, which will be devoted to restoring the marshes of
the Ribble estuary, which was drained for agricultural use
during the nineteen eighties. The marsh is an ecosystem
of vital importance for the local wild fauna.

Through the Biodiversity Action Plan — which helps
achieve important government improvement objectives
and nature conservation — the Foundation supported
16 large projects totalling 2.79 million pounds
(8,451,675.11 euros).

Through the Heritage Fund - whose objective is to
preserve some of the most important buildings in the
United Kingdom - the Foundation provided support
with a further 1.35 million pounds (1,669,823.37 euros).
Among the important support was the aid worth
73,000 pounds (90,292.65 euros) to restore the ruins of
Coventry Cathedral.

The financing of projects in favour of the community
has remained in 2015 as the main pillar of the
Foundation’s strategy. Through the programmes
FCC Community Action Fund and the FCC Building
Communities Programme, a total of 10.6 million
pounds (13,111,670.63 euros) has been donated for
nearly three hundred projects for the improvement
of the local facilities in communities near the FCC
Environment landfills.
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Commitment to hiring local suppliers
. , , o Almeria 2020
FCC Group contributes to the creation of direct and indirect

employment and, as a consequence, local development

through a policy that favours the recruitment of local suppliers.

This policy values extra-financial aspects, such as proximity to
the construction works.

An example of this is the event "Meet the buyer", organised by

the Merseylink joint venture, in which FCC Construccion has a
33% stake.

These meetings are with local suppliers in the area (Meet

the Buyer event), in which they can learn first-hand and
demonstrate their interest in participating in the potential
contracts offered by the construction projects; in addition to
being able to make contact through a form on the Merseylink
website to see how their services might be hired in the
implementation of the project.

In October 2015 some five hundred companies were
registered that have shown interest in working on the project

and 50% of the suppliers and subcontractors who are working
on the project are local companies located within a distance of

less than 30 miles.

Platform for dialogue with cities

The Corporate Responsibility Master Plan includes
interrelationship with cities, with the objective of establishing a
dialogue that will enable its citizens to be protagonists in the
search for solutions that will allow municipalities to improve
their eco-efficiency.

A noteworthy example of dialogue with cities is the
participation of FCC in the discussion panel with the
stakeholders of Almeria 2020, a platform focused on the
future of that city. This session included the presence
and collaboration of various personalities of the civil

and business sectors from the region, whose views and
perspectives helped to forge a global vision on the city
and its future.

On the basis of the different findings during the
discussion panel, a report was prepared with the
following lines of guidance:

1) Prioritization of the most important issues for the
smart, clean and integrating development of the city
of Almeria in 2020.

2) Analysis of the current situation of the topics
discussed, documenting and developing appropriately
each of them.

3) Identification of the main lines of action by prescribers,
to achieve such development.

Of the various topics discussed during the meeting,
the following are some of the most interesting: tourism,
agriculture, the role of the port, innovative water
management, concentration of the food and agriculture
sector, waste management, regeneration of the city
centre, cinema, airport and internal communication
within Almeria.

After the completion of an analysis to prioritize the
issues that proved to be of greater relevance to the
audience, several lines of action were established,
in particular, with regard to tourism, the food and
agriculture sector, the port and innovative water
management.

With regard to innovative water management, through
its Water Division, FCC Group has always stressed the
importance of ensuring the supply of this resource in the
future and the need to improve the reuse of same. With
these objectives, the company has analysed, along with
other entities of the city, the following aspects:

e Management of aquifers.

e Diversification of sources used to capture water.
e \Waste-water recovery technologies.

e Minimizing system losses.

e Awareness-raising methods and involvement of the
population.

In the same vein, FCC and the city council of Aimeria
have been working on the preliminary plan for the reuse
of water from the treatment plant in El Bobar for its

use in agriculture. The goal is to achieve the greatest
possible efficiency in the use of the resource to enable
present and future economic and social development.
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Sharing knowledge with
universities, colleges and
business schools. A commitment
to education and children

Cooperation within the sphere of education represents a
basic line of action with respect to the social commitment
activities of FCC Group. Knowledge and experience of the
employees are the main assets of the project developed
by the Company. FCC makes use of this expertise for the
development of educational activities aimed at economic,
social and cultural development of local communities in
which it operates.

Each one of FCC Group's lines of business carries out its
own educational activities.

Awareness-raising activities for schools (Austria).
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The objective is to share knowledge in the areas in which the
Company specialises, fundamentally in the areas of waste
management, the fight against climate change, improving air
quality, maintenance of parks and gardens, and corporate
social responsibility, among others.
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Netherlands

Salford University
Liverpool University
Bangor University
Birmingham University

| TU Delft University of Technology

France

Carlos Il University

Alcala University

Rey Juan Carlos University
Pontificia de Comillas University (ICADE)
Madrid Complutense University
Madrid Polytechnic University
Alfonso X El Sabio University
Universidad Europea

UNED Open University

San Pablo CEU University
Business School

Official College of Industrial Engineers in Madrid
Official College of Geomatics Engineering Technology
and Topography

Salamanca University

Cantabria University

Qviedo University

Burgos University

Gijon Polytechnic School of Engineering
Polytechnic School of Mieres

Barcelona Autonomous University

Catalonia Polytechnic University

Tarragona University

ESCOM Graduate School of Mineral
and Organic Chemistry, Paris

IDRAC Business School, Lyon

Qatar
| Qatar University +

Valencia Polytechnic University
Alicante University

Granada University

Cadiz University

Huelva University

Jaen University

Economics and Business Studies
Universidad, Malaga

Castile La Mancha University
Linares Polytechnic University
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‘ Social Action Projects for Development

000

My School, First (Panama)

FCC Group has carried out a programme for the
improvement of more than 3,000 official schools in
Panama, called "My School, First", with which it seeks to
offer Panamanian students a better education.

The project is the result of a cooperation agreement
signed between FCC and the Secretariat of Economic
Affairs and Competitiveness of the Ministry of the
Presidency of Panama. The objective of the project is to
rescue, renew, upgrade and equip more than 3,000 of the
county's official schools with a view to providing students
with a better education.

An example of this project is the renovations carried out in
the Rubiano Secondary School, a school created in 1970
that promotes secondary school education in Science,
Information Technology and Humanities.

The amount of the reform amounts to three million dollars
and covers, among other initiatives, the remodelling

and adaptation of all its physical facilities, upgrading
classrooms and pavilions, plumbing and reform of
sanitation networks, checking the electrical wiring and
installing more than 70 air-conditioning units, as well as
the installation of 295 doors and over 300 windows.

Playground in Widnes (United Kingdom)

As a result of the request submitted by the Time Bank
Community Centre of Merseylink, the body that supports
projects in local communities, and as an example of

the Group's commitment to the communities in which

it operates, it has participated in the financing of a
playground in Widnes (UK).

The new recreational area located in the West Bank
Community Centre cost 27,000 pounds (approximately
33,364 euros at current exchange rates) and was
financed through the Merseylink Regeneration Fund
and a collection of contributions from employees and
various suppliers.

The playground has extensive equipment, consisting of a
train-shaped trunk, a pirate ship, climbing frames, wooden
poles, benches, a picnic area and disabled access.

The new recreation area for children in Widnes, one of the
two communities next to Runcorn that form the town of
Halton, is framed within a large infrastructure project for
the bridge over the River Mersey, located near Liverpool in
the Northwest of the country.

FCC was awarded this work worth 700 million euros in
June 2013, constituting its hitherto largest contract in the
United Kingdom.
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Supporting groups at risk of social
exclusion and inclusion difficulties

FCC believes that the best way in which the Company can
assist in the integration of all people is through employment,

thus contributing to their professional and human development.

For this reason, efforts are focused on job placement.

In the task of recruiting, hiring, and monitoring of persons with
disabilities that are incorporated into the organization, and to
ensure that it performs the best matching of profiles and jobs,
and the integration of the individuals hired, FCC Group works
hand-in-hand with different professional entities. The initiatives
developed by the organisation in this area have already been

dealt with in the section on "The team of professionals at FCC".

Incorporation of people with disabilities:
Inserta Convention

The agreement with the ONCE Foundation
(Inserta Convention) is still in force in 2015, which
provides for the recruitment of 125 people with
disabilities in the period between 2014 and
2017. 23 people were hired in 2015. With these
contracts, the Group has already incorporated

a total of 272 people with disabilities within the
framework of this agreement.

Inserta Convention renewal goals: 125
125 recruitments in the period 2014-2017

Total number of recruitments

70
up to 2013: 223
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FCC supports third-sector associations in job
placements

FCC recognizes the right to work under equal
conditions and opportunities in an open, inclusive and
accessible work environment, premises that are backed
in the Company’s equality and diversity policy and its
Code of Ethics.

FCC subsidises projects that help and promote social
integration, employment and value through recruitment.
The Group collaborates with the Adecco Foundation,
the Integra Foundation and the Prevent Foundation,
among others. With the Prevent Foundation it works
with the management, promotion and integration of
persons with disabilities; with the Adecco Foundation,

it has developed the Family Plan and with the ONCE
Foundation and the Inserta Programme, it promotes the
training and employment of people with disabilities.

FCC also gives financial support and donations towards
the development of programmes to improve the

health, social and educational conditions, etc. of the
neediest, as well as working on specific projects and
encouraging the involvement of staff by getting them

to donate through practices such as buying the ONCE
lottery ticket.
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In 2015 FCC Group participated in other initiatives, among
Integra commitment which was the 'Pink Week' against breast cancer, an initiative Assistance to people through
and recognition of our work of the Spanish Association Against Cancer (AECC) and the social tariffs
Oviedo City Council which joined the Water Management
Division of FCC Group for another year in order to raise

awareness and support for this disease. Also important In recent years, especially after the economic
was the Conference on vulnerable people and minimal crisis, many people are struggling to pay their
supplies, whose organization corresponds to the Andalusian water bills. FCC Aqualia has signed agreements
Ombudsman and in which FCC Aqualia also participated. with the city councils of the towns where it

manages the water cycle to find a solution for
those who cannot pay their water bills. People
simply have to go to their social services and
prove their situation. From the city councils the
requests are redirected and measures are taken
to ensure that these people do not have their
water supply cut off.

This agreement has also been signed with
Céritas Espana. The agreement involves

FCC Aqualia paying for all water bills pertaining
to Caritas Espafa in towns where it manages
the water cycle. VAT and invoices for any rubbish
associated with the water are also paid. In
addition, the agreement provides aid to all those

who are sent on from Céaritas Espafa to social
Furthermore, throughout this year the Integra Breast cancer awareness campaign in Oviedo (Asturias). services at city councils in order to assist them in

Foundation recognized FCC Group for the work paying their water bills.
carried out in this area. The award recognizes

FCC Group for its involvement and support in the

project of the Foundation, that has resulted in the

hiring, by FCC, of more than a hundred people

at risk of exclusion or that have some kind of

disability.

FCC Group joined the "Integra Commitment"
initiative in 2015, launched by the Integra
Foundation for the integration of people at risk of
social exclusion. This campaign has been joined
by a network of companies and organizations
committed to socially responsible employment.
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. Social development through responsible management in Latam

The Valdeza Quarry (Panama)

Valdeza is the scene of a productive process essential
to the progress and development of the country.

The high levels of social acceptance of the project

are a reflection of FCC Groups conviction to carry

out responsible management from a social and
environmental point of view.

FCC has made special efforts to mitigate any possible
impacts. It has therefore implemented several
reforestation programmes, monitoring the passage of
trucks and noise control at rest times.

The Social Responsibility Plan of Valdeza has been
agreed from the outset with the community and has
involved citizens in its execution. This programme
has been a key element to achieving the climate of
harmony and coexistence that exists between the
Company and citizens.

The plan includes projects such as periodic medical
examination campaigns, construction of recreational
areas that bring joy to hundreds of children, and
health and wellness seminars for citizens, among
other things.

Restoration and protection of El Camino de Cruces
(Panama)

The Camino de Cruces is a historic route, used in
the sixteenth and seventeenth centuries to transport
gold and silver, with great geopolitical and cultural

importance. The City Hospital project occupied part
of the route, so FCC proposed to modify it in order
to avoid affecting the layout and to safeguard the
sections of the pavement (500 meters).

"By planting water we collect life" (Colombia)

The programme seeks to raise awareness in the local
population about the importance of conserving the
river basins. FCC has improved the river dynamics and
thus water quality; it has built marginal embankments
for flood control and to mitigate the risk of same, it has
also integrated communities living in the vicinity of the
river by building ecological parks.

Thanks to this project 35,000 trees have been planted
and sixty children have been involved, the population
of the area has gone two years without flooding and
has almost eliminated the bad odour.

Evaluating social and
environmental sustainability
in operations

The 1.5 action programme of FCC's third Corporate
Responsibility Master Plan, in its "Citizen Connection" line,
establishes the goal that in all public tenders submitted by
FCC there will be a social and environmental impact metric
with respect to its hiring operations.

In response to this objective, FCC Construccion has a metric
to assess the social and environmental sustainability in tenders
in which it competes. In addition, a database has been
designed and maintained to analyse the results, for which the
company has its own software tool.

In particular, the metric assesses whether the project to be
submitted for tender involves the relocation of people or
communities, whether it negatively affects any singular element
of heritage, whether there is an environmental impact studly,

or any other figure for predicting and mitigating environmental
impacts, whether the construction work involves increased
access to basic utilities (water, communications, electricity,
etc.) for the population, whether citizen participation has been
included at any point in the process or whether the project has
a specific and evident social response.

The classification of the project, defining whether its
environmental and social risk is high, average, or minimal,
allows the early identification of relevant requirements when
submitting the tender, evaluating and auditing the project.
Of the 690 projects tendered and studied in 2015, 61%
presented minimal or zero environmental and social risks,
39% have been associated with an average risk and 0%
have a high risk.
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This new metric is added to the "Initial Risks' Report", through
which it examines the contractual risks, financial risks,
insurance and tax risks, technical risks and financial risks

of the construction work. With the result of both analyses,
complete information is available in all areas of sustainability,
which helps the Company in its decision-making process
regarding whether or not to submit the bid.

Educational action for sustainable development

‘ FCC Aqualia and awareness for the rational consumption of water

Furthermore, on the occasion of the celebration of World
Water Day, and in order to promote the commemoration
of this date, FCC Aqualia has been present across
various media. For this occasion, various advertising
graphics and ad hoc content for about thirty media were
created.

In 2015, in order to celebrate World Water Day,
FCC Aqualia celebrated the thirteenth edition of
the international Children's Drawing Competition.
The event was held on digital format, through the
website www.llenatumundodevida.es, with the aim
of promoting the use of new technologies. In the
N ed|t|'on g tota! O.f gy cars a.”‘?' yggr—4 The communication strategy in all media has intended
school children participated from municipalities where

2 i I h ivity that FCC Aquali i
7 FCC Aqualia provides services in Spain and Portugal. to. giioyaueiot . . 1°C ‘qua a oalrnes OUT.’
el with messages aimed at the community regarding public

| i, - % This effective educational and informative initiative and private water and its management, which has to be
- also has an internal version. Thus, 175 children and efficient and sustainable (financially and socially) while
grandchildren of employees of FCC Aqualia took enhancing the attributes of closeness, commitment
part in the sixth edition of Small Artists, an activity and professionalism. This approach can be reflected in

Information day on the development of the integrated water cycle
management.

that is also developed entirely on-line. Importantly
the initiative has spread to six of the countries in
which FCC Aqualia operates: Spain, Czech Republic,

Mexico, Chile, Uruguay and the United Arab Emirates.

In addition to this initiative, and to educating and raising
awareness on the importance of protecting the environment,
in 2015 FCC Aqualia held over one hundred workshops with
different groups, such as housewives, the retired or journalists,
and its facilities have received more than 15,000 visits from

advertising graphics, brochures, banners, the reverse
side of bills, on the calendar 2016 (Twelve truths about
water management) linked to the drawing contest, and
in the Company's new educational tool created in 2015,
"The Aqualia notebook".

students. These events have served to inform about the
development of the management of the integrated water cycle
in a company such as FCC Aqualia, and to train the different
groups in the proper use of resources: responsible drinking,
using the toilet, management of waste olil, etc.
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Challenges in 2016

I 2. Corporate

Volunteering

FCC Group and its different business areas encourage

the participation of its employees in achieving corporate
objectives. The programme helps the social projects of the
Esther Koplowitz Foundation, a point of reference in Spain
for providing of assistance to society's most needy.

The volunteer programme is an opportunity to promote,
among employees, the benefits of participating in corporate
citizen projects, supporting the company's mission to

create value for society and to contribute to the welfare of
people. The volunteer projects are carried out in the field of
cooperation, environmental education and aid to humanitarian
emergencies.

It has continued with the initiative "Friday’s at the Old Peoples
Home" which has now reached 347 people.

"Summer at the Residence” has also been held for the second
consecutive year responding to the demand of the residents.

Maintain at least a bimonthly frequency of voluntary activities,
and to maintain the quality of such activities.

Achieving better results from the volunteering portal by
launching other solidarity initiatives by FCC employees.

Corporate volunteer project on cognitive stimulation of people at risk of
exclusion "FCC Volunteers, with you there are more or us".

Throughout 2015 FCC Group has given continuity to the
programme "Friday’s at the Old Peoples Home", which is
already in its six edition. The main objective of the programme
is to contribute to improving the welfare and quality of life of
older people with few resources, through the stimulation of
their cognitive state, which is the main cause of their fragility
and dependence. To achieve this, different conferences and
cultural initiatives took place, designed in close collaboration
with professionals from the centres responsible for the care of
these people.

Through this project FCC managed to increase closeness with
its employees, at the same time as channelling its social will,
and embracing the affective bond between the residents in the
centres and the company itself.

The activities are fundamentally of two types: lectures on
cultural, medical or recreational issues, in which there is a
transmission of knowledge from the volunteer to the resident,
but which are also conducive to the active participation or
debate on the part of the resident; and music and dance
performances that physically and psychologically stimulate
elderly people.

The programme is addressed primarily to those residents of
old people’s homes with few resources and the Nuestra Casa
day centres in Collado Villalba (Madrid) and the Nostra Casa
Residence of FortPienc (Barcelona), both residences built and
subsequently donated to the local government by the Esther
Koplowitz Foundation. The project currently covers a total of
347 people.

For the second consecutive year the "Summer at the
Residence" took place, to provide continuity to the programme
during the summer period, thus responding to the demand of
the residents.



w
01 02 0304 0S5 06 @70 08 OS] jl2 13 14

Letter Letter from Governing Goals and Regulatory FCC Environmental Water Infrastructure Cement Financial Corporate CSR Executive
from the the CEO Bodies Strategy Disclosures in Figures Services Management Statements BOvernance Personnel
Chairwoman

614 ‘ FCC_Annual Report_2015 V1. Connecting citizens. Page 13 of 18 @ @ e

Commitment to solidarity and the most needy

FCC Group is committed to the neediest people in the
communities in which it operates, thus it also encourages
the participation and volunteerism of all people in the
Group. In this regard, during 2015 various social action
campaigns with the direct involvement of FCC employees
have taken place, among which are the following:

- "No one without shoes." The purpose of this
campaign was to collect used shoes, it was a success
in terms of participation and more than four hundred
pairs were collected. The shoes were delivered to
the parish of Santa Teresa and San Jose in the Plaza
de Espana in Madrid. The aim of this initiative is to
raise awareness regarding social shortcomings in our
environment and to help the needy.

- Operation Kilo, a campaign for the collection of food.
In line with the strong social responsibility of the
Company, FCC, in collaboration with the Charity
Food Bank, launched the solidarity campaign for the
collection of food, Operation Kilo. From the various
delegations in Spain, FCC employees joined this cause

in which they donated more than 17 tonnes of non- - "This Christmas will sound like a fairytale." On the - Solidarity race "Run for a child." In 2015 FCC

perishable food and first necessities, in addition to occasion of the Christmas holidays, FCC launched this participated in the fifth edition of the solidarity

personal hygiene products. initiative, which was performed globally for the entire race "Run for a child", organized by the University
Group for the first time. For each of the many people Children's Hospital Nifo Jesus, in order to finance
who offered sing a Christmas carol, FCC donated a projects for its Biomedical Research Foundation.

children's story that brought together the great number
of books donated by employees, amounting to nearly
2,500 copies delivered to the Red Cross throughout
the world.
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I 3. Interaction with Stakeholders
(G4-24); (G4-25); (G4-26); (G4-27)

The strategy of dialogue with the stakeholders of FCC Group
is promoted from all lines of business within the Company. In a
citizen services company such as FCC Group, communication 8

Milestones in 2015 | Challenges in 2016

Holding 273 meetings with investors. Increasing interaction with shareholders and investors.

with stakeholders should be on-going, in order to detect and

e L Formalization of FCC Aqualia's relationship with the Journalists'
meet the needs of the societies in which it operates and to

Continue with the development of initiatives by FCC Aqualia to

identify their main concerns.

FCC Group has a robust communication strategy, which
allows it to gain visibility and external knowledge of activities
and corporate results. This strategy includes different
communication platforms through which the Group maintains
a constant and close relationship with all its stakeholders.

The Company has various communication channels that

allow for initiatives to be proposed, heard and carried out

that respond to requests made by third parties. In recent
years the corporate website has been consolidated as the
most used channel through which to post information to its
different stakeholders. Likewise, the divisions of the Group
post key information through consultation sessions, e-mails,
bulletins and magazines, sectorial publications and
end-of-work surveys, among other things.

Association of Environmental Information (APIA) with the
signing of a collaboration agreement.

O Improving FCC Construccién's internal channels:

- Migration of the documentation from in the old Intranet to
the new FCC One Intranet.

- Internationalization of the FCC One Intranet, taking it to
Chile, Peru, Mexico and Colombia.

(O Launch of FCC Construccion's new "Information Capsule”.

improve water quality.

Empowerment of initiatives to facilitate professional
development and enhance the customer experience of
FCC Aqualia.

Continuing to perform work with local administrations to
understand the needs of future cities, and to promote
dialogues and projects regarding same.

Shareholders and Investors
(G4-24): (G4-25): (G4-26); (G4-27)

FCC channels the interaction with shareholders and investors
through a shareholders’ office and through a specific section
of the corporate website, which provides information on
economic performance, market information and financial
information. In addition, FCC Group has an investors’ calendar
to provide notification of relevant events.

In 2015, the Stock Market and Investor Relations department
held 273 meetings with investors, of which 43% have taken
place with UK investors and another 19% in the US.
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Employees
(G4-24); (G4-25); (64-26); (G4-27)

Internal Communication

The establishment of effective internal communication is

a priority objective of the Human Resources team. The
Communications Department and Corporate Responsibility
work to establish new and powerful internal channels and to
achieve a corporate culture based on common and robust
behaviours and values as a sign of identity, able to mobilize,
motivate and engage people who make up the team of FCC
professionals.

The Human Resources department of FCC has an

Internal Communication Plan, which includes a series of
communication actions and internal services developed by
the Internal Communication team, complementary to other
actions undertaken by this department to facilitate the flow

of information, messages, policies and strategies related

to the management of the company and the professional
environment. For its part the Human Resources Strategic Plan
aims to promote communication that will help to encourage
productivity and professional development of employees in the
company.

05
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Tools for dialogue with the people who
make up FCC

FCC professionals have access to a corporate Intranet,

FCC One. This is the main channel for multi-directional
communication within the Company. Furthermore, the
Company makes the Employee Portal available to its
employees, which has specific content and an Internal
Communication Channel with additional tools for facilitating
dialogue and aligning positions between employees and the
Company.

Furthermore, FCC Group holds periodic meetings aimed at
informing employees face-to-face about different matters.

FCC Group also keeps its employees informed via the
publication of the quarterly on-line magazine “Communication
Network”, which includes relevant information relating to the
most recent events that have taken place within the Group.

(G4-24); (G4-25); (G4-26); (G4-27)

In addition to the above, each business line uses its own
internal communication tools. This is the case for FCC Aqualia
and its Flash Information. This tool provides brief information
on the entire organization on major developments and projects
that it develops. In 2015 a total of 210 flashes were issued.

In addition, for workers who do not have access to an e-mail
account a new communication channel has been created
called "Your Flash". This is a printed newsletter, which is
delivered along with the employee's payslip, and includes and
summarizes the main messages of the month.
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For its part, during the last financial year, FCC Construccion
launched the "Information Capsule" flash, containing relevant
information disseminated via email to all employees of the
division. It has also launched a communication campaign via
e-mail to inform all employees of FCC Construccién on internal
mobility offers posted on the Intranet.
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Respect and support for employment rights  Suppliers and contractors Public administrations

In Spain the entire workforce of FCC Group is covered by a [G4—24]; [G4—25],’ [G4—26]; [G4—27] and regUIHtOI'S

collective bargaining agreement. This type of employment

regulation is the predominant form in the organisation as a FCC provides training sessions and awareness campaigns [64‘24].' [G4‘25]} [64‘26]} [G4‘27]

whole at international level, without prejudice to other forms of with its suppliers to strengthen existing relations and ensure - . o o
regulation. compliance with its policies and commitments. FCC Group is involved in self-regulation industry initiatives and

the development of legislation relating to its sector of activity.
All the Group’s business divisions use processes whose
objective lies in maintaining standards of production and

At international level, FCC Group is a signatory to the most
important standards in the field of human rights.

e United Nations Global Compact. The Company furthermore service in the different areas of activity, as well as in the sphere
includes, among its guiding principles for its policies, the . . , of sustainability. These processes have been established
OECD Guidelines for Multinational Enterprises. R commitment to FCC's Code voluntarily.

of Ethics and the Global Compact
¢ |In countries which have not ratified the ILO conventions,
FCC Group has proceeded with the negotiation of _ A4 ] Customers
agreements with the International Federation of Construction B fieonigation for all suppliors
and Wood Workers (BWINT) and subcontractors to understand and (G4-24); (G4-25); (G4-26); (G4-27)
' respect the content of FCC's Code of Ethics

e The Company has made commitments within the in their relationship with the companies of the The business model of FCC Group is geared to meet the
framework of the Universal Declaration of Human Rights, Group. The suppliers should also make the needs and demands of different profiles of direct customers:
the Declaration of the Rights of the Child and various ILO commitment to fulfil the ten principles of the government, private institutions and individuals.
conventions. United Nations Global Compact, which FCC ) o ,

e ’ The quality of customer service is a cornerstone in the
joined in 2007.

strategy of FCC Group. Therefore, to ensure the best quality of
products and services, all lines of business are certified under
ISO 9001 UNE.

FCC has different communication channels with its customers:
phone, email, fax, internet, letters, invoices, or face-to-face
visits and meetings with sales departments. These channels
can be used to find out more accurately the needs of
customers and progressively improve the services offered.
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Integrated Water Management Both channels make a management system available that
Customer services are an essential part of the service provided ensures the security of customer information endorsed by an Differentiation and positioning:
b P AENOR certificate in accordance with UNE-ISO 27001: 2007. FCC Aqualia as a "glocal" company

by FCC Aqualia. The Company's policy is to offer personalized

. ) In addition, with the purpose of ensuring the protection of
and close attention according to the needs of each customer. purp 9 P

For this reason, it provides the tools and resources needed users' data, FCC Aqualia uses the "e-privacy” tool. During 2015 FCC Aqualia worked on

to offer a flexible, quick, simple and effective service to each The effectiveness of these communication channels has strengthening the positioning of the brand.

customer. FCC Aqualia’s main communication channels are: allowed once again, to reduce the number of customer FCC Aqualia has launched the corporate
complaints compared with the previous year. descriptor "Your water company" aimed

e Aqualiacontact. Telephone helpline that allows the customer
to perform all their tasks without needing to leave their FCC Construccion
office. It also helps to reduce the maximum response time in

at all markets and all customers, which
has been featured in all the Company’s

the resolution of faults in the distribution networks with the Fee .C.onstru'c cion has a custgmer interlocuto'r responsible adyer’[.isin.g 2 sooia! mark(?tirjg. s
consequential saving of water. In 2015 this service received for ralsmlg points .o f collaboration gnd adglressmg any . obqutlve Ay seek.dlff.erentlatl.o o
ore than 748,000 calls. suggestions received, as well as discussing the information position FC_C Aqgaha, in the minds
’ gathered in meetings with customers, and will subsequently of citizens, in a different area than
e AqualiaOnline. A channel that allows FCC Aqualia customers  provide information on the actions taken as a result of their competitors: the people.
to perform all their processes in a simple, flexible and suggestions. Also during 2014 the Company worked to
_T_f]:gljgegt;sgr;acrgirqi;goyvr:bzs:ﬁ ?362012/;: t{f Ii; Horm FICC live is an Ion—line publication that has three septions: reilnforce"the perception of FCC Aqualia as
orocedures, modify personal data, consult the tariffs applied, V|Ideo—news, video .report and a newsletter. Its design has a a glocal" company (9|0b?| management
request electronic bills, facilitate the reading of the counter, friendly format, Whmh allows you to update the content o k?e Wlth ) strohg RO Rl =y
pay bills, submit Claimé or request the cancellation of suppyly glenera‘Fed gcco@ng to the neer of the bus!ness for a rapid Wthh prowdes fgeai© oo wol as
among c’Jther Drocesses. * dissemination of information. This channel brings the company international value, permeable to new
closer to its stakeholders and generates a positive attitude cultures.

toward FCC Construccion, its activities and its professionals.

FCC City is an on-line channel that allows two forms of
navigation: a virtual city, and a map of the world in which more
than 120 unique works organised by continent and country
have been located.
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Customer satisfaction

To meet the expectations, concerns, areas of improvement
and degree of satisfaction with the service provided,

FCC Group conducts satisfaction surveys on customers from
different business lines.

The diversity of activity and types of customer of FCC Group,
means that measuring satisfaction is carried out in a
decentralised way. FCC Aqgualia, as a manager of end
consumers and users, is the Group's business that most
directly manages dialogue and measuring the satisfaction

of stakeholders. The Water Division performs bi-annual
satisfaction surveys on end and institutional customers. The
latest satisfaction survey to date was conducted in 2014.

These surveys are carried out by phone and online, with a
questionnaire with open and closed questions.

In the analysis of the results we get a unique value that
measures the overall satisfaction of the customers using a
multivariate analysis. This value is calculated on the basis of:

e Valuations that clients give to the various aspects measured
in the survey.

e The impact or weight that these aspects have on the
composition of the overall assessment given by the user.

In 2016 a new satisfaction survey is planned for end and
institutional customers.

Customer satisfaction as a priority for FCC Aqualia

Through AqualiaOnline and Aqualiacontact, FCC Aqualia

is able to respond to its customers based on strict quality
standards. Both channels make a management system
available that ensures the security of customer information
from three perspectives: availability, integrity and confidentiality.
The system has been audited by AENOR in accordance with
UNE-ISO 27001:2007 which strengthens the Company's
strategy of excellence with regard to its customer services.

. Aquarating

Aquarating is a scoring system for comprehensively
evaluating the performance of water and sanitation
service providers. The programme is in its developments
phase and is being carried out by the Inter-American
Development Bank, (IDB), with the collaboration of the
International Water Association (IWA). The system offers
the following results:

e An overall score of the provider.

¢ Detailed ratings on the following aspects: access to
the service, quality of service, efficiency in operation,
efficiency in the planning and implementation of
investments, efficiency in business management,
financial sustainability, environmental sustainability
and Corporate Governance.

e An evaluation of the reliability of information provided.
e Guidelines for improving management practices.

Aquarating provides important benefits for both direct
customers of companies and for the end consumer. For
the former, the system assumes important stimuli for
providers to maintain or improve their performance and
direct incentives, technical assistance and financing of
same, in accordance with their level of performance. For
the end user it means an opportunity to obtain better
services in access to quality, efficiency, sustainability and
transparency.
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This FCC Group Corporate Responsibility Report of

FCC Group (CRR), provides information regarding the
management of key aspects of the Company and its business
during 2015, as well as developments, activities and indicators
framed in the strategic concepts defined in the third 2012-
2014 Sustainability Master Plan (extended to 2015). In order
to understand the evolution of corporate responsibility at

FCC over the years, we recommend that the reader visits

the FCC website, which contains information on Corporate
Responsibility management in the Group and its subsidiaries.

How the Report was Prep

The Sustainability Master Plan, which ended in 2015,
determines the structure of this report, and the specific
content also responds to the materiality exercise performed
in 2015.

The report contains an overview of the profile and key figures
of FCC, information about milestones and goals in each of

the Group’s three business lines, Infrastructure, Environmental
Services and Water; as well as information about the corporate
responsibility strategy and action programmes, according

to the three strategic lines of the Sustainability Master Plan
(Exemplary behaviour, Smart services and Connecting
citizens). Each of the three chapters contains a summary of
the main policies and initiatives in force.

Materiality Study
(G4-20); (G4-21); (G4-24); (G4-25); (G4-26);
(64-27)

In compliance with the GRI guidelines in its G4 version, for FCC
the materiality study contains one internal view (interviews with
the Company's key people) and one external view (this year
focused on the view of institutional investors), and puts the
focus on matters of a social, environmental and/or economic
nature that are relevant to the business of the Company and
influence the decision making of its stakeholders.

A

The present study of the financial year 2013-2014, in which
external sources were analysed, together with the participation
of FCC information officers, has revealed relevant sustainability
issues. The materiality study conducted for this report included
a validation phase through external interviews with the
participation of four institutional investors specialized in extra-
financial matters.

The materiality of the FCC Group is presented in nine matrices,
three for each business line and three according to the axes

of the Master Plan. Given the unique characteristics of each
business, the priorities of the material matters have different
management issues depending on the impacts of the activities
of Infrastructure, Water and Environmental Services.
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Methodological detail
(G4-18 a); (G4-20); (G4-21); (G4-24); (G4-25);
(G4-28); (G4-27)

In the materiality study carried out for the preparation of the
Corporate Responsibility Report 2013 it was based on the
46 specific aspects defined by the Global Reporting Initiative
in its "Guide to the preparation of Sustainability Reports G4",
applied to the sectors of infrastructure, water and services in
which the Company is built. These aspects were classified
in the three axes of the Master Plan: Connecting citizens,
Exemplary behaviour and Smart services, and by line of
business, with the aim of identifying the relevant aspects of the
business aligned with the strategic lines of the Group in the
field of sustainability.

(G4-18 a): (G4-20); (G4-21); (G4-24); (G4-25); (G4-26); (G4-27)

In order to determine the relevance, a relevance analysis was
carried out, for which a quantitative evaluation was performed
(number and extent of references made) of the different
aspects defined in the G4 Guideline of the Global Reporting
Initiative in the public information of the prescribers relevant
to FCC, and which cover key agents of the sector in which the
Company is involved, as well as key international organisations
and institutions in the field of sustainability.

e On matters of sustainability: G4 Global Reporting Initiative
Guideline, construction sector questionnaire of the Dow
Jones Sustainability Index.

¢ International organisations: OECD and the United Nations
Global Compact.

e On matters concerning the sector: International Project
Finance, Fundacién Laboral de la Construccion,
TECNIBERIA, International Water Association,
AQUAESPANA, Water UK, ASEGRE, International Solid
Waste Association, Ecoembes, Aselip, ASEJA, ASPEL
and Repacar.

The maturity was determined through the analysis of annual
reports and sustainability of FCC’s main competitors, which
allows the sustainability issues relevant to the competitors
to be identified and determines their importance and level
of development on the basis of the degree of care that they
receive in these reports.

As a result of the previous phases, some matrices were
obtained that determined the prioritisation of subjects based
on the results obtained in the relevance and maturity analysis,
and broken down according to the business and strategic line
of the Corporate Responsibility Master Plan.

For the continuity of the materiality study, a review has

been carried out of sectoral trends in the medium and long
term for each of the businesses, Infrastructure, Water and
Environmental Services, all in accordance with the sources of
reference for the industry. The review of the matters contained
in the matrices has been made on the basis of the following
reports: Global Risk 2016 (World Economic Forum) and World
Markets Report, Foresight. A Global Perspective Infrastructure
(KPMG), Water Outlook to 2050 (OECD), What a Waste. A
Global Review of Solid Waste Management (World Bank) and
ISS 2020 Vision.

In addition, it has undertaken a process of external validation,
carried out through interviews. For this purpose, prescribers
from the field of investment have been selected as well as
financial and extra-financial analyses.

The result of applying the findings of the external review,

has allowed the Company to prioritize and focus on the
material matters of FCC Group according to business line and
dimension of the Master Plan.
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Matrices by business line
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Exemplary behaviour

Relevance
8

o
‘ ®

: ®
o o ® o

00 02 04 06 08 10 12 14 16 18 20

Maturity

Ensure an effective relationship between workers and
government bodies and guarantee workers’ rights.

Occupational health and safety of clients, employees
and suppliers.

Retention and attraction of talent and employee
training.

Promotion of diversity in the workforce and equal
opportunities.

Detection of illegal practices associated with
employment, like forced or child labour.

Information security and best practices in
cybersecurity.

Corporate policies and systems to prevent corruption.

Regulatory and social pressure for sustainable
development.

Responsible management of the privacy of
information.

Public commitment to the highest standards in
sustainability.

Responsible management in the supply chain
(relations and procurement practices).

Smart services

Relevance
9
o o
7
6
5
4

4
. ®
2
1
0

0.0 0.5 1.0

Maturity

Connecting citizens

Relevance

4

00 02 04 06 08 10
Maturity

1.5

1.2

1.4

2.0

1.6

25

1.8 2.0

Policies on prioritizing the purchasing of materials
with a lower environmental impact.

Efficient water management in water-stressed
areas.

Biodiversity and impact on rural ecosystems.
Reduction of emissions to the atmosphere and
energy consumption.

Management of natural resources and reduction of
effluent and waste.

Public/private collaboration in the management and
protection of critical infrastructure.

Application of criteria relating to sustainability in the
areas of research, development and technology.

Philanthropy and social action.
Training initiatives that favour local development.

Boosting external communication concerning the
activity of the Company.
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Exemplary behaviour Smart services
Relevance Ensure an effective relationship between workers and Relevance Policies on prioritizing the purchasing of materials
3 government bodies and guarantee workers’ rights. 9 with a lower environmental impact
Occupational health and safety of clients, employees 8 Efficient water management in water-stressed
and suppliers. areas.
6 . Retention and attraction of talent and employee 7 . Biodiversity and impact on rural ecosystems.
training. 6 ‘ Reduction of emissions to the atmosphere and
Promotion of diversity in the workforce and equal 5 energy consumption.
4 . opportunities. 4 . Management of natural resources and reduction of
. Detection of illegal practices associated with . “ effluent and waste.
employment, like forced or child labour. 3 . Public/private collaboration in the management and
2 . . . Information security and best practices in 2 protection of critical infrastructure.
cybersecurity. ] Application of criteria relating to sustainability in the
. . . . Corporate policies and systems to prevent corruption. areas of research, development and technology.
0 . ) 0
Regulatory and social pressure for sustainable
00 02 04 06 08 10 12 14 16 18 20 development. 0.0 0.5 1.0 1.5 2.0 25
Maturity Besponglble management of the privacy of Maturity
information.
Public commitment to the highest standards in
sustainability.
Responsible management in the supply chain
(relations and procurement practices).
Connecting citizens
Relevance
3 . Philanthropy and social action.
Training initiatives that favour local development.
. Boosting external communication concerning the
5 activity of the Company.
1
0
00 02 04 06 08 10 12 14 16 18 20

Maturity
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Environmental
Services

08

Water

O

Infrastructure

Management

10
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Relevance

8

00 02 04 06 08

Exemplary behaviour

1.0
Maturity

1.2

1.4

1.6

1.8 20

. Ensure an effective relationship between workers
and government bodies and guarantee workers’
rights.

Occupational health and safety of clients,
employees and suppliers.

‘ Retention and attraction of talent and employee
training.

. Promotion of diversity in the workforce and equal
opportunities.

. Detection of illegal practices associated with
employment, like forced or child labour.

Information security and best practices in
cybersecurity.

. Corporate policies and systems to prevent
corruption.
Regulatory and social pressure for sustainable
development.

. Responsible management of the privacy of
information.

Public commitment to the highest standards in
sustainability.

‘ Responsible management in the supply chain
(relations and procurement practices).

Smart services

Relevance
9
8
7
6
o o
4
¢ o
2
‘ o
0
0.0 0.5 1.0
Maturity

Connecting citizens

Relevance

3

00 02 04 06 08 10
Maturity

1.5

1.2

1.4

2.0

1.6

25

1.8 20

Policies on prioritizing the purchasing of materials with
a lower environmental impact.

Promotion of diversity in the workforce and equal
opportunities.

Biodiversity and impact on rural ecosystems.

Reduction of emissions to the atmosphere and energy
consumption.

Management of natural resources and reduction of
effluent and waste.

Products and services.
Compliance.
Adaptation to climate change.

Public/private collaboration in the management and
protection of critical infrastructure.

Application of criteria relating to sustainability in the
areas of research, development and technology.

Philanthropy and social action.
Training initiatives that favour local development.

Boosting external communication concerning the
activity of the Company.
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Results of the 2015 materiality analysis (G4-19); (G4-20); (G4-21)

Below are the material matters according to line of business, and arranged according to the priority level for each axis of the Master Plan.

(G4-19); (G4-20); (G4-21)

Environmental Services _ Water

A 4
il =2 /13 14

FinancizlEii At Executive
Statements ernance Personnel

[
g0y 5 ¢

©0 00
C —

Master Plan G4 Aspects Master Plan G4 Aspects

Exemplary * Occupational health and safety of customers, employees and suppliers. Exemplary » Occupational health and safety of customers, employees and suppliers.
behaviour * Attracting and retaining talent and employee training. behaviour * Promoting diversity in the workforce and equal opportunities.
* Promoting diversity in the workforce and equal opportunities. * Regulatory and social pressure towards sustainable development.
* Regulatory and social pressure towards sustainable development. » Corporate policies and systems to prevent corruption.
* Corporate policies and systems to prevent corruption. * Attracting and retaining talent and employee training.
* Ensure an effective relationship between workers and government bodies and * Ensure an effective relationship between workers and government bodies and
ensure the rights of workers. ensure the rights of workers.
* Information on security and best practices in cyber security. « Information on security and best practices in cyber security.
* Detection of illegal practices related to employment, such as forced or child » Detection of illegal practices related to employment, such as forced or child
labour. labour.
* Responsible management of the supply chain (relations and procurement * Responsible management of the supply chain (relations and procurement
practices). practices).
* Responsible management of the privacy of information. * Responsible management of the privacy of information.
* Public commitment to the highest standards in sustainability. * Public commitment to the highest standards in sustainability.
Smart Services * Reduction of emissions to the atmosphere and energy consumption. Smart Services « Efficient management of water in places of water stress.
* Management of natural resources and reduction of effluents and waste.  Reduction of emissions to the atmosphere and energy consumption.
* Application of criteria relating to sustainability in the areas of research, * Application of criteria relating to sustainability in the areas of research,
development and technology. development and technology.
* Efficient management of water in places of water stress. » Management of natural resources and reduction of effluents and waste.
* Biodiversity and impact on rural ecosystems. * Biodiversity and impact on rural ecosystems.
* Policies on prioritizing the purchasing of materials with a lower environmental » Policies on prioritizing the purchasing of materials with a lower environmental
impact. impact.
* Public-private collaboration in the management and protection of critical * Public-private collaboration in the management and protection of critical
infrastructures. infrastructures.
Connecting * Training initiatives that favour local development. Connecting « Training initiatives that favour local development.
citizens * Boosting external communication concerning the activity of the Company. citizens * Boosting external communication concerning the activity of the Company.

* Philanthropy and social action. * Philanthropy and social action.
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(G4-19); (G4-20); (G4-21)

Infrastructures

Environmental
Disclosures in Figures Services

Master Plan G4 Aspects

Exemplary
behaviour

* Regulatory and social pressure towards sustainable development.

* Promoting diversity in the workforce and equal opportunities.

» Occupational health and safety of customers, employees and suppliers.

* Attracting and retaining talent and employee training.

» Corporate policies and systems to prevent corruption.

¢ Information on security and best practices in cyber security.

* Ensure an effective relationship between workers and government bodies and
ensure the rights of workers.

» Detection of illegal practices related to employment, such as forced or child
labour.

* Responsible management of the supply chain (relations and procurement
practices).

* Responsible management of the privacy of information.

* Public commitment to the highest standards in sustainability.

Smart Services

* Reduction of emissions to the atmosphere and energy consumption.

* Application of criteria relating to sustainability in the areas of research,
development and technology.

« Efficient management of water in places of water stress.

* Management of natural resources and reduction of effluents and waste.

* Biodiversity and impact on rural ecosystems.

* Policies on prioritizing the purchasing of materials with a lower environmental
impact.

* Public-private collaboration in the management and protection of critical
infrastructures.

Connecting
citizens

¢ Training initiatives that favour local development.
» Boosting external communication concerning the activity of the Company.
* Philanthropy and social action.

w
09  HEwil jl2 413 14

Infrastructure Cement Financial Co'rporate Executive
Statements BOvernance Personnel

D000

Scope of the 2015 Corporate
Responsibility Report
(64-18 b); (G4-22); (G4-23)

The information parameter of this report coincides with

the financial consolidation of the Group, and reflects the
activities of the company in 2015. Specifically, the extent of
the information provided in this report, both regarding the
sections on Connecting Citizens and Exemplary Behaviour,
corresponds to the scope of integration which is used for
financial consolidation, according to which, data is considered
from 100% of the participating companies over which FCC
has management control, regardless of their stakes.

In 2015 the following companies have been excluded from the
scope of reporting: the Company Recuperacié de Pedreres
de FCC Ambito, .A.S.A. Hungary and FCC Construccion
Algeria (the latter only for social indicators), due to the fact
that activity in the last year has fallen significantly and it has
not been possible to collect all the indicators requested. For
the purposes of scope, it must also be considered that in
2015, with the exception of the indicators of job security and
rotation, it has not been possible to gather information on the
companies of Aqualia Infraestructuras in Romania, Algeria
and Egypt. Nor the societies of Aqualia GIA in Portugal, Italy,
Algeria, Saudi Arabia, United Arab Emirates and Mexico.
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In the case of joint ventures, the value of those in which it
controls the operations is included, applying its percentage of
ownership as appropriate.

FCC Group, characterised for its diverse geography and
activities, is working to extend the scope of information
to all companies making up the group. The relationship of
FCC Group companies as of 31 December 2015, and a
description of each, appears in the annexes of the annual
accounts.

Quality and reliability of the information
disclosed

This report intends to provide public awareness regarding issues
and indicators that have been identified as tangible, enabling the

expectations of the stakeholders of the Group to be met, with
information being duly provided on decision making.

The drafting process has been guided by the principles
established by the Global Reporting Initiative (GRI) in

its G4 Guidelines in order to reflect quality information,

and it includes the additional information required by the
supplement "Construction and Real Estate", which contains
specific indicators for companies in the construction and
real estate sector, which must be followed by all companies
that want to produce a report in accordance with G4 at its
comprehensive level, granted by the new GRI guide to those
reports that follow its recommendations. This Corporate
Responsibility Report for the year 2015 offers a balanced,
comparable, accurate, reliable, regular (annual) and clear
perspective on the economic, social and environmental
performance of the Group.

The FCC Group’s Corporate Responsibility Report 2015 has
been audited by KPMG in accordance with the ISAE 3000
international standard. The scope, description of the work and
conclusions of said audit can be found in the section entitled
Letter of Verification.

United Nations Global Compact

In 2015, FCC Group continued to strongly support the Ten
Principles of the Global Compact, principles relating to
human rights, labour rights, environmental protection and
corruption. The Group has been associated with the Spanish
Global Compact Association (ASEPAM) since 2007, whose
main objective is to support, promote and disseminate the
incorporation of the Ten Principles in the strategic vision

of companies.

(G4-18 b); (G4-22); (G4-293)

To show its strong support for the Ten Principles of the
Global Compact, FCC Group includes a clause in all
contracts with suppliers, approved by the Management
Committee, which requires all suppliers and contractors
to meet the FCC Group’s Code of Ethics and comply with
the Ten Principles of the Global Compact. This clause is a
guarantee for the Group that its suppliers are adhering to
these principles in their own activities.
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Compliance with the reference standards

This report has been prepared, for the second consecutive
year, in accordance with the Global Reporting Initiative’s (GRI)
sustainable reporting guidelines, as amended on March 2013
(entitled G4), as well as in accordance with the AA1000 APS
Accountability Standard (version 2008). It has also taken

into account the sectorial supplement of the GRI for the
construction sector.

Application of the AA1000 APS Standard
in the preparation of this report
(G4-18 b)

¢ Inclusiveness. FCC Group and each one of its businesses
regularly conduct consultations with its stakeholders. It is
therefore particularly relevant that the information contained
in this report is in accordance with this principle.

¢ Relevance. The present report is structured according to the
three axes of the Master Plan. The design of said Master
Plan was carried out by means of an analysis of sustainable
trends that should be met by FCC Group as a citizen service
company. This trend analysis, was based on reports of
reference sources such as the World Economic Forum, Slim
cities: Sustainable buildings; Smart Energy, Water Resources
Group, and the special 2011 report of the IPCC, the Special
Report on Renewable Energy Sources and Climate Change
Mitigation. Subsequently, in a round of internal interviews
and with a panel of experts, the relevance of these trends
was consulted as well as the material aspects that the
Company should take into account according to its activity.

¢ Response capability. FCC Group has designed a series
of initiatives to respond to the challenges that had been
identified as key issues for the Company. The Group's
response to the challenge of combining its activities with
developing sustainable cities of the future aims to better
serve its citizens, putting people of the Group at the
heart of the strategy and putting greater emphasis on the
sustainability of the supply chain.

Supplementary Information

In order to increase the information relating to sustainability
of the three business of the Group, and if further information
should be required, the reader is invited to visit its corporate
website, or read the corresponding sustainability reports,
which address each activity in specific detail.

In addition, FCC Group publishes an Annual Report, an
annual Corporate Governance Report and an annual report
on remuneration of the Directors, for the financial year 2015,
available on the corporate website.
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GRI Content Index

Materiality
Disclosures

Fomento de Construcciones y
Contratas, S.A.

General basic contents

Strategy and Analysis
G4-1 Letter from the Chairwoman
G4-2 Page 529

Organizational profile

G4-3 Page 527

G4-4 Pages 532-537

G4-5 Av. Del Camino de Santiago, 40 28050 Madrid, Spain
G4-6 Page 528

G4-7 Corporate Governance Report 2015 pages 2-6

G4-8 Pages 528 & 532-537

G4-9 Pages 526-528 & 532-537

G4-10 Pages 555-557

G4-11 Pages 616-617

G4-12 Pages 564-565
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G4-13 Pages 527 & 636

G4-14 Page 548

G4-15 Pages 554-557, 563 & 626-627
G4-16 Pages 563 & 569-570

Identified material aspects and boundaries

G4-17 Annual Accounts 2015 pages 125-144 — Annex |, Il &I
G4-18 Pages 620-621 & 626-628
G4-19 Pages 625-626

G4-20 Pages 620-621 & 625-626
G4-21 Pages 620-621 & 625-626
G4-22 Pages 626-627

G4-23 Pages 626-627

G4-24 Pages 615-617 & 620-621
G4-25 Pages 615-617 & 620-621
G4-26 Pages 615-617 & 620-621
G4-27 Pages 615-617 & 620-621

Report Profile

G4-28 Pages 626-627

G4-29 2014

G4-30 Annual

G4-31 rcorporativa@fcc.es

G4-32 Comprehensive

G4-33 Independent Review Report

Governance
G4-34 Corporate Governance Report 2015 pages 9 & 25-29
G4-35 Corporate Governance Report 2015 pages 25-29
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G4-36 Corporate Governance Report 2015 page 16
G4-37 Corporate Governance Report 2015 pages 9-11
G4-38 Corporate Governance Report 2015 pages 9-11
G4-39 Corporate Governance Report 2015 pages 9-10
G4-40 Corporate Governance Report 2015 pages 16-17
G4-41 Corporate Governance Report 2015 page 30
G4-42 Board of Directors

G4-43 Corporate Governance Report 2015 page 12
G4-44 Corporate Governance Report 2015 pages 17-18
G4-45 Page 548

G4-46 Corporate Governance Report 2015 pages 31-35
G4-47 Corporate Governance Report 2015 pages 31-35
G4-48 Board of Directors

G4-49 Corporate Governance Report 2015 pages 41-42
G4-50 Corporate Governance Report 2015

G4-51 FCC reports the remuneration of the members of the Board of Directors through the Annual

Director Remuneration Report, available on the website of the National Securities Market
Commission (CNMV in Spanish)

G4-52 FCC reports the remuneration of the members of the Board of Directors through the Annual
Director Remuneration Report, available on the website of the National Securities Market
Commission (CNMV in Spanish)

G4-53 Annual Remuneration Report 2015
G4-54 Annual Remuneration Report 2015
G4-55 Annual Remuneration Report 2015

Ethics and integrity

G4-56 Pages 549-550
G4-57 Pages 549-550
G4-58 Pages 549-550
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Specific basic contents

Category: economic

Material aspect: economic performance

G4-DMA
G4-ECH
G4-EC2
G4-EC3
G4-EC4

Pages 529-531

Pages 527 & 529

Pages 580-582

There are no pension plans for employees
Page 636

Material aspect: indirect economic impacts

G4-DMA
EC7
EC8

Category: environmental

Pages 603-606
Pages 603-606
Pages 603-606

Material aspect: materials
G4-DMA

G4-EN1

G4-EN2

Material aspect: energy
G4-DMA
G4-EN3
G4-EN4
G4-EN5
G4-EN6
G4-EN7

Pages 566-567
Pages 566-567
Pages 566-567

Pages 580-584

Pages 583-584 & 637-638 v
Pages 583-584 & 637-638

Energy consumption per employee was 647.42 GJ

Pages 583-584 & 637-638

Not applicable The main activity of FCC is related to the
construction of infrastructure. Therefore, there
are no certificates to ensure lower consumption
of the end user.
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Material aspect: water

G4-DMA Pages 593-595 & 637-638
G4-EN8 Pages 593-595 & 637-638 v
G4-EN9 Pages 593-595 & 637-638
G4-EN10 Pages 593-595 & 637-638

Material aspect: biodiversity

G4-DMA Pages 600-601
G4-EN11 Pages 600-601
G4-EN12 Pages 600-601
G4-EN13 Pages 600-601
G4-EN14 Pages 600-601

Material aspect: emissions

G4-DMA Pages 580-582
G4-EN15 Pages 583 & 636-638 v
G4-EN16 Pages 583 & 636-638 v
G4-EN17 Pages 583 & 636-638
G4-EN18 Emissions per employee were 188.47 t CO»eq
G4-EN19 Pages 583-589 & 636-638
G4-EN20 Not applicable The materiality studies carried out by FCC
according to their activities and for each
key environmental impact indicator have not
determined emissions that damage the ozone
layer as a material issue for the activity of FCC.
G4-EN21 Pages 595-596 v

Material aspect: effluents and waste

G4-DMA Page 597

G4-EN22 Pages 597 & 633-638

G4-EN23 Pages 597-599 & 636-638 v
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G4-EN24 There were no significant spillages
G4-EN25 Pages 636-638
G4-EN26

Category: social

Subcategory: labour practices and decent work

06

FCC
in Figures

07

Environmental
Services

08

Water
Management

There were no water bodies affected by discharges or run-off from the organization

0S5 O o2 13 14
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Material aspect: employment

G4-DMA Pages 551-554

G4-LA1 Pages 551-552 & 639

G4-LA2 All employees have access to all the benefits
G4-LA3 Not available

Material aspect: labor/management relations
G4-DMA Pages 616-617
G4-LA4 Not available

Material aspect: occupational health and safety

G4-DMA Pages 558-563
G4-LAS Not available
G4-LA6 Page 639
G4-LA7 Not available
G4-LA8 Pages 558-563

Currently FCC does not have systems to
measure this kind of information.

Confidential information

The company currently does not have the
exact percentage of the total workforce that

is part of the health and safety committees in
some countries, even though the Health and
Safety Policy and the monitoring of accidents
and the effectiveness of actions cover the entire
workforce.

Currently the company does not have this
information. It aims to have it in 2016.
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Material aspect: training and education

G4-DMA Pages 552-553

G4-LA9 Pages 552-553 & 639

G4-LA10 Pages 552-553

G4-LA11 Not available FCC Group is working on the design and

implementation of the development function
through a competency model, which includes
performance evaluation, career plans and
succession plans. It is working on the
implementation of a flexible and comprehensive
system that supports the performance
evaluation and selection processes.

Material aspect: diversity and equal opportunity
G4-DMA Pages 555-558
G4-LA12 Pages 546-547 & 554; Corporate Governance Report 2015 Pages 17-20

Subcategory: social

Material aspect: local communities

G4-DMA Pages 602-612
G4-SO1 Pages 602-612 v
G4-S02 Pages 590-591 & 611-612

Material aspect: anti-corruption

G4-DMA Pages 549-550
G4-S03 Pages 549-550
G4-S04 Pages 549-550
G4-S05 Not applicable There were no cases of corruption during 2015

Material aspect: grievance mechanisms for impacts on society
G4-DMA Pages 549-550
G4-SO11 Pages 549-550
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FCC Group's Performa

Externally verified indicators

Economic indicators

Net business turnover Millions of euros 6,476 6,334 6,750
Gross operating profit EBITDA Millions of euros 814.6 804.0 717.3
Net operating profit. EBIT Millions of euros 323.8 (345.6) (307.7)
Operating Cash flow Millions of euros 600.3 608.9 774.8
Cash flow from investments Millions of euros (412.6) (167.2) (411.5)
Project portfolio Millions of euros 32,499.7 32,996.5 32,865.1
Economic value generated Thousands of euros 6,696,094 6,729,942 7,024,118
Economic value distributed by the FCC Group Thousands of euros 13,114,625 6,281,674 6,909,491
Procurements (suppliers of materials and services) Thousands of euros 2,415,153 2,220,917 2,604,551
Salary expenses Thousands of euros 1,858,626 1,916,696 2,005,001
Corporate income tax Thousands of euros (40,846) (64,171) (135,376)
Interest and exchange rate differences Thousands of euros ND 549,156 498,613
Dividends paid to shareholders Thousands of euros 0 0 0
Economic contribution to corporate citizenship. Millions of euros 8.35 33 4.017
Significant financial assistance received from governments (subsidies) Millions of euros 248.3 239.271 226.254
Activity certified by ISO 9001 % ND 85.42 83.8
Purchases to suppliers Thousands of euros 1,321,475 1,394,923 1,610,135
Total purchases from local suppliers managed directly ND ND ND

Ethics and integrity
Communications received through the Code of Ethics channel No. ND 21 22
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Units 2015 2014 2013 Externally verified indicators
Investment in R&D& Millions of euros 13.132 16,2374 18,437 v
Activities with environmental certification (e.g.: ISO 14001) % ND 81.90 77.5
Emissions of SO, Kilograms 2,669,757.47 2,688,388.59 2,060,000 v
Emissions of NOy Kilograms 9,345,957.73 9,833,923.46 10,885,000 v
Particle emissions Kilograms 1,807,626.09 1,867,889.81 2,254,000 v
Materials of renewable origin Tonnes 658,941.96 1,206,724 1,206,724
Materials of recycling origin Tonnes 18,797,055.97 14,098,240 14,098,240
Certified materials Tonnes 8,908,589.59 4,097,668 4,097,668
Consumption of water Cubic Metres 12,867,791 12,811,711 9,919,405 v
Consumption of recycled water Cubic Metres 186,575.18 153,869 610,012 v
Consumption pertaining to surface water Cubic Metres 1,177,755 1,064,474 1,294,226 v
Consumption pertaining to ground water Cubic Metres 3,064,695.68 3,049,297 1 1,627,473 v
Consumption pertaining to municipal supply Cubic Metres 6,694,334 6,693,212.26 3,563,204 v
Consumption pertaining to other sources Cubic Metres 1,744,432 1,850,858 1,462,230 v
Discharged wastewater Cubic Metres 286,601,882 164,708,144 560,136,681 v
Treated wastewater % ND ND 95
Capture of water to be managed Cubic Metres 620,994,212.41 843,979,880 763,751,430
Percentage of ground water captured % 47.5 17 29
Percentage of surface water captured % 50.88 55 72
Percentage of desalinated water captured % 1.39 27 15
Percentage of other captured elements % 0.22 1 1.9
Total waste generated Tonnes 2,734,330 7,284,838.92 5,417,813 v
Hazardous waste generated Tonnes 77,085.60 81,974.65 85,5659 v
Non-hazardous waste generated Tonnes 2,657,244.86 7,202,864.27 5,332,369 v
Waste managed Tonnes 25,357,151.62 16,053,302 17,091,361
Waste collected Tonnes 5,101,408 6,276,488 6,692,654
Urban waste Tonnes 4,320,982 5,257,941 5,382,369
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Units 2015 2014 2013 Externally verified indicators
Hazardous industrial waste Tonnes 236,319.71 279,546 432,931
Non-hazardous industrial waste Tonnes 544,106 739,000 877,354
Waste accepted at FCC centres Tonnes 9,524,045.94 9,776,814 10,398,707
Urban waste Tonnes 4,110,652.36 4,571,114 5,051,636
Hazardous industrial waste Tonnes 235,787.21 284,634 357,531
Non-hazardous industrial waste Tonnes 5,177,606.37 4,921,066 4,989,540
Treatment given to hazardous wastes - - - -
Recovery % 23 28 26
Stabilisation % 60 55 41
Transferred to an end manager/other destinations % 17 17 20
Treatment given to non-hazardous wastes Tonnes — — —
Recovery % 53 30 13
Elimination in controlled landfill % 44 54 81
Transferred to an end manager % 3 16 6

Energy and climate change

Total GHG emissions t COzeq 10,393,255 10,236,679 9,688,669 v
Direct GHG emissions t CO2eq 9,711,807 9,455,477 9,150,142 v
Indirect GHG emissions t COseq 681,449 781,202 538,527 v
Direct energy consumption GJ 28,866,265 28,514,713 25,202,566 v
Renewable energy consumed GJ 1,317,690 1,499,815 1,239,930 v
Non-renewable energy consumed GJ 27,548,575 27,014,898 23,962,635 v
Indirect consumption of energy GJ 6,835,7340) 7,678,311 5,313,184 v
Electrical energy consumed GJ 6,834,124 7,676,876 5,310,338 v
Energy in the form of steam consumed GJ 1,610 1,435 2,846 v
Total energy consumption GJ 35,701,999 36,191,589 30,515,750 v
Community Units 2015 2014 2013
Investment in corporate citizenship Millions of euros 8.35 3.36) 4 v

©) The indirect emissions of GHG in 2014 have been recalculated.

©) It has not been possible to gather all the information pertaining to the operational scope of .A.S.A.
(M The total consumption of energy has been calculated by updating CPV and .A.S.A. data.

8 The investment in corporate citizenship in 2014 has been recalculated.
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Externally verified indicators

Total staff No. 55,145 58,034 63,254.97

Total women No. 11,953 12,122 13,677.09

Total men No. 43,192 45,912 49,577.88

Percentage of women executives with respect to total executives % 24 19 17

Number of employees with permanent contract No. 7,654 9,438 12,989

Number of employees with a temporary contract No. 4,878 7,846 8,759.10

Number of seconded employees No. 42,613 40,750 41,507

Total voluntary rotation % 35 3.10 3.88 v

Total voluntary rotation of men % 3.58 3.32 410 v

Total voluntary rotation of women % 3.05 2.27 3.11 v

Number of disabled employees No. 942 849 930.69

People hired within the geographical proximity No. ND ND 7,407.38

Number of training hours per employee No. 7.88 6.48 9.37

No. workers covered by collective agreements (Spain) No. 100% 100% 100%

Amount of time off due to occupational accidents, employees + subcontractors

(except while travelling or for cardiovascular reasons) No. 2,624 2,723 2,821

Accident rates FCC Group

(own personnel, national and international) - — — —
Frequency rate — 24.55 24.39 23.14 v
Severity rate - 0.82 0.75 0.7 v
Incidence rate of occupational accidents — 44.78 43.9 44.03 v
Absenteeism rate — 6.62 6.1 6.06 v

Accident rates FCC Group (own personnel + subcontracted personnel) — — — —
Frequency rate - 23.2 23.69 22.8 v
Severity rate — 0.78 0.68 0.65 v
Incidence rate of occupational accidents — 42.86 43.23 42.67 v
Absenteeism rate — 5.86 5.36 5.23 v

Deaths caused by occupational accidents — — — —
FCC Group Total (own personnel + subcontracted personnel) No. 4 7 9 v
Own personnel No. 1 3 6 v
Subcontracted personnel No. 3 4 3 v

This report was approved by the Board of Directors in the meeting held on the 4 May 2016.
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m i sbod
Paseo de la Castellana, 259 C

28046 Madrid

Independent Assurance Report for Fomento de Construcciones y Contratas, S.A.

(Free translation from the original in Spanish.
In case of discrepancy, the Spanish language version prevails.)

In accordance with our engagement letter, Fomento de Construcciones y Contratas S.A.
(hereinafter FCC) management has requested that we provide limited assurance on the non-
financial information contained in the Corporate Social Responsibility Report of Fomento de
Construcciones y Contratas, S.A. for the year ended 31 December 2015 (hereinafter “the Report”).
The information reviewed corresponds to the contents marked as external assurance in the section
of the Report entitled “FCC Group 2015 performance indicators”.

FCC is ible for the ion and ion of the Report in

with the Sustainability Reporting Guidelines version 4.0 (G4) and the Construction and Real
Estate Sector Disclosures of the Global Reporting Initiative as described in point G4-32 of the
GRI Content index of the Report and in accordance with Materiality Disclosure Service, obtaining
confirmation from the Global Reporlmg Inmauve on the proper application of these. Management
is also ible for the i and contained wnhm the Report for determining
FCC's objectives in respect of the selection and of

performance, including the identification of stakeholders and material issues; and for establishing
and maintaining appropriate performance management and internal control systems from which
the reported performance information is derived.

Our responsibility is to carry out a limited assurance review on the preparation and presentation
of the other indicators within the review scope, znd to express a Concluslon based on the work
performed, referring ively to the i 0 2015. We our

in with i Standard on (ISAE) 3000,
“Assurance Engagements other than Audits or Reviews of Historical Financial Information™,
issued by the International Auditing and Assurance Standards Board (IAASB) and with the
Performance Guide on the revision of Corporate Responsibility Reports of the Instituto de
Censores Jurados de Cuentas de Espana (ICJCE). These standards require that we plan and
perform the engagement to obtain limited assurance about whether the report is free from material
misstatement.

KPMG applies International Standard on Quality Control 1 (ISQC1) and accordingly maintains a
comprehensive system of quality control including documented policies and procedures regarding

with ethical standards and applicable legal and regulatory
requirements.

‘We have complied with the independence and other ethical requirements of the Code of Ethics
for Professional Accountants issued by the Internal Ethics Standards Board for Accountants,
which is founded on fundamental principles of integrity, objectivity, professional competence and
due care, confidentiality and professional behaviour.

Our limited assurance engagement consisted of making enquiries of management and persons
responsible for the preparation of information presented in the Report, and applying analytical
and other evidence gathering procedures. These procedures included:

Verification of FCC's processes for determining the material issues, and the participation of
stakeholder groups therein.

Interviews with management and relevant staff at group level and selected business unit level
concerning sustainability strategy and policies and corporate responsibility for material
issues, and the implementation of these across the business of FCC.

KPMG Asesores S, a mied abilty Spanish company and a merber R, Mer Miadia, T 14972, F. 5%
i of e KPMIG neiwor of ndependant member fims affated with . 8, H. M1 248,480, Incrp. 1+
KPMG Inematonal Cooperaive ('KPMIG Iterationa ", a Swiss N1F Ba2198650

® Evaluation through interviews concerning the consistency of the description of the application
of FCC's policies and strategy on sustainability, governance, ethics and integrity.

e Risk analysis, including searching the media to identify material issues during the year
covered by the Report.

® Review of the consistency of information comparing General Standard Disclosures with
internal systems and documentation.

e Analysis of the processes of compllmg and internal control over quantitative data reflected in
the Report, ing the reli: of the i ion, by using ical p and
review testing based on sampling.

. Revlew of the apphcatlon of the Global Repomng Initiative's G4 Sustainability Repomng
for the of reports in with

opuon.

e Reading the information d in the Report to d ine whether it is in line with our
overall knowledge of, and experience with, the sustainability performance of FCC.

e Verification that the financial information reflected in the Report was audited by independent
third partics.

Our multidisciplinary team included ialists in social, envi and ic business
performance.

The procedures performed in a limited assurance engagement vary in nature and timing from, and
are less in extent than for, a C , the level of
assurance obtained in a limited assurance engagement is lower than that of a reasonable assurance
engagement. This report may not be taken as an auditor’'s report.

Our conclusion has been formed on the basis of, and is subject to, the matters outlined in this
Independent Review Report. We believe that the evidence we have obtained is sufficient and
appropriate to provide a basis for our conclusions.

Based on the limited assurance procedures performed and the evidence obtained, as described
above, nothing has come to our attention that causes us to believe that Corporate Social
Responsibility Report of Fomento de Construcciones y Contratas, S.A. for the year ended 31
December 2015, have not in all material respects, been prepared and presented in accordance
with the Sustainability Reporting Guidelines version 4.0 (G4) and the Construction and Real
Estate Sector Disclosures of the Global Reporting Initiative as described in point G4-32 of the
GRI Index, including the reliability of data, adequacy of the information presented and the
absence of significant deviations and omissions.

Under separate cover, we will provide FCC management with an internal report outlining our
complete findings and areas for improvement.

In accordance with the terms of our this Ind dent A Report has been
prepared for FCC in relation to its Corporate Social Responsibility Report and for no other
purpose or in any other context.

KPMG Asesores, S.L.
(Signed)

José Luis Blasco Vazquez

27 May 2016
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