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Audit report

To the sole Shareholder of
Befesa Holding S.a r.l.

Report on the consolidated financial statements

We have audited the accompanying consolidated financial statements of Befesa Holding S.a r.l., which
comprise the consolidated balance sheet as at 31 December 2014, and the consolidated income
statement, consolidated statement of comprehensive income, consolidated statement of changes in
equity and consolidated statement of cash flow for the year then ended and a summary of significant
accounting policies and other explanatory information.

Board of Managers’ responsibility for the consolidated financial statements

The Board of Managers is responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with International Financial Reporting Standards as adopted by the
European Union, and for such internal control as the Board of Managers determines is necessary to
enable the preparation of consolidated financial statements that are free from material misstatement,
whether due to fraud or error.

Responsibility of the “Réviseur d’entreprises agréé”

Our responsibility is to express an opinion on these consolidated financial statements based on our
audit. We conducted our audit in accordance with International Standards on Auditing as adopted for
Luxembourg by the “Commission de Surveillance du Secteur Financier”. Those standards require that
we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
about whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the consolidated financial statements. The procedures selected depend on the judgment of the
“Réviseur d’entreprises agréé” including the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In making those risk assessments,
the “Réviseur d’entreprises agréé” considers internal control relevant to the entity’s preparation and
fair presentation of the consolidated financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by the Board of Managers, as well

as evaluating the overall presentation of the consolidated financial statements.

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

PricewaterhouseCoopers, Société coopérative, 2 rue Gerhard Mercator, B.P. 1443, L-1014 Luxembourg
T: 4352 494848 1, F : +352 494848 2900, www.pwe.lu

Cabinet de révision agréé. Expert-comptable (autorisation gouvernementale n®10028256)
R.C.S. Luxembourg B 65 477 - TVA LU25482518
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Opinion

In our opinion, the consolidated financial statements give a true and fair view of the financial position
of Befesa Holding S.a r.l. as of 31 December 2014, and of its financial performance and its cash flows
for the year then ended in accordance with International Financial Reporting Standards as adopted by
the European Union.

Report on other legal and regulatory requirements

The management report, which is the responsibility of the Board of Managers, is consistent with the

consolidated financial statements.

PricewaterhouseCoopers, Société coopérative Luxembourg, 21 April 2015
Represented by

i d1D



Befesa Holding S.a r.l. and Subsidiaries

Consolidated balance sheet as at 31 December 2014 and 2013

(Euro thousand)

Assets Note 2014 2013
Non-current assets:
Intangible assets
Goodwill 6 373,860 373,860
Other intangible assets, net 7 22,176 22,426
396,036 396,286
Property, plant and equipment net - 8
Property, plant and equipment in use 364,447 367,175
Property, plant and equipment under construction 47,185 17,699
411,632 384,874
Investments accounted by using the equity method 9 1,650 1,809
Non-current financial assets 10
Investment in subsidiaries and associates 4,439 4,791
Other non-current financial assets 21,453 32,995
25,892 37,786
Deferred tax assets 20 78,128 107,890
Total non-current assets 913,338 928,645
Current assets:
Inventories 1" 41,900 41,206
Trade and other receivables 12 77,432 66,769
Trade receivables from related companies 12-26 1,835 20,301
Accounts receivables from public authorities 12-21 17,510 15,341
Other receivables 12 4,490 8,447
Other current financial assets 13 3,546 8,298
Cash and cash equivalents 4.1 78,615 65,012
Total current assets 225,328 225,374
Total assets 1,138,666 1,154,019

The accompanying Notes 1 to 29 and the Appendix are an integral part of the consolidated financial

statements.



Befesa Holding S.a r.l. and Subsidiaries

Consolidated balance sheet as at 31 December 2014 and 2013
(Euro thousand)

Equity and liabilities Note 2014 2013
Equity:
Parent Company 14
Share capital 13 13
Share premium 400,495 400,495
Reserves (240,921) (225,422)
Translation differences (1,534) (3,991)
Net profit/(loss) for the year 17,198 6,771
175,251 177,866
Non-controlling interests 14 35,581 36,392
Total equity 210,832 214,258

Non-current liabilities:

Long-term provisions 19 14,833 43,493
Long-term non-recourse financing 15 475,306 464,833
Long - term financial debt 16 110,737 121,629
Accounts payable for long term finance leases 16 1,859 2,248
Deferred tax liabilities 20 41,652 42,471
Other non-current liabilities 17 106,725 69,219

Total non-current liabilities 751,112 743,893

Current liabilities:

Short-term non-recourse financing 15 7,965 10,165
Short-term financial debt 16 25,502 21,222
Accounts payable for short-term finance leases 16 1,162 1,068
Trade payables to related parties 26 1,935 4,320
Trade and other accounts payable 106,627 116,544
Short-term provisions 152 278
Other payables - 17
Accounts payable to public authorities 16,633 13,887
Other current liabilities 16,746 28,384
33,379 42,271
Total current liabilities 176,722 195,868
Total equity and liabilities 1,138,666 1,154,019

The accompanying Notes 1 to 29 and the Appendix are an integral part of the consolidated financial

statements.



Befesa Holding S.a r.l. and Subsidiaries

Consolidated income statements for the years ended 31 December 2014 and 2013
(Euro thousand)

Note 2014 2013
From continuing operations:
Revenue 5 651,193 311,138
+/- Changes in inventories of finished goods and work in
progress (6,625) (3,175)
Procurements 23 (295,446) (138,846)
Other operating income 23 19,476 8,468
Staff costs 23 (92,060) (46,359)
Other operating expenses 23 (136,133) (68,898)
Depreciation, amortization and impairment provisions 23 (46,283) (18,569)
Operating profit 94,122 43,759
Finance income 3,970 743
Financial expenses 24 (66,796) (32,775)
Net Exchange differences (gains and losses) 925 (215)
Financial income/(loss) (61,901) (32,247)
Share in income statement of investments recognised under
the equity method 9 299 58
Consolidated Profit/(loss) before tax 32,520 11,570
Corporate income tax expense 21 (11,580) (3,229)
Profit/(loss) for the year from continuing operations 20,940 8,341
Profit/(loss) for the year 20,940 8,341
Attributable to:
Parent company's shareholders 17,198 6,771
Non-controlling interests 3,742 1,570

The accompanying Notes 1 to 29 and the Appendix are an integral part of the consolidated financial
statements.



Befesa Holding S.a r.l. and Subsidiaries

Consolidated statement of comprehensive income for the years ended 31 December 2014 and

2013
(Euro thousand)

Profit/(loss) for the year

items that may be subsequently reclassified to profit
or loss

Income and expense recognised directly in equity
- Arising from cash flow hedges
- Translation differences
- Tax effect

Transfers to consolidated profit or loss

- Arising from cash flow hedges

- Tax effect
Other comprehensive income for the year
Total comprehensive income for the year

Attributable to:
Owners of the Parent
Non-controlling interests

The accompanying Notes 1 to 29 and the Appendix are an integral

statements.

Notes 2014 2013
20,940 8,341
2,302 (3,060)
18 (1,158) (2,124)
3,101 (2,349)
20 359 1,413
522 (5,465)
18 739 (7,008)
20 (217 1,543
2,824 (8,525)
23,764 (184)
23,764 (184)
20,519 (657)
3,245 473

part of the consolidated financial
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Befesa Holding S.a r.l. and Subsidiaries

Consolidated statements of cash flow for years ended 31 December 2014 and 2013
(Euro thousand)

2014 2013
Cash flows from operating activities:
Profit (loss) for the year before tax 32,520 11,570
Adjustments for-
Depreciation and amortisation charge (Notes 7 and 8) 35,886 18,569
Impairment losses 7,953 457
(Profit)/Loss form assets disposals 2,622 -
Changes in provisions (285) 2,451
(Profit)/Loss form associates (299) -
Interest income (3,970) (743)
Finance costs 66,796 32,775
Other profit and losses (1,503) -
Exchange differences (925) -
Changes in working capital:
Trade receivables and other current assets (766) 34,661
Inventories 2,752 4,911)
Trade payables (13,043) (43,193)
Other cash flows from operating activities:
Interest paid (49,543) (21,428)
Other payments (3,160) (1,317)
Taxes paid (13,734) (14,518)
Net cash flows from operating activities 61,301 14,373
Cash flows from investing activities:
Investments in Group and associated companies s (147,619)
Investments in intangible assets (5,216) (3,260)
investments in property, plant and equipment (Note 8) (44,927) (16,510)
Other financial assets (Note 10) (1,270) (19,738)
Collections from investments in Group and associated companies - 9,944
Collections from sale of intangible assets - 609
Collections from sale of property, plant and equipment assets 1,324 3,661
Collections from sale of other financial assets 7,576 9,106
Dividends 458 631
Interest received 2,117 743
Net cash flows from investing activities (39,938) {162,433)
Cash flows from financing activities:
Cash bank inflows from bank borrowings and other liabilities 21,470 279,930
Cash bank inflows from group loans and group liabilities - 145,000
Cash bank outflows from bank borrowings and other liabilities (29,503) (37,613)
Cash bank outflows from group loans and group liabilities S (209,253)
Net cash flows from financing activities (8,033) 178,064
Effect of foreign exchange rate changes on cash and cash equivalents 273 -
Net increase in cash and cash equivalents 13,603 30,004
Cash and cash equivalents at the beginning of year 65,012
Cash and cash equivalents from the capital reorganization. - 35,005
Cash and cash equivalents at the end of the year 78,615 65/612

The accompanying Notes 1 to 29 and the Appendix are an integral part of the consolidated financial statements.
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Befesa Holding, S.a r.l. and Subsidiaries

Notes to the consolidated financial statements as at 31 December 2014
(Thousand euro)

1. General information

Befesa Holding S.a r.I. (formerly Triton Ill No.14 S.a r.l.) (hereinafter the "Company" or "Befesa Holding")
was incorporated in Luxembourg on 23 December 2008 as a "société a responsabilité limitée" subject to
the Luxembourg law for an unlimited period of time. The registered office of the Company is established
in 2c rue Albert Borschette, L-1248, Luxembourg.

The object of the Company is the holding of participation, in any form whatsoever, in Luxembourg and
foreign companies, and any other form of investment, the acquisition by purchase, subscription or in any
other manner as well as the transfer by sale, exchange or otherwise of securities of any kind, and the
administration, control and development of its portfolio. The Company may further guarantee, grant
loans or otherwise assist the companies in which it holds a direct or indirect participation or which form
part of the same group of companies as the Company.

The Company may carry out any commercial, industrial or financial activities which it may deem useful in
the accomplishment of its purpose.

The Company'’s financial year starts on 1 January and ends on 31 December.

On 26 July 2013, the Company increased its share capital, receiving in that operation the 76.2% of the
shares of Befesa Medio Ambiente, S.L. and its subsidiaries (hereinafter “Befesa Medio Ambiente” or
“Befesa”), hold by Bilbao MidCo, S.a r.l. The Company and its subsidiaries are hereinafter referred to as
the "Group”. Prior to that date, no activity was performed by the Company, therefore 26 July 2013 is
considered as the date of beginning of operations for the Company.

Befesa is an international industrial group (see Appendix) which engages mainly in the management and
treatment of industrial environmental residues. In this regard, the business activities of Befesa are
organised in three business segments: Steel, Aluminium and Industrial Environmental Solutions.

Most of the systems, equipment and facilities included in Befesa's property, plant and equipment should
be deemed to be assigned to the management and treatment of industrial environmental solutions and,
in general, to the protection and improvement of the environment, either because of the business
activities carried on by Befesa or because of their nature (Industrial environmental solutions). Also, most of
the expenses and revenue for 2014 and 2013 should be understood as accruing in the normal course of
the aforementioned activities. The information, if any, on the possible provisions for contingencies and
charges and on the possible contingencies, liability and grants, if any, arising from the normal
performance of the activities constituting the Group's company object, and other environmental measures
are described, as and when appropriate, in the related notes to the consclidated financial statements.

These activities are carried on by the various Befesa Group companies, which are divided into two
subgroups headed by the following investees of the Parent: MRH Residuos Metalicos, S.L. and Alianza
Medioambiental, S.L., both of which are sole-shareholder companies.

Befesa Valorizacion de Azufre, S.L. (Sole-Shareholder Company), company included in the scope of
consolidation, engages in, among other operations, combined heat and power activities. This activity is
regulated by Spanish Royal Decree-Law 24/2013 on the Electricity Sector, by Royal Decree-Law 9/2013, on
urgent measures to guarantee the financial stability of the electricity system and Royal Decree 413/2014
defining the remuneration parameters of standard facilities applicable to certain electricity production
facilities using renewable sources, by cogeneration and residues. Pursuant to regulation in force, the
power produced and not consumed by the companies is acquired by the electric utility operating in each
area, with which the related supply agreements are reached.



Befesa Holding, S.a r.l. and Subsidiaries

Notes to the consolidated financial statements as at 31 December 2014
(Thousand euro)

2. Basis of presentation of the consolidated financial statements and basis of consolidation

2.1

Fair presentation

The consolidated financial statements for 2014 of the Company were formally prepared:

2.2

In accordance with International Financial Reporting Standards as adopted by the European Union
(EU-IFRSs), in conformity with Regulation (EC) no. 1606/2002 of the European Parliament and of
the Council, including the International Accounting Standards (1ASs) and the interpretations
issued by the International Financial Reporting Interpretations Committee (IFRIC) and by the
Standing Interpretations Committee (SIC). The principal accounting policies and measurement
bases applied in preparing the accompanying consolidated financial statements are summarised in
Note 3.

The consolidated financial statements have been prepared under the historical cost approach
modified by the fair valuation of assets and liabilities (financial assets and liabilities including
derivatives).

On the basis of the accounting records kept by the Parent and by the other Befesa Group
companies, which include the unincorporated temporary joint ventures (UTEs) in which they had
interests at 31 December 2014, However, since the accounting policies and measurement bases
used in preparing Befesa's consolidated financial statements (IFRSs) differ from those used by the
Group companies (local standards), the required adjustments and reclassifications were made on
consolidation to unify the policies and methods used and to make them compliant with
International Financial Reporting Standards as adopted by the European Union.

The preparation of financial statements in conformity with IFRS requires the use of certain critical
accounting estimates. It also requires Management to exercise its judgement in the process of
applying the group’s accounting policies. The areas involving a higher degree of judgement or
complexity, or areas where assumptions and estimates are significant to the consolidated financial
statements are disclosed in Note 2.4.

The consolidated financial statements have been prepared in accordance with Luxemburg legal
and regulatory framework.

Adoption of new standards and interpretations issued

The consolidated financial statements for the year ended 31 December 2014 were prepared in accordance
with International Financial Reporting Standards (IFRSs), in conformity with Regulation (EC) no. 1606/2002
of the European Parliament and of the Council, of 19 July 2002, taking into account all the mandatory
accounting principles and rules and measurement bases with a material effect, as well as the alternative
treatments permitted by the refevant standards in this connection.

As a result of certain International Financial Reporting Standards (IFRS-EU) coming into effect in January

2014,

the Company has proceeded to adapt its consolidated financial statements to those standards.

These standards are set out below:



Befesa Holding, S.a r.l. and Subsidiaries '

Notes to the consolidated financial statements as at 31 December 2014
(Thousand euro)

a) Mandatory standards, amendments and interpretations for all years starting 1 January
2014

[FRS 10 “"Consolidated financial statements”: IFRS 10 replaces the control and consolidation guidelines
contained in IAS 27 “Consolidated and individual financial statements”, issued in May 2011 and
eliminates 1AS 12 “Consolidation — special purpose entities". IFRS 10 establishes the principles for the
presentation and preparation of consolidated financial statements. This IFRS introduces changes in the
concept of control, which continues to be defined as the factor determining whether or not an entity
should be included in the consclidated financial statements. The concept of the parent company and its
subsidiaries forming a unit for the purposes of the consolidated financial statements and the consolidation
procedures have remained unchanged compared with former IAS 27. This standard has not had a
significant impact on the consolidated financial statements.

IFRS 11, "Joint Arrangements”: IFRS 11 supersedes IAS 31 "Interests in joint ventures" and SIC 13 "Jointly
controlled entities — Non-monetary contributions by Venturers. IFRS 11 establishes the accounting
treatment of joint arrangements based on the rights and obligations arising from the agreement rather
than the legal status. The types of joint arrangements are reduced to two: joint operations and joint
ventures. Under a joint operation a member has rights over the assets and liabilities arising from the
arrangement and therefore reflects its proportional interest in the assets, liabilities, income and expenses
of the entity in which it participates. A joint venture is a joint arrangement whereby the parties that have
joint control of the arrangement have rights to the profit or loss or to the net assets of the arrangement
and, therefore, account for their interests in the arrangement using the equity method. The proportionate
consolidation of joint arrangements is no longer permitted. After analysing the Group's joint
arrangements, it was concluded that this standard does not have a significant impact on these
consolidated financial statements.

[FRS 12 "Disclosure of interests in other entities”: IFRS 12 contains the requirements on the information to
be disclosed for interests in subsidiaries, associates, joint arrangements and unconsolidated entities. The
Group has disclosed the required information in these consolidated financial statements.

IAS 27 (Amendment), ‘Separate Financial Statements’: The requirements formerly contained in IAS 27
regarding the preparation of consolidated financial statements are now contained in IFRS 10. The
standard requires companies which prepare separate financial statements to state these interests at cost
or according to IFRS 9. This standard has not had a significant impact on the consolidated financial
statements.

|AS 28 (Amendment) "Investments in associates and joint ventures": IAS 28 has been revised to include
references to joint ventures, which under the new IFRS 11; Joint Arrangements must be accounted for
using the equity method. Also information has been added on the accounting treatment of these types of
investments. This standard has not had a significant impact on the consclidated financial statements.

IAS 32 (Amendment) “Offsetting Financial Assets and Financial Liabilities”: The amendment clarifies that
the right to offset financial assets and liabilities should be available at the present time -i.e. it does not
depend on a future event. Additionally, the right has to be legally enforceable in the ordinary course of
business of the counterparties involved in the transaction, even in cases of default, insolvency and
bankruptcy. This standard has not had a significant impact on the consolidated financial statements.

[FRS 10 (Amendment), IFRS 11_(Amendment) and IFRS 12 (Amendment) "Consolidated financial
statements, joint arrangements and disclosure of interests in other entities: Transition Guide (amendments
for IFRS 10, IFRS 11 and IFRS 12)": Its aim is to provide clarification on the IFRS 10 transition guide,
indicating that the date of first application is the first day of the first year in which IFRS is applied for the
first time. Additionally, transition requirements are made more flexible with regards to IFRS 10, 11 and 12,
restricting the adjusted corporate information requirement to the previous comparative year only. This
standard has not had a significant impact on the consolidated financial statements.




Befesa Holding, S.a r.l. and Subsidiaries

Notes to the consolidated financial statements as at 31 December 2014
(Thousand euro)

IFRS 10 (Amendment), IFRS 12 (Amendment) and IAS 27 (Amendment) “Investment entities”. IFRS 10 is
amended to include the definition of an “investment entity” and introduces an exception to the
obligation to consolidate subsidiaries for entities which meet this definition that, instead of this, are to be
measured at fair value through profit or loss. The only exception is for subsidiaries which provide services
related to the investment entity's investment activities, which are consolidated. Amendments to IFRS 12
require specific information on these subsidiaries of investment entities to be disclosed. Amendments to
[AS 27 eliminate the option that investment entities had to measure investments in determined
subsidiaries at cost or fair value in their separate financial statements. This standard has not had a
significant impact on the consolidated financial statements.

IAS 36 (Amendment) “Recoverable Amount Disclosures for Non-Financial Assets”: Includes a narrow
scope amendment to IAS 36, “Impairment of assets”. This amendment requires detailed information on
the measurement of fair value less disclosure costs when an impairment loss has been recognised or
reversed. This standard has not had a significant impact on the consolidated financial statements.

IAS 39 (Amendment) “Novation of derivatives and continuation of hedge accounting" Introduces a
narrow scope exception to the requirement to discontinue hedge accounting in situations of novation of a
derivative designated as a hedging instrument and the substitution of a counterparty with a central
counterparty as a result of legal or regulatory provisions. This standard has not had a significant impact on
the consolidated financial statements.

b) Standards, amendments and interpretations which have not yet come into effect but
which may be adopted early in the years starting on or after 01 January 2014, but which
have not been adopted early by the Group.

As of the date of signature of these consolidated financial statements, the IASB and IFRIC had published
the standards, amendments and interpretations described below and mandatory as from years beginning
2015:

[FRIC 21 "Levies": This interpretation covers the accounting treatment of levies imposed by the public
administrations.

Annual_improvements to IFRS, 2011 to 2013: cycle In December 2013 the IASB published Annual
Improvements for the 2011-2013 Cycle. The amendments included in these Annual Improvements
generally apply for the years starting on and after 1 January 2015 although their early adoption is
permitted. The main amendments incorporated refer to:

¢ IFRS 3, “Business combinations” Scope exceptions for joint ventures.
¢ IFRS 13 "Fair Value Measurement” The scope of the "portfolio exception" available in IFRS 13.

e |AS 40 "Investment properties”. Interrelationship between [AS 40 and NIIF 3 when classifying property
as investment property or owner occupied property.

10



Befesa Holding, S.a r.l. and Subsidiaries

Notes to the consolidated financial statements as at 31 December 2014
(Thousand euro)

Annual improvements to IFRS, 2010 to 2012: cycle In December 2013 the IASB published Annual
Improvements for the 2010-2012 Cycle. The amendments included in these Annual Improvements
generally apply for the years starting on and after 01 February 2015 although their early adoption is
permitted. The main amendments incorporated refer to:

e [FRS 2 “Share-based payments” Definition of “condition relating to the irrevocable nature of the
grant”.

e [FRS 3, "Business combinations” Accounting for contingent consideration in a business combination.

e |FRS 8, "Operating segments" Information to disclose about the aggregation of operating segments
and reconciliation of total assets assigned to segments reported with the entity’s assets.

* |FRS 13 "Fair Value Measurement" References to the capacity to assess short-term accounts receivable
and payable at nominal value when the effect of discount is not significant.

e |AS 16 "Property, plant and equipment” and IAS 38 "Intangible assets": Proportional restatement of
accumulated amortisation when the revaluation model is used.

e |AS 24 "Related-Party Disclosures”. Entities which provide services related to key management
personnel as related parties.

IAS 19 (Amendment), “Defined benefit plans”: Employee Contributions”: 1AS 19 (revised in 2011)
differentiates between employee contributions linked to the service rendered and those not linked to the
service. The current amendment also differentiates between contributions linked to the service only in the
year in which they arise and those linked to the service in more than one year. The amendment allows
contributions linked to the services that do not vary over the length of the same to be deducted from the
cost of the benefits earned in the year that the service is rendered. Contributions linked to the service
which vary over the length of the same, should be spread over the period that the service is rendered
using the same allocation method as that applied to the benefits. This amendment applies to the years
starting on or after 1 February 2015 and is applied retrospectively. Early application is permitted.

The Group is assessing the potential impact of these new standards on the consolidated financial
statements.

) Standards, amendments and interpretations of existing standards that cannot be adopted
early or have not been adopted by the European Union

As of the date of signature of these consolidated financial statements, the IASB and IFRIC had published
the standards, amendments and interpretations described below, which are pending adoption by the
European Union.

IFRS 14 “Regulatory deferral Accounts”: This is an interim standard on the accounting treatment of
certain balances arising on rate regulated activities. It only applies to first-time adopters, permitting them
to continue recognising the rate regulated amounts in accordance with the accounting standards used
prior to the adoption of IFRS.

IFRS 11 (Amendment) "Accounting for Acquisitions of Interests in Joint Operations": This requires the
principles on business combinations to be applied to an investor which acquires interests in a joint
operation constituting a business.

IAS 16 (Amendment) and IAS 38 (Amendment) “Clarification of Acceptable Methods of Depreciation and
Amortisation”: This amendment clarifies that methods based on revenues should not be used to calculate
the depreciation/amortisation of an asset.

11



Befesa Holding, S.a r.l. and Subsidiaries

Notes to the consolidated financial statements as at 31 December 2014
(Thousand euro)

[FRS 15 “revenue from contracts with customers”: In May 2014, the IASB and the FASB issued a
convergent standard in respect of the recognition of revenue from contracts with customers. Under this
standard, revenue recognised when a customer gains control of an assets or service sold, i.e. when it has
both the capacity to manage the use and obtain the profits of a good or service. This IFRS includes a new
guide to determine whether revenue should be recognised over time or at a certain point in time. IFRS 15
requires extensive information both on revenue recognised and revenues which are expected to be
recognised in the future related to existing contracts. Additionally, it requires quantitative and qualitative
information on significant judgements made by management when determining revenue recognised, as
well as the changes to these judgements. IFRS 15 is effective for years starting on or after 1 January 2017;
early application is permitted.

IAS 16 (Amendment) and IAS 41 (Amendment) “Agriculture: Bearer plants”: The Group currently has not
assets with these characteristics.

IFRS_9 "Finangcial Instruments”: It addresses the classification, measurement and recognition of financial
assets and liabilities. The complete version of IFRS 9 was published in July 2014 and substitutes the IAS 39
guide on the classification and measurement of financial instruments. IFRS 9 continues to include but
simplifies the mixed measurement model and establishes three main measurement categories for financial
assets: amortised cost, fair value through profit or loss and at fair value through other comprehensive
income. The classification base depends on the entity's business model and characteristics of the
contractual cash flows from the financial asset. This requires investments in equity instruments to be
measured at fair value through profit or loss with the irrevocable option in the beginning of presenting
changes in fair value through other on-recyclable comprehensive income, as long as the instrument is not
held for trading. Under IFRS 9 there is a new model for impairment losses, the expected credit loss model,
which substitutes the impairment loss model of IAS 39 which gives rise to recognising losses at an earlier
time than with IAS 39.

IAS 27 (Amendment), 'Equity method in separate Financial Statements’: IAS 27 is amended to re-establish
the option of using the equity method to account for investments in subsidiaries, jointly controlled entities
and associates in an entity's separate financial statements.

IFRS 10 (Amendment) and IAS 28 (Amendment) “Sales or contributions of assets between an investor and
its _associate/joint _venture”: These amendments clarify the accounting treatment for sales and
contribution of assets between an investor and its associates and joint ventures which depend on
whether the non-monetary assets sold or contributed to an associate or joint venture constitute a
"business". The investor recognises the comprehensive profit or loss when the non-monetary assets
constitute a "business". If the assets do not meet the definition of a business, the investor recognises the
profit or loss as the interests of other investors.

Cycle 2012-2014 improvement project: The amendments affect IFRS 5, IFRS 7, 1AS 19 and 1AS 34 and will
apply to the years starting from 1 July 2016, subject to it being adopted by the EU. The main amendments
refer to:

e [FRS 5 "Non-current assets held for sale and discontinued operations”. Changes in disposal methods.
e |FRS 7, "Financial instruments: Disclosures”. Continuing involvement in administrative contracts.

e |AS 19 "Employee benefits”: Determination of discount rate in the post-employment remuneration
obligations.

s |AS 34 "Interim financial reporting” Information presented in another part of the interim financial
information.

IAS 1 (Modification), "Presentation of financial statements”. Amendments to IAS encourage companies to
apply professional judgments when determining which information should be disclosed in financial
statements.
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Notes to the consolidated financial statements as at 31 December 2014
(Thousand euro)

IFRS 10 (Amendment), IFRS 12 (Amendment) and_IAS 28 (Amendment) “Investment entities”. Applying
the consolidation_exception”: These amendments clarify three aspects on the application of the
requirement for investment entities to measure subsidiaries at fair value instead of consolidating them.

The Group is assessing the potential impact of these new standards on the consolidated financial
statements.

2.3 Functional currency

These consolidated financial statements are presented in thousands of euros, since the euro is the
currency used in the main economic area in which the Group operates. Foreign operations are recognised
in accordance with the policies established in Note 3. The main currencies other than the euro in which
the Group carries out its transactions are the US dollar, the Korean won, the Swedish krona, the
Argentine peso, the Chilean peso and the Turkish lira.

2.4 Responsibility for information and estimates made

The information in these consolidated financial statements is the responsibility of the Managers of the
Parent Company.

The preparation of the consolidated financial statements and related explanations notes in accordance
with IFRS requires Manager to make estimates which have an impact on the measurement of certain
assets, liabilities, income, expenses and obligations. Set out below is a list of the principal items in the
consolidated financial statements which reflect the use of estimates and judgmental measurements:

Impairment losses on goodwill and certain assets (see Notes 3.1, 6, 7, and 8).

The Group verifies annually whether there is an impairment loss in respect of goodwill, in accordance with
the accounting policy described in Note 3.1. The recoverable amounts in cash generating units (CGUs)
have been determined based on calculations of the value in use. These calculations require the use of
estimates.

If the revised estimated discount rate which is applied to discounted cash flows was 10% higher than
management’s estimates, the Group would continue not to need to reduce the carrying value of goodwill.

With respect to the assumptions used to determine EBITDA (operating profit plus depreciation and
amortisation, basic to calculate the free cash flow) of the CGUs and its future growth, the most
conservative scenario has been used such that negative variations in the gross margin are unlikely to arise.

Useful lives of property, plant and equipment and intangible assets (see Notes 3.2, 3.3, 7 and 8).

Management determines the estimated useful lives and related depreciation charges for its fixed assets.
This estimate is based on the depreciation/amortization actually affecting the assets due to their use,
operation and enjoyment. Management will increase depreciation/ amortisation charges when useful life
is lower than the lifetime estimated previously or will depreciate or eliminate technically obsolete or non-
strategic assets which have been abandoned or sold.

Estimated impairment loss on property, plant and equipment

The measurement of property, plant and equipment requires that estimates be made in order to
determine their fair value, for the purpose of evaluating potential impairment. To determine this fair value,
the Managers’ estimated expected future cash flows from the assets or the cash generating units of which
they form part, using an appropriate discount rate to calculate the present value of these cash flows.
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Notes to the consolidated financial statements as at 31 December 2014
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Corporate income tax and deferred tax assets (Note 3.16, 20 and 21)

The Group is subject to income taxes in numerous jurisdictions. A major degree of judgement is required
to determine the provision for the income tax internationally. There are many transactions and
calculations for which the ultimate determination of the tax is uncertain during the ordinary course of
business. Tax is calculated based on Management's best estimates according to the current situation as
regards tax legislation and taking into account expected developments in this area in the different
instructions applied to the Group. The Group recognises liabilities in respect of possible tax claims on the
basis of estimates concerning whether additional tax will be required. When the final tax result differs
from the amounts initially recognised, such differences will have an impact on corporate income tax and
provisions for deferred tax in the year in which the relevant calculation is made.

The Group only recognises assets up to the limit of estimated future tax profits. These calculations require
the use of estimates and a sensitivity analysis is performed of the most significant variables in such
estimates.

Fair value of derivatives or other financial instruments.

The fair value of those financial instruments that are not quoted in an active market (e.g. OTC derivatives)
is determined by using valuation technigues. The Group uses judgement to select a series of methods and
make assumptions that are mainly based on the market conditions existing at each balance sheet date.
The Group has used discounted cash flow analyses for various foreign exchange contracts that are not
traded on active markets.

The amount of certain provisions and/or contingent liabilities

Provisions are recognised when it is likely that a present obligation, the result of past events, will give rise
to a future outflow of funds, and if the amount of the obligation can be reliably estimated. Significant
estimates are required to fulfil the applicable accounting requirements. Group management makes
estimates, evaluating all relevant information and events, of the probability of the occurrence of a
contingency and the amount of the liability to be settled in the future.

Revenue relating to the stage of completion of contracts

For certain contracts, the Group uses the percentage of completion method to account for them. The use
of this method requires the Group to estimate total forecast income and expenses over the term of the
contracts and the level of completion of each at the closing date. This revenue recognition method is
applied only when the outcome of the contract can be reliably estimated and it is likely that the contract
will generate profits. If the outcome of the contract cannot be reliably estimated, revenue is recognised to
the extent that costs are recovered. When it is likely that the costs of the contract exceed the revenues,
the loss is recognised immediately as an expense. Such estimates are reviewed and assessed regularly in
order to reestimate the forecast margin on a project or verify whether it has generated a loss.

Although these estimates were made on the basis of the best information available at 31 December 2014
on the events analysed, events that take place in the future might make it necessary to change these
estimates (upwards or downwards) in coming years. Changes in accounting estimates would be applied
prospectively in accordance with the requirements of [AS 8, recognising the effects of the change in
estimates in the related consolidated income statement.
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Notes to the consolidated financial statements as at 31 December 2014
(Thousand euro)

2,5 Comparative information

As required by IAS 1, the information contained in these notes to the consolidated financial statements
for 2014 is presented, for comparison purposes, with information relating to 2013.

As mentioned in the Note 2.1 the consolidated financial statements for 2013 were the first consolidated
financial statements authorized for issue by the Company as the Group was formed in 2013 with the
acquisition of Befesa Medio Ambiente. See Note 2.6.

If the acquisition of Befesa Medio Ambiente had taken place on 1 January 2013, Group revenue would
have increased in 2013 by Euro 317.5 million, and the net profit for 2013 would have been Euro 2.4
million higher. These amounts were calculated using the Group’s accounting policies/IFRS.

In addition, some of the 2013 period amounts have been reclassified in the present consolidated financial
statements to make them comparable with the current year this reclassification is caused by the standard
of registration of projects whose revenue recognition occurs by percentage of completion method.

Debit Credit
Inventories 19,309
Trade and other receivables — Work completed not invoiced 5,905
Trade and other payables — Advance payment from customers 13,404

2.6 Consolidated Group and basis of Consolidation scope

Scope of consolidation

The accompanying consolidated financial statements for the year ended 31 December 2014 were
prepared from the individual accounting records at that date of Befesa Holding, S.a r.l.(the Parent
Company -see Note 1-) and of the subsidiaries, associates and joint operations listed in Appendix .

Subsidiaries

“Subsidiaries” are considered as those entities (including structured entities) over which the Group has
control. The Group controls an entity when it is exposed or entitled to obtain variable income as a result
of its involvement in the investee and has the capacity to use its power over it to influence such income.
Subsidiaries are consolidated from the date on which control is transferred to the Group. They are de-
consolidated from the date that control ceases.

The subsidiaries were fully consolidated. Full consolidation requires the inclusion in the consolidated
balance sheet of the Parent of all the assets, rights and obligations of the subsidiaries and the inclusion in
the consolidated income statement of all the income and expenses taken into account in determining the
subsidiaries' profit or loss, after making the corresponding uniformity adjustments and eliminations.

All balances, transactions and results among consolidated companies were eliminated on consolidation.
Also, the main accounting policies are brought into line with those applied by the Parent by making the
appropriate valuation adjustments for uniformity purposes.



Befesa Holding, S.a r.I. and Subsidiaries

Notes to the consolidated financial statements as at 31 December 2014
(Thousand euro)

When a subsidiary is acquired, the assets and liabilities and contingent liabilities are measured at fair value
on the date of the acquisition (fair value of assets transferred, liabilities incurred with the former owners
of the acquiree and the shares in equity issued by the Group). Any excess of the cost of acquisition over
the fair values of the identifiable net assets acquired is recognised as goodwill. Any deficiency of the cost
of acquisition below the fair values of the identifiable net assets acquired (i.e. a discount on acquisition) is
credited to profit or loss on the acquisition date. Related costs are expensed in the year in which they are
incurred. For each business combination, the Group may opt to recognise any non-controlling interest in
the acquiree at fair value or at the proportional part of the non-controlling interest of the amounts
recognised in respect of the net identifiable assets of the acquiree. The share of third parties of the equity
of their investees is presented within Befesa's equity under “Non-Controlling Interests” in the
consolidated balance sheet. The profit for the year is presented under “Profit Attributable to Non-
Controlling Interests” in the consolidated income statement and, where appropriate, in the consolidated
statement of comprehensive income or consolidated statement of changes in equity.

If the business combination is achieved in stages, the carrying value on the acquisition date of the
acquirer's previously held equity interest in the acquiree is re-measured at fair value at the acquisition date.
Any gain or loss arising on this subsequent measurement is recognised in profit or loss for the year.

Any contingent consideration to be transferred by the Group is recognised at fair value on the acquisition
date. Subsequent changes in the fair value of contingent consideration classified as an asset or a liability
are recognised in accordance with I1AS 39 in profit or loss or in other comprehensive income. Contingent
consideration which is classified as equity is not remeasured and its subsequent settlement is recognised in
equity.

Consolidation of the results generated by entities acquired during a year is carried out taking into
consideration only those results relating to the period between the date of acquisition and the close of
that year. In parallel, consolidation of the results generated by entities disposed of during a year is carried
out taking into consideration only those results relating to the period between the beginning of the year
concerned and the date of disposal.

ltems registered within the balance sheet and the income statement of fully consolidated foreign
companies were translated to euros at the year-end exchange rates. This method consists of translating to
euros all the assets, rights and obligations at the exchange rates prevailing at the date of the consolidated
financial statements, the consolidated income statement items at the average exchange rates for the year,
and equity at the historical exchange rates at the date of acquisition (or in the case of retained earnings at
the average exchange rates for the year in which they were generated), and the differences are
recognised with a charge or a credit, as appropriate, to "Equity - Of the Parent - Translation Differences”
in the consolidated balance sheet.

None of the functional currencies of the subsidiaries, associates and joint operations located abroad relate
to hyperinflationary economies as defined by IFRSs (JAS 29). Accordingly, at the 2014 accounting close it
was not necessary to adjust the consolidated financial statements of any of the subsidiaries or associates
to correct for the effect of inflation.

All balances and transactions between fully consolidated companies were eliminated on consolidation.

The main aggregates of the fully consolidated companies at 31 December 2014 are shown in the
Appendix.

Combined arrangements and joint ventures
The Group has applied IFRS 11 to all joint arrangements since July 2013. Investments in joint

arrangements under IFRS 11 are classified as joint ventures or arrangements, depending on the
contractual rights and obligations or each investor.
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