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This version of our report is a firee translation of the original, which was prepared in Spanish.
All possible care has been taken to ensure that the translation is an accurate representation of
the original. Howeuver, in all matters of interpretation of information, views or opinions, the
original language version of our report takes precedence over this translation

o AUDIT REPORT ON THE CONSOLIDATED ANNUAL ACCOUNTS
To the shareholders of Grupo Isolux Corsan, S.A.:

1. We have audited the consolidated annual accounts of Grupo Isolux Corsén, S.A. (Parent
Company) and its subsidiaries (the Group), consisting of the consolidated balance sheet at 31
L December 2010, the consolidated income statement, the consolidated statement of other
i comprehensive income, the consolidated statement of changes in equity, the consolidated cash

S flow statement and related notes to the consolidated annual accounts for the year then ended.
As explained in Note 2.1, the Directors of the Parent Company are responsible for the
preparation of these consolidated annual aceounts in accordance with the International
Financial Reporting Standards as endorsed by the European Union, and other provisions of the
financial reporting framework applicable to the Group. Our responsibility is to express an
opinion on the consolidated annual accounts taken as a whole, based on the work performed in
accordance with the legislation governing the audit practice in Spain, which requires the
examination, on a test basis, of evidence supporting the annual accounts and an evaluation of
whether their overall presentation, the accounting principles and criteria applied and the
estimates made are in accordance with the applicable financial reporting framework.

2. In our opinion, the accompanying consolidated annual accounts for 2010 present fairly, in all
material respects, the consolidated financial position of Grupo Isolux Corsan, S.A. and its
N subsidiaries at 31 December 2010 and the consolidated results of its operations and the
By consolidated cash flows for the year then ended in accordance with the International Financial
Reporting Standards as endorsed by the European Union, and other provisions of the applicable
financial reporting framework.

I 3. The accompanying consolidated Directors’ Report for 2010 contains the explanations which the
Parent Company’s Directors consider appropriate regarding the consclidated Group’s situation,
the development of its business and other matters and does not form an integral part of the
consolidated annual accounts. We have verified that the accounting information contained in
the consolidated Directors’ Report is in agreement with that of the consolidated annual accounts

‘ for 2010.0ur work as auditors is limited to checking the consolidated Directors’ Report in

. accordance with the scope mentioned in this paragraph and does not include a review of

information other than that obtained from the accounting records of Grupo Isolux Corsén, S.A.

and its subsidiaries.

PricewaterhouseCoopers Auditores, S.L.

Original in Spanish signed by
Lorenzo Lopez
Partner

25 April 2011

PricewaterhouseCoopers Auditores, S.L., Paseo de la Castellana, 43, 28046 Madrid , Espaiia
T: +34 915 684 400 F: +34 013 083 566, www.pwe.com/es

R. M. Madrid, hoja 87.250-1, folio 75, tome 9.267, libro 8.054, seccién 32 Inscrita en el R.O.A.C. ¢on el niimero $0242 - CIF: B-79 031290
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CONSOLIDATED ANNUAL ACCOUNTS OF GRUPO ISOLUX CORSAN, S.A.

AND SUBSIDIARIES AT 31 DECEMBER 2010

Content of the consolidated annual accounts of Group Isolux Corséan, S.A. and
subsidiaries

Note

W =~ d ;AW

11
12
13

Consolidated balance sheet

Consolidated income statement
Consolidated statement of comprehensive income
Consolidated statement of change in equity
Consolidated cash flow statement

Notes to the consclidated annual accounts
General information

Summary of the main accounting policies applied
2.1. Basis of presentation

2.2. Consolidation principles

2.3. Foreign currency transactions

2.4. Property, plant and equipment

2.5, Intangible asseis

2.6. Non-current assets assigned fo projects
2.7. Interest cost

2.8. Non-financial asset impairment losses
2.9. Financial assets

2.10. Derivative financial instruments and hedging activities
2.11. Inventories

2.12. Trade and other receivables

2.13. Cash and cash equivalents

2.14. Share capital

2.15. Government grants

2.16. Trade payabies

2.17. Borrowings

2.18. Current and deferred income taxes
2.19. Employee benefits

2.20. Provisions

2.21. Revenue recognition

2.22. Leases

2.23. Non-current assets (or disposal groups) held for sale
2.24. Dividend distribution

2.25. Environment

2.26. Operaling results

2.27. Biological assets

2.28. Financial information by segments
Financial risk management

Accounting estimates and judgments
Financial infermation by segments

Property, plant and equipment

Goodwill and other intangible assets
Non-current assets assigned to projects
Investments in associates

Financial investments

Derivative financial instruments

Trade and other receivables

Inventories

Page

O N o ;W

10
10
12
12
19
21
22
23
24
25
25
25
27
29
29
29
29
30
30
30
30
31
32
32
36
36
36
36
37
37
37
37
43
46
50
51
55
59
61
62
67
68



-

i
|
B
|
N

S

7/

ISOLUX CORSAN

CONSOLIDATED ANNUAL ACCOUNTS OF GRUPO ISOLUX CORSAN, S.A.
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CONSOLIDATED ANNUAL ACCOUNTS OF GRUPO ISOLUX CORSAN, S.A.
AND SUBSIDIARIES AT 31 DECEMBER 2010

CONSOLIDATED BALANCE SHEET
(Thousand euro)

31 December 31 December 1 January

Note 2010 2009 2009

ASSETS

Non-current assets

Property, plant and equipment 6 203.834 216.534 238.784
Goodwill 7.1 487.114 486.192 486.662
Intangible assets 7.2 66.509 54.209 64.937
Intangible assets assigned to projects 8.1 1.400.922 1.393.672 659.864
Other non-current assets assigned to projects 8.2 252.201 278.548 274.400
Investments in associates 9 178.996 57.059 57.837
Financial investments 10 11.512 143.006 101.946
Trade and Other receivables 12 69.093 63.357 27.772
Deferred tax assets 20 115.886 61.740 41.537
Derivative financial instruments 1 4.287 2.675 4.751

2.790.354 2.756.992  1.958.490

Current assets

Inventories 13 427.860 357.784 333.525
Trade and other receivables 12 1.941.875 1.655.435 1.489.444
Derivatives and financial instruments 1 4.710 1.634 5417
7 Financial assets at fair value through profit or loss 14.2 2.300 504 210.771
& Cash and cash equivalents 141 937.555 420.778 287.469

3.314.300 2.436.135  2.326.626

b Total assets 6.104.654  5.193.127  4.285.116

Notes 1 to 39 and Appendices | to IV form an integral part of these consolidated annual
accounts.
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CONSOLIDATED ANNUAL ACCOUNTS OF GRUPO ISOLUX CORSAN, S.A.
AND SUBSIDIARIES AT 31 DECEMBER 2010

CONSOLIDATED BALANCE SHEET
{Thousand euro)

31 December 31 December 1 January

Note 2010 2009 2009
i EQUITY
~ ] Capital and reserves attributable to the Company’s
’ equity holders
Share capital 15 17.463 17.463 17.463
Share premium account 15 468.163 469.763 470.634
Legal reserve 15 8.207 5.850 3.493
o Hedging reserve 1 (36.316) (13.663) (13.958)
- « Cumulative translation differences 16 38.119 10.492 (53.388)
E Retained earnings 17 199.710 183.088 199.229
o 696.346 672.993 623.476
#‘ Minority interests 17 74.728 52.457 21.503
o Total equity 771.074 725.450 644.979
v LIABILITIES
‘ Non-current liabilities
Borrowings 18 877.564 691.061 703.690
Project finance 8.3 1.012.530 828.335 534.407
Derivative financial instruments 11 47.647 20.562 27.811
Deferred tax liabilities 20 66.752 55.035 54,183
' i Provisions for other liabilities and expenses 21.1 47.167 49,883 33.983
[ Trade and other payables 18 41.028 219.412 54.826

2.092.688 1.864.288 1.408.900

Current liabilities

Borrowings 19 372.804 216.894 144.139
Project finance 8.3 222.480 141.735 151.096
Trade and other payables 18 2.559.171 2.191.878 1.875.643
Current tax liabilities 21.779 11.713 20.138
Derivative financial instruments 11 12.559 6.200 6.637
Provisions for other liabilities and expenses 21.2 52.099 34.969 33.584

3.240.892 2.603.389 2.231.237
Total liabilities 5.333.580 4.467.677 3.640.137
Total equity and liabilities 6.104.654 5.193.127 4.285.116

Notes 1 to 3% and Appendices | to IV form an integral part of these consolidated annual
accounts.
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CONSOLIDATED ANNUAL ACCOUNTS OF GRUPO ISOLUX CORSAN, S.A.

AND SUBSIDIARIES AT 31 DECEMBER 2010

CONSOLIDATED INCOME STATEMENT
(Thousand euro)

Total operating revenue

Revenue / Sales

Other operating income

Difference between opening and closing inventories
Own work capitalized

Total operating expenditure

Materials consumed and other external costs
Employee benefit expenses

Depreciation, amortization and impairment losses
Change in trade provisions

Other operating expenses

Operating resuits

Financial expenses

Financial income

Net financial results

Share of result of associates

Profit before income tax

Income tax

Profit for the year

Attributable to:

Company’s equity Holders

Minority interests

Earnings per share attributable to the Company’s equity
holders during the year — Basic and diluted {euro per share)

Year ended 31 December

Note 2010 2009
3.239.786 3.018.540
22 3.188.740 2.959.162
24 44.995 56.044
5.034 (19.133)
1.017 22.467
(3.032.084) (2.834.436)
23 (1.864.095) (1.771.669)
25 (379.270) (355.659)
6,7y8 (86.692) (65.058)
(16.804) (6.515)
24 (685.223) {635.535)
207.702 184.104
27 (171.743) (139.949)
27 56.022 34.333
27 (115.721) (105.616)
9 (7.072) (12.012)
84.909 66.476
28 (20.949) (10.296)
63.960 56.180
63.155 60.904
17 805 (4.724)
63.960 56.180
29 0,72 0,70

Notes 1 to 39 and Appendices 1 to IV form an integral part of these consolidated annual

accounts.
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[ ISOLUX CORSAN

CONSOLIDATED ANNUAL ACCOUNTS OF GRUPO ISOLUX CORSAN, S.A.

AND SUBSIDIARIES AT 31 DECEMBER 2010

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME FCR THE YEAR ENDED AT 31

DECEMBER 2010 AND 2009 (Thousand euro)

Profit/(loss) for the year

Other comprehensive income:

Changes due to financial statement translation
Fair value changes in cash flow hedges

- Tax effect

Cash flow hedge transferred to profit and loss

- Tax effect

Net cash flow hedges

Comprehensive income for year attributable to:

Parent Company’s shareholders
Minority interests

Year ended at 31

December

Note 2010 2009
63.960 56.180
16 34.819 62.221
11 (54.609) (13.240)
20 15.245 3.130
11 21.952 14.740
20 (6.545) (4.351)
(23.957) 279
74.822 118.680
68.129 125.077
6.693 (6.397)

Notes 1 to 39 and Appendices 1 to IV form an integral part of these consolidated annual

accounts.
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CONSOLIDATED ANNUAL ACCOUNTS OF GRUPO ISOLUX CORSAN, S.A.
AND SUBSIDIARIES AT 31 DECEMBER 2010

CONSOLIDATES CASH FLOW STATEMENT

{Thousand euro)

Cash flows from operating activities
Profit for the year before taxes
Adjustments for:
- Depreciation, amortization and impairment losses
- Change in trade provisions
- Profit on non-current assets assigned to projects disposal
- Share in associates' profits
- Net financial resulis
Subtotal
Changes in working capital :
- Inventories
- Trade and other receivables
- Financial assets at fair value threugh profit or loss
- Trade and other payables
- Provisions for other liabilities and expenses
- Other non-current receivables and payables
- Other changes
Cash generated from operations
- Taxes paid
Net cash generated from operating activities

Cash flows from investing activities
- Acquisition of subsidiary, net of cash acquired

- Acquisition of property, plant and equipment and intangible assets
- Income from property, plant and equipment and intangible assets disposal

- Acquisition of non-current assets assigned to projects

- Revenue due to non-current assets assigned to projects disposal
- Acquisitions of investments in associates and financial investments

- Net change in other receivables
- Interest received and other financial income
Net cash used in investing activities

Cash flows from Financing activities

- Net income from borrowings

- Net reimbursement of borrowings

- Income from project finance

- Reimbursement of project finance

- Interest paid

- Dividends paid

Net cash generated from/(used in) financing activities

Net change in cash and cash equivalents

Cash and cash equivalents at start of the year

Exchange differences included in net change for the year
Cash and cash equivalents at the end of the year

Notes 1 to 39 and Appendices i to IV form an integral part of these consolidated annual accounts.

Year ended 31 December

Notes 2010 2009
84.809 66.477
6,7y8 86.692 65.063
16.804 6.515
24 (26.562) -
g 7.072 12.012
27 115.721 105.616
189.727 189.206
{79.893) 41.929
(306.058) (49.666)
(1.7986) 210.267
318.774 264.170
14.139 (3.580)
- {18.581)
{4.303) {2.374)
225.499 697.848
(16.997) {25.458)
208.502 672,390
- 2.213
(46.615) {46.260)
1.415 -
(506.019) {412.085)
256.535 -
(1.374) (95.666)
{6.061) {70.523)
2.002 32.159
(300.117) {590.162)
467.030 183.225
(124.616) (144.139)
505.863 279.923
(58.037) (80.141)
(161.718) {137.251)
(24.000) {49.769)
604.522 51.848
512.907 134.076
420.778 287.469
3.870 (767)
141 937.555 420.778
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CONSOLIDATED ANNUAL ACCOUNTS OF GRUPO ISOLUX CORSAN, S.A.
AND SUBSIDIARIES AT 31 DECEMBER 2010

NOTES TO THE CONSOLIDATED ANNUAL ACCOUNTS
(Thousand euro)

1. General information

At the 2010 year end GRUPO ISOLUX CORSAN, S.A. (hereinafter, the Company) forms a group (hereinafter,
the Group) comprising the parent company Grupo Isolux Corsan, S.A. and its subsidiaries and associates.
Additionally, the Group participates with other entities or members in joint ventures and temporary joint
ventures {hereinafter, Joint Ventures}. Appendices I, Il, lil and [V to these notes contain additional information
on the entities included in the consolidation scope. The Group companies hold interests of less than 20% in
other entities over which they have no significant influence, except from those explained in note 8. The
Group’s main activities and sales are carried on and made in Spain and Latin America, and it is in expansion
in Asia, Africa and North America.

For the purposes of preparing the consolidated annual accounts, a group is understood to exist when the
parent company has one or more subsidiaries, which are those entities that the parent company controls
directly or indirectly. The principles applied during the preparation of the Group’s consolidated annual
accounts, together with the consolidation scope, are described in Note 2.2,

Appendix | to these notes set outs the identification details of the subsidiaries included in the consolidation
scope under the full consolidation method.

Appendix Il provides the identification details of the associates included in the consolidation under the equity
consolidation method.

Appendix Il contains the identification details of the joint ventures included in the consolidation scope under
the proportionate consolidation method.

The parent company and certain subsidiaries are members of temporary joint ventures, whose assets,
liabilities, income and expenses are recognized using the proportionate method. Appendix IV contains a detail
of the temporary joint ventures of which Group companies are members.

Changes in the consolidation scope during 2010 are as follows:

. The following companies were incorporated: Isolux Corsan Concesiones de México, S.A. de C.V.,
Isolux Corsan Energy Cyprus Limited, Isolux Corsan Power Concessions India Private Limited,
Mainpuri Power Transmission Private Limited, Isclux Corsan Concessions India Privated Limited, Soma
Isolux Varanasi Aurangabad Tollway Private Limited, Isolux Soma and Unitech JV, Isolux Corsan
Brasilefia de Infraestructuras, S.L., ICl Soma JV, Carreteras Centrales de Argentina, S.A., Wett
Holdings LLC., Eclesur, S.A., Empresa Concesionaria Lineas Eléctricas del Sur, S.A., Isolux Corsan
Renovables, S.A , Isolux Corsdan Panamd, S.A., Hixam Gestién de Aparcamientos Ill, S.L., Isolux
Corsan Arabia Saudi, LLC and Isolux Corsan Gulf, LLC.

. The following companies were acquired: AB Alternative Investment, B.V., ICC Sandpiper, B.V., Isolux
Corsén Participaciones de Infraestructura Lida., Isolux Corsén Participaciones en Viabahia Lida.

. Shareholding increase in Infinita Renovables, S.A. from 70% to 80%.

. Shareholding decrease in Luxeol, S.L. from 100% to 70% and in Viabahia Concessionaria de
Rodovias, S.A. from 75% to 55%.

. Joint ventures sale in Brazil {see note 8.1), sale of Infinita Renovables Patagonia, S.A. and
Aparcamientes IC Gémez Ulla, S.L.

. During the year, Isolux de México, S.A. de C.V. absorbed Isolux Corsén Construccién S.A. de C.V.
(both came within the consolidation scope in 2009).

10
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CONSOLIDATED ANNUAL ACCOUNTS OF GRUPO ISOLUX CORSAN, S.A.
AND SUBSIDIARIES AT 31 DECEMBER 2010

NOTES TO THE CONSOLIDATED ANNUAL ACCOUNTS
{Thousand euro)

Changes in the consolidation scope during 2008 are as follows:

. The following companies were incorporated: Grupo Isolux Corsan Concesiones, S.A., Isolux Ingenieria
USA LLG, Isolux Corsan Cyprus Limited, Sociedad Concesionaria Zona 8-A., S.A, Edlica Isolcor, S.L.,
Parque Edlico Cova da Serpe Il, S.L., Vias Administracién y Logistica, S.A. de C.V., Viabahia
Concessionaria de Rodovias, S.A., Iccenlux Corp., Isolux Corsan Concessions Cyprus Limited, Isolux
Corsan NH1 Cyprus Limited, Aparcamientos IC Elche, S.L., Inversiones Blumen, S.L., Lineas de
Comahue Cuyo, S.A., Aparcamientos Los Bandos Salamanca, S.L., Soma Isolux Surat Hazira Tollway
PVT, LTD., Soma Isclux Kishangarh-Ajmer-Beawar Tollway PVT.LTD, Isolux Corsan India & Soma
Enterprises Limited, Indra Isolux de México S.A de C.V., Construcciones e Instalaciones del Noreste
S.A. de C.V. and Wind Energy Transmission Texas, LLC.

. The following companies were acquired: Agua Limpia Paulista, S.A. {40%), Integragao Electrica Norte
e Nordeste, S.A. (50%) and Global Vambru, S.L.

. Shareholding increase in Algluniab, S.A. and Pinares del Sur, S.L. from 25% to 50% and from 18% to
50%, respectively.

. Sale of Parque Edlico Cova da Serpe, S.L.

On 17 December 2004, the Company was incorporated which, following several name changes, is now
named Grupo Isolux Corsan, S.A. The Company is the parent of a group that is continuing the activities of
Grupo Isolux Wat. The latter group gained broad experience in the Spanish market and was engaged mainly
in engineering. At the beginning of 2005 it merged with the Corsédn Corviam Group, which was also reputable
and engaged mainly in construction. Grupo Isclux Corsan is the result of the 2005 merger.

Grupo Isolux Corsdn, S.A’s registered office is at Caballero Andante 8 Street, 28021 Madrid. The Company is
registered in the Madrid Mercantile Register, volume 20,745, book 0, section 8, sheet 194; page M-367466,
entry 11. The latest adaptation and rewording of its bylaws is entered in volume 20,745, book 0, section 8,
sheet 189, and page M-367466, entry 7.

Grupo Isolux Corsén, S.A. does business in Spain and abroad, mainly consisting of the following activities
{carried on by the Company itself or its subsidiaries):

. Engineering studies, industrial assembly and manufacture of the necessary components, integrated
facilities and construction.

. Manutacture, sale and representation of electrical, electronic, electromechanical, computer and
industrial products, machinery and equipment.

. Rendering of all types of consultancy, audit, inspection, metering, analysis, report, research and

development services; project design, planning, supply, execution and assembly; project and site
management and supervision; tests, trials, commissioning, control and evaluation; repair and
maintenance services in integrated facilities; electrical and electronic facilities, air conditioning and
aeration systems; sanitary fluid and gas systems; elevators and freight elevators; fire protection and
detection systems; hydraulic systems, information systems, mechanical and industrial systems;
communications, energy, environment; and energy lines, substations and power plants.

. Integrated construction, repair, conservation and maintenance of ail kinds of construction and all kinds
of installation and fitting work.
Purchase, sale, lease and operation by any means of real property or real property rights.
Holding, management and administration of securities and equity interests in any entity.

The Group mainly operates through the following business lines:

» Construction: all kinds of civil engineering and construction projects, both residential and non-
residential.
. Engineering and industrial services: engineering, energy, telecommunications, installations and

environment.

11
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CONSOLIDATED ANNUAL ACCOUNTS OF GRUPO ISOLUX CORSAN, S.A.
AND SUBSIDIARIES AT 31 DECEMBER 2010

NOTES TO THE CONSOLIDATED ANNUAL ACCOUNTS
{Thousand euro)

Concessions: the Group holds land infrastructure concessions including motorways and car parks, and
electricity infrastructure concessions such as high-voltage power cables and power plants and
transformation energy plants.

. Renewable energy: activity in bio-fuel.

These consolidated annual accounts were prepared by the Board of Directors on 28 March 2011, The
Directors will submit these consclidated annual accounts to the General Shareholders™ Meeting for approval.
The accounts are expected to be approved without changes.

2. Summary of the main accounting policies applied

The main accounting policies applied when preparing these consolidated annual accounts are described
below. These policies have been applied consistently to all the financial years presented in these consolidated
annual accounts.

2.1. Basis of presentation

The Group’s consolidated annual accounts at 31 December 201077 have been prepared in accordance with
international Financial Reporting Standards (IFRS) adopted for its use in the European Union, approved by
the European Commission Regulations {IFRS-EU)} and effective at 31 December 2009. The group started
working under |FRS-EU on 1 January 2006.

The policies described below have been applied consistently to all the financial years presented in these
consolidated annual accounts.

The amounis are expressed in thousands of eurc in this document, unless otherwise stated.

The consolidated annual accounts have been prepared on a historical cost basis, except for certain cases
stipulated by IFRS-EU in which assets and liabilities are carried at fair value. The Company has made the
following choices in cases in which IFRS-EU allow for alternative criteria:

« Measurement of property, plant, equipment and intangible assets at historical cost, capitalizing financial
expenses over the construction peried.
+ Joint ventures and temporary joint ventures are proportionately consolidated.

The preparation of consolidated annual accounts under IFRS-EU requires the use of certain critical accounting
estimates. The application of IFRS-EU alsc requires that management exercise judgment in the process of
applying the Company's accounting policies. Note 4 discloses the areas that require a higher level of judgment
or entail greater complexity, and the areas where assumptions and estimates are significant for the
consolidated annual accounts.
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NOTES TO THE CONSOLIDATED ANNUAL ACCOUNTS
(Thousand euro)

Standards, amendments and interpretations that came into effect in 2010

IFRS 3 {Reviewed) “Business combinations”. This standard is mandatory and must be applied on
a prospective basis to all business combinations whose acquisition date was after the date of the first
period beginning after 1 July 2009. The advanced application of this standard is allowed for those
fiscal years commencing as from 30 June 2007. In any case, such advanced application requires the
enforcement at the same date of IAS 27 (reviewed in 2008) and amendments incorporated to IFRS 3
as a consequence of the 2008 improvement project. Acquisition methed is maintained regarding
business combinations, but important changes are introduced. For example, all payments made to
acquire a business are recorded at fair value on the acquisition date, and contingent payments
classified as liabilities are recorded at fair value at each balance sheet end, recording any change in
the income statement. An accounting policy choice, applicable to each business combination and
consisting of measuring non-parent shares at its fair value or at the proportional net value of the
acquired company's assets and liabilities, is introduced. All transaction costs are carried as
expenses. The Group has applied IFRS 3 (Reviewed) to all business combinations taking place as
from 1 January 2010, on a prospective basis.

1AS 27 (reviewed) “Separate and consolidated financial statements”. This standard is mandatory
and must be applied on a prospective basis to all the periocds commencing as from 1 July 2009. This
standard requires the effects of all transactions with non-parent shares to be recognized in equity if
there is no control change, so as to these transactions not to generate neither goodwill nor gains or
losses. The standard also establishes the accounting policy to be applied when control is lost. Any
residual share held by the Company returns to its fair value and a gain or loss is recorded in the
income statement. The Group has applied IAS 27 {reviewed) to all transactions with non-parent
shares as from 1 January 2010, on a prospective basis.

IFRIC 12 “Concession services agreements”. This interpretation affects public-private concession
services agreements in which the grantor states the services to be assigned to the infrastructure by
the concessionaire, the entity to whom the service must be rendered and the price to be applied. The
grantor also controls any significant residual share in the infrastructure at the end of the agreement.
This interpretation is enforceable for all fiscal years beginning as from 30 March 2009. The Group
applies IFRIC 12 as from 1 January 2010, on a retrospective basis. This retrospective enforcement
had no significant effect, since the Group has applied similar criteria relating concession services
agreements accounting as those terms stated under IFRIC 12.

IFRIC 15 “Property construction agreements”. This interpretation clarifies the recognition
conditions for those revenues relating to property construction agreements and, particularly, if these
agreements fall within the application scope of IAS 11 "Construction contracts” or IAS 18 “Revenue”.
This interpretation is enforceable for all fiscal years commencing as from 1 January 2010. The Group
has adopted IFRIC 15 interpretation as from that date on a prospective basis, with no significant
effect on consolidated annual accounts.

Improvement Project published by IASB in April 2009 and adopted by the European Union in March 2010.
Amendments incorporated to this project, as well as enforceable dates for each of them are explained below:

IAS 1 “Financial Statements disclosure”. The amendment is about the classification of liabilities
convertible into equity instruments, as current or non-current items. Despite the holder’s right to
require the liability to be settled by an equity instruments issue at any time, a financial liability is
classed as non-current if there is an unconditional right to delay its cancellation through a transfer of
cash or other assets for the next 12 months following the financial statements date. This amendment
is enforceable for all fiscal years beginning as from 1 January 2010. The Group has adopted it since
1 January 2010.
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NOTES TO THE CONSOLIDATED ANNUAL ACCOUNTS
(Thousand euro)

IAS 7 “Cash flow statement”. The modification is to clarify that only those disbursements arising in
asset recognition in the balance sheet can be classified as cash flow from investment activities. In
this manner, alignment in cash flow from investment activities classification and assets recognized
relating financial situation are improved, decreasing practical differences. This amendment is
. enforceable for all fiscal years beginning as from 1 January 2010. As a consequence, all
L disbursements arising in asset recognition in the balance sheet are showed as cash flow from
investment activities in the consolidated cash flow statement.

L)

IAS 17 “Leases”. When a lease includes both land and buildings, the classification as financial or
operating lease must be performed separately, in accordance with the general principles stated in
IAS 17. Prior to this amendment, IAS 17 required any indefinite real estate lease to be classified as
) an operating lease, unless ownership was transferred at the end of the lease. However, this practice
- has been discontinued since IASB considers it is against general principles applicable in lease
@ classification. When a lease is newly classed as financial, the recognition must be done on a

retrospective basis. This amendment is enforceable for all fiscal years beginning as from 1 January
2010. The Group has adopted |IAS 17 amendment since 1 January 2010, with no significant effects
] on its financial statements.

. IAS 18 “Revenue”. A new section is added to IAS 18 Appendix, in which guidance to determine

) whether an entity acts as principal or agent is given. The amendment affects |1AS 18 Appendix which

;"ﬁ’g is not part of the standard itself, so the new guidance will be in force as from its publication. The

‘ Group has adopted the additional section in 1AS 18 since 1 January 2010, without significant issues
arising on its financial statements.

. IAS 36, “Impairment of assets”: For the purpose impairment testing, each gash generating unit

(CGU) or group of CGUs to which the goodwill is allocated should not be larger than an operating

segment (in accordance with IFRS 8) prior to aggregation. Entities that use aggregated operating

Lo segments to determine their cash generafing units will be forced to disaggregate when the

N amendment becomes effective. This could result in the recognition of an impairment loss. This

h amendment is of mandatory application for all years commencing on or after 1 January 2010. The

criteria adopted by the Group are similar to those established in IAS 36, therefore the application of
the same has not had any significant effect.

. IFRS 2 “Share-based remuneration”. IFRS 2's scope is aligned with business combination
definition contained in IFRS 3 (reviewed) “Business combinations”. The amendment supports that
| fransactions under common control and business contributed to create a joint venture are not under
IFRS 2's scope. This amendment is enforceable for all fiscal years commencing as from 1 July 2009.
The Group has adopted it since 1 January 2010, without any significant effect on its financial

statements.

. IFRS 5 “Held-for-trading non-current assets and interrupted activities”. The amendment
clarifies that [FRS 5 states the information to be disclosed regarding held-for-trading non-current
assets and interrupted activities. Terms about information disclosure contained in other IFRS are not
applicable, unless these standards require:

- Specific information to be disclosed regarding held-for-trading assets and interrupted
activities; or

- information to be disclosed about the measurement of assets and liabilities inside a disposal
group which was not under the scope of IFRS 5.

This amendment is enforceable for all fiscal years beginning as from 1 January 2010, on a

prospective basis. The Group has adopted it since 1 January 2010, without any significant issue

arising as concerns its financial statements.
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AND SUBSIDIARIES AT 31 DECEMBER 2010

NOTES TO THE CONSOLIDATED ANNUAL ACCOUNTS
(Thousand euro)

IFRS 8 “Operation segments”. The requirement to report the value of the assets in a segment is
only applicable when the highest decision-making unit reviews this information. This amendment is
enforceable for all fiscal years beginning as from 1 January 2010. Prior to IFRS 8 being in force,
information by segment was prepared by the Group and reviewed by its highest decision-making unit,
therefore the amendment’s adoption had no significant effects.

Standards, amendments and interpretations in force since 2010, whose application has no impact on
the Group’s annual accounts

IFRIC 16 “Hedge of a net investment in a foreign operation”. This interpretation concerns the
accounting treatment to be applied to a net investment hedge, including the fact that the hedge does
not refer to presentation currency differences but to those related to functional currency. It also states
that the hedge instrument can be maintained in any part of the group, except for the dependent
company it is hedging. The requirements under IAS 21 "Changes in foreign exchange rates” are
applicable to the hedged item. The company has applied IAS 39 “Financial instruments:
measurement and recognition” since 1 January 2010 on a prospective basis, to stop hedge
accounting related to those hedge instrumenis considered as net investment hedge which do not
comply with the requirements under IFRIC 16. This interpretation is enforceable for all fiscal years
commencing as from 1 July 2009.

IFRIC 18, “Transfers of assets from customers”: This interpretation provides guidance on how to
account for assets from customers or cash received that is used to acquire or construct specific
assets. This interpretation applies only to those assets used to connect the customer to a network or
provide the customer with on-going access to a supply of goods or services, or to do both. This
interpretation shall be applied prospectively to all transfers of assets from customers received on or
after 1 July 2008. For the purpose of its adoption by the EU, this interpretation shall be effective, at
the latest, as from the start of the first year beginning after 31 October 2009. The Group applies
IFRIC 18 since 1 January 2010 without this having a material impact on the financial statements of
the Group.

IFRS 1 (reviewed) “First adoption of IFRS” {(in force since 1 July 2009) and IFRS 1
{amendment) “Additional exemptions for those entities initially adopting IFRS” {in force since
1 January 2010).

The following amendments relate to the improvement project published by 1ASB in April 2009 and adopted by
the European Unicn in March 2010:

IFRIC 8 (Amendment} “New assessment of implicit derivatives” (in force for years
commencing as from 1 July 2009).

IFRIC 16 “Net investment hedge for foreign transactions” (in force since 1 July 2009).
IAS 38 (Amendment) “Intangible assets” (in force since 1 January 2010).

[AS 39 (Amendment) “Financial instruments: measurement and recognition” {in force since 1
January 2010).

Standards, amendments and interpretations to existing standards that are not yet in effect
and have not been previously adopted by the Group.
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Standards, amendments and interpretations that can be adopted in advance for years commencing as from 1
January 2010:

[AS 24 “Information disclosure concerning related parties”. The reviewed standard clarifies and
simplifies the definition for “related parly”, removing all inconsistencies present in the previous
standard and making it easier to apply. In addition, it eliminates the requirement for those entities
related to Public Administrations which have to disclose all the information concerning transactions
carried out with public bodies and other entities related with them. This reviewed standard can be
total or partially adopted in advanced. The standard is applicable for those years beginning as from 1
January 2011. The Group will adopt IAS 24 as from 1 January 2011, on a prospective basis.

1AS 32 (Amendment) “Right issues classification” (in force as from 1 February 2010)

IFRIC 14 {Amendment) “Advanced payments concerning minimum financing requirements”
{(in force as from 1 January 2011)

IFRIC 19 “Financial liabilities cancellation through equity instruments” (applicable to those
year beginning at 30 June 2010)

2010 improvement project, published by IASB in May 2010 and that modifies IFRS 1, 3 and 7 and IAS 1, 12,
27 and 34, as well as IFRIC 13:

IFRS 1 “First adoption of IFRS”

IFRS 3 “Business combinations™. Improvement Project includes the following aspects with respect
to IFRS 3:

- Contingent consideration agreements arising in business combinations with an acquisition date
prior to IFRS 3 application (2008) have to be recorded in compliance with the requirements stated in
previous IFRS 3 (issued in 2004). Amendments in IFRS 7 “Financial instruments: information
disclosure”, IAS 32 “Financial instruments: disclosure” and 1AS 39 “Financial instruments:
measurement and recognition” eliminate exemptions related to contingent considerations, but are not
applicable to contingent considerations arising from business combinations with an acquisition date
prior to IFRS 3 application (2008);

- The choice to measure non-parent shares at fair value or at the proportional net value of acquired
company’s assets and liabilities only applies to instruments representing present shares and granting
holders the right to participate in the event of a settlement by the company??, on a proportionate
basis. The rest of non-parent share components are measured at fair value unless another
measurement basis was required by IFRS.

IFRS 3 guidance applies to all share-based remunerations derived from a business combination, including
share-based payment agreements replaced both voluntarily and not voluntarily. This amendment is
enforceable for all fiscal years beginning as from 1 July 2010. The Group will apply IFRS 3 (amendment) to all
business combinations since 1 January 2011, on a prospective basis.

IFRS 7 “Financial instruments: information disclosure”. Amendments relate to financial
instrument information disclosure, mainly concerning gquantitative and qualitative aspects of the
nature and scope of those risks associated with financial instruments. This amendment is
enforceable for all fiscal years beginning as from 1 January 2011. The Group will apply IFRS 7
{amendment) to all financial instruments as from 1 January 2011, on a prospective basis.

IAS 1 “Financial statements disclosure”. Companies can present an itemized analysis of other
results in the statement of changes in equity or in the notes to the annual accounts . This amendment
is enforceable for all fiscal years beginning as from 1 January 2011. The Group will adapt financial
statements in accordance with |AS 1 as from 1 January 2011, on a prospective basis.
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IAS 27 “Separate and consolidated financial statements”. Amendments in IAS 21 “Effects of
changes in foreign exchange rates”, IAS 28 “Investments in associates” and IAS 31 “Interests in joint
ventures” resulting from |AS 27 review (2008) have to be applied on a prospective basis. This
amendment is enforceable for all fiscal years beginning as from 1 July 2010. The Group will adopt
this standard as from 1 January 2011, on a prospective basis.

IAS 34 “Intermediate financial information”
IFRIC 13 “Customer loyalty programs”

IFRS 7 (amendment) “ Disclosures — Transfers of financial assets™: The amendment to IFRS 7
requires additional disclosures in respect of risk exposure arising from financial assets transferred to
third parties. The amendment requires disclosure about risks and rewards of transfer transactions
involving on-balance sheet financial assets and the identification of associated financial liabilities and
requires enhanced disclosure about transactions involving off-balance sheet financial assets: the
result generated on the transaction, the remaining risks and rewards and the reflection for accounting
purposes of the same, initial and future, and the estimated fair value of the "on-going involvement *
recorded on the balance sheet. Amongst athers, this amendment would affect transactions involving
the sale of financial assets, factoring agreement, securitization of financial assets and securities loan
agreements.

Amendments in IFRS 7 are enforceable for all fiscal years beginning as from 1 July 2011, although adoption in
advanced is also allowed. At the preparation date of these consolidates annual accounts. This amendment
was pending adoption by the European Union. The Group is analyzing the impact this adoption could have
over consclidated annual accounts.

IAS 12 (amendment) “Deferred income tax: underlying assets recovery”. This amendment
offers a practical approach to measure deferred income tax assets and liabilities related to real estate
investments carried at fair value. This measurement option is provided in 1AS 40 “Investment
property”. The amendment will be enforceable for all fiscal years beginning as from 1 January 2012.

IFRS 1 (Amendment) “Hyperinflation level increase and elimination of those fixed dates
applicable to first adopters”.

No significant impact is expected as a result of these standards entering into force.

In addition, at the preparation date of these financial statements, IASB had published the following standards
which are pending adoption by the European Union, These standards, amendments and interpretations will be
enforceable as from 2011; the Group has adopted them in advancs:

L

IFRS 9 “Financial instruments”. IFRS 9 simplifies financial assets recording and introduces new
requirements relating its classification and measurement. Those assets held for collect cash from
payments are measured at amortized cost, whereas the rest (including held-for-trading financial
assets), are measured at fair value. Hence, only an impairment model for those assets carried out at
amortized cost was required. In October 2010, IASB updated IFRS 9 to include initial recognition and
subsequent measurement criteria for financial liabilities and disposal criteria for financial instruments.
Related issues in IAS 39 have not been change, except for the subsequent recording of financial
liabilities through profit and loss. In such cases, fair value changes arising from credit risk
assessment are direcily recorded in equity as income and expense. These amounts cannot be
allocated to the income statement but reclassified to other captions under equity. Nevertheless, in the
event that a mismatch is detected with the related financial assets measurement, all value changes
will be charged to results. For the moment, the current IAS 39 requirements regarding financial
assets impairment and hedge accounting are still in force. This standard will be applicable for all
fiscal years beginning as from 1 January 2013, although it can be implemented in advance. At the
preparation date of these consolidated annual accounts, this standard had not been adopted by
European Union.
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Restatement and change in accounting criteria:

During 2010, Group’s Board of Directors has decided to change the accounting policy regarding consolidation
of real estate businesses in which there exists joint control. This decision implies replacing the proportionate
consolidation method by the equity method, as explained in note 2.2, and has been adopted due to the
decreasing importance of these businesses over the activity of the Group and because the real estate fine of
business?? is no longer considered as a strategic business.

In compliance with IAS 8 this change has been applied on a retrospective basis. Therefore, in compliance with
IAS 1, the Consolidated Balance Sheet shows comparative information regarding previous year end and initial
restated balances. This change had no impact on equity.

Major impacts of the above-mentioned restatement at 31 December 2009 and 2008 are explained below:

:T:ﬁ?::i:; Impact on assets at 31
result December
2009 2009 2008
Landscape Corsan, S.L. - (358} (358)
Las Cabezadas de Aranjuez, S.1. 234 (6.979) {6.860)
Alglunia 5, S.A. 360 (10.681) -
Pinares del Sur, S.L. (50) {10.996) -
544 {29.024) (7.218)

2.2. Consolidation principles
Subsidiaries

Subsidiaries are all entities (including special-purpose companies) over which the Group has the power to
govern the financial and operating policies generally accompanying a shareholding of more than one half of
the voting rights. The existence and effect of potential voting rights that are currently exercisable or convertible
are considered when assessing whether the Group controls another entity. Subsidiaries are consolidated from
the date on which control is transferred to the Group. They are de-consolidated from the date that control
ceases.

When through the acquisition of a subsidiary, the Group acquires a group of assets or net assets that are not
a business, the group cost is allocated between the identifiable assets and liabilities within the group based on
their fair values at the acquisition date (all acquisition during 2010 and 2009 present these characteristics).
The cost of net assets group includes legal and financial expenses necessary to carry out the transaction.
When the Group incurs in costs related to the acquisition of a participation in an entity that is not a business
and the transaction has not been finalized at year end, the aforementioned costs are recognized in the
balance sheet if it is likely that the transaction will be carried out successfully after year end. In the event that
the transaction cannot be estimated as likely, the incurred costs are recognized as expenses in the income
statement.

The purchase method of accounting is used to account for the acquisition of subsidiaries by the Group. The
cost of an acquisition is measured as the fair value of the assets given, equity instruments issued and
liabilities incurred or assumed at the date of exchange, plus costs directly attributable to the acquisition.
Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination are
measured initially at their fair values at the acquisition date, irrespective to the extent of any minority interests.
The excess of the cost of acquisition over the fair value of the Group's share of the identifiable net assets
acquired is recorded as goodwill. If the cost of acquisition is less than the fair value of the net assets of the
subsidiary acquired, the difference is directly recognized in the income statement.
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Intercompany transactions, balances and unrealized gains on transactions between Group companies are
removed. Unrealized losses are also eliminated unless the transaction provides evidence of an impairment of
the asset transferred. Accounting policies of subsidiaries have been changed where necessary to ensure
consistency with the policies adopted by the Group.

Appendix | to these notes set outs the identification details of the subsidiaries included in the consolidation
scope under the fuil consolidation method.

Aparcamiente Los Bandos Salamanca S.L. and Aparcamientos IC Sarrién where the group holds a 70% and a
51% of the shares, respectively, are not considered subsidiaries as the control is not held by the Group.
Agreements established between shareholders result in the investment being considered as a joint venture
(See Appendix ill).

Agua Limpia Paulista, S.A. and Concesionaria Autovia A-4 Madrid, S.A. where the Group holds 40% and
48.75% of the shares, respectively, are considered subsidiaries since the control is held by the Group, due to
shareholder agreements (See Appendix I}.

Transactions and minority interests

The Group treats transactions with minority shareholders as transactions with non-Group third parties. The
sale of minority interests generates gains and/or losses for the Group that are recognized in the income
statement. The acquisition of minority interests results in goodwill in the amount of the difference between the
price paid and the relevant proportion of the carrying amount of the subsidiary’s net assets.

Joint ventures

The Group treats incorporated or unincorperated entities in which two or more members have joint control
under contractual agreements as joint ventures. Joint control is understood to be the situation established in
an agreement between the parties in which financial and operating decisions require the consensus of all
members.

Interests in joint ventures are consolidated using the proporticnate consolidation method, with the exception of
Landscape Corsan, S.L., Pinares del Sur, S.L., Las Cabezadas de Aranjuez, S.L. and Algilunia 5, S.L. The
Group’s shareholding in these companies amounts to 50%, 50%, 40% and 50% respectively, and, as stated in
note 2.1, they are consolidated through the equity method commencing this year. The Group combines its
share of the assets, liabilities, income, expenses and cash flows of the jointly controlled entity, line by line, with
similar items in its own accounts. The Group recognizes, in its consolidated annual accounts, the portion
pertaining to the other members of the jointly controlled entity of any profits or losses obtained from the sale of
the Group's assets to the entity. The Group does not recognize its own share of the profits or losses of the
jointly-controlled entity derived from the purchase by the Group of the entity's assets, until those assets are
sold to an independent third party. A loss is immediately recognized on the transaction if it causes a reduction
in the net realizable value of current assets or an impairment loss.

Appendix lil to these notes set cuts the identification details of the joint ventures included in the consolidation
scope under the proportionate consolidation method, except those companies mentioned above, which are
consolidated through the equity method.

Associates
Associates are all entities over which the Group has significant influence but not control, generally
accompanying a shareholding of between 20% and 50% of the voting rights. Investments in associates are

accounted for by the equity method and are initially recognized at cost. The Group’s investment in associates
includes goodwill (net of any accumulated impairment loss) identified on acquisition.
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The Group's share on its associates’ post-acquisition profits or losses is recognized in the income statement
and its share of post-acquisition movements in reserves is recognized in reserves. The cumulative post-
acquisition movements are adiusted against the carrying amount of the investment. When the Group’s share
of losses in an associate equals or exceeds its interest in the associate, including any other unsecured
receivables, the Group does not recognize further losses, unless it has incurred obligations or made payments
on behalf of the associate.

Unrealized gains on transactions between the Group and its associates are eliminated to the extent of the
Group’s share in the associates. Unrealized losses are also eliminated unless the ftransaction provides
evidence of an impairment of the asset transferred. Accounting policies of associates have been changed
where necessary to ensure consistency with the policies adopted by the Group.

Dilution gains or losses in associates are recognized in the income statement.

Appendix Il to these notes set outs the identification details of the associates included in the consolidation
scope under the equity consolidation method.

Temporary joint ventures (UTEs)

A temporary joint venture (UTE), as defined by Spanish legislation, is a system in which entrepreneurs
collaborate for a specified, fixed or undetermined pericd to carry out or to execute a construction work, service

or supply.

The UTE’s balance sheet and income statement items are included in the shareholder's balance sheet and -
income statement on a proportionate basis. Transactions between the UTE and other Group subsidiaries are
eliminated.

Appendix IV contains details of each UTE consolidated using the proportionate method.
2.3. Foreign currency transactions
Functional and presentation currency

The items included in the annual accounts of each of the Group companies are measured using the currency
of the principal economic environment in which the company operates (“functional currency”). The
consolidated annual accounts are presented in eurc, the Company’s functional and presentation currency,
although figures are expressed in thousands of euro for presentation purposes.

Transactions and balances

Transactions in foreign currency are translated to the functional currency using the exchange rates effective at
the transaction dates; at the year-end they are measured at the exchange rate in force at that moment.
Foreign currency gains and losses resulting from the settlement of transactions and translation at year-end
exchange rates of monetary assets and liabilities denominated in foreign currency are recognized in the
income statement, except when deferred in equity as qualifying cash flow hedges or qualifying net investment
hedges.

Changes in the fair value of monetary instruments denominated in foreign currency and classified as available
for sale are separated into translation differences resulting from changes in the instrument's amortized cost
and other changes in the instrument’s carrying amount. The translation differences are recognized in results
for the year and other changes in the carrying amount are recognized in equity.

Translation differences in respect of non-monetary items such as equity instruments at fair value through profit
or loss are presented as part of the fair value gain or loss. Translation differences with respect to non-
monetary items such as equity instruments classed as available-for-sale financial assets are included in equity
in the revaluation reserve.
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Group companies

Results and the financial situation of all Group companies (none of which has the currency of a
hyperinflationary economy) whose functional currency differs from the presentation currency are translated to
the presentation currency as follows:

The assets and liabilities on each balance sheet presented are translated at the closing exchange rate
at the balance shest date;

The income and expenses in each income statement are translated at the average exchange rates
(unless this average is not a reasonable approximation of the cumulative effect of the rates existing at
the transaction dates, in which case income and expenses are translated at the rates on the
transaction dates); and

. All resulting exchange differences are recognized as a separate component of equity.

Cn consolidation, any exchange differences resulting from the translation of a net investment in foreign
companies and loans and other instruments in foreign currency designated as hedges of those investments
are taken to equity. When soid, such exchange differences are recognized in the income statement as part of
the profit or loss on the sale.

Adjustments to goodwill and fair value arising on the acquisition of a foreign entity are treated as assets and
liabilities of the foreign entity and translated at the year-end exchange rate, except gooduwill arising prior to 1
January 2006.

2.4. Property, plant and equipment

Land and buildings mainly comprise plants, offices, technical installations, machinery and tooling. Property,
plant and equipment are recognized at cost less depreciation and cumulative impairment losses, except for
land, which is presented net of impairment losses. Historical cost includes expenses directly attributable to
purchases of property, plant and equipment.

Subsequent costs are included in the asset's carrying amount or recognized as a separate asset only when it
is likely that the future economic benefits associated with the asset will flow to the Group and the cost of the
asset may be reliably determined. The carrying amount of a replaced compenent is written off the accounts.
All other repair and maintenance expenses are charged to the income statement in the year in which they are
incurred.

Land is not depreciated. Depreciation of other assets is calculated on a straight-line basis in order to allocate
costs to residual values based on the estimated useful lives of the assets in question, using the following
rates:

Rate
Buildings 1%- 3%
Plant 6%-14%
Machinery 10% - 17 %
Tooling 125%-33%
Furnishings 5%-16%
Data-processing equipment 125%-25%
Vehicles 8%-14%

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet

date.
An asset's carrying amount is written down immediately to its recoverable amount if the asset's carrying
amount is greater than its estimated recoverable amount {Note 2.8).
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Gains and losses on the sale of property, plant and equipment are calculated by comparing the proceeds with
the carrying amount and are included in the income statement on the line “Other operating revenug”. Own
work capitalized is carried at production cost and reflected as income in the income statement.

Assets received through debt collection procedures are measured at the lower of the price related to the
receivable for the corresponding asset, and market price.

2.5. Intangible assets
Goodwill

Goodwill is the excess of acquisition cost over the fair value of the Group’s share of the identifiable net assets
of the subsidiary or associate acquired at the acquisition date. Goodwill relating to acquisitions of subsidiaries
is included in intangible assets. Goodwill arising from acquisitions of associates is included in investments in
associates and tested for impairment together with the total balance relating to the associate. Goodwill
recognized separately is tested for impairment at least annually or when there are signs of impairment. It is
carried at cost less cumulative impairment losses. Gains and losses on the sale of a company include the
carrying amount of goodwill related to the company sold.

Goodwill is assigned to cash gensrating units {CGUs) in order to test for impairment losses. This relates to
CGUs that are expected to benefit from the business combination that gave rise to the gooduwill.

Administrative concessions

Administrative concessions are recognized in the amount paid by the Company with respect to assignment or
operating royalties. In certain cases, concessions relate to the administrative authorization granted by
municipal authorities or other public bodies for the construction and subsequent operation of car parks,
highways, electric transmission lines and other assets during the periods specified in the relevant contracts.
The accounting treatment of such assets is similar to the treatment stated in IFRIC 12. Once the exploitation
of the concession assets begins, related collections are recognized as ordinary revenues and operating
expenditure is included in expenses for the year. In all cases, the intangible assets are amortized on a
straight-line basis over the concession term, except for those railway concessions, which are depreciated in a
systematic way, based on the estimated traffic and expected revenues. At each accourt close, the return on
each project is reviewed to determine whether there is any sign of impairment since the assets are not
recoverable on the basis of the operating revenue generated.

As project-related funding is obtained, concessions are reclassified into non-current assets assigned to
projects (see Note 2.6).

Computer software

Software licenses acquired from third parties are capitalized on the basis of the costs incurred to acquire and
prepare the licenses for the use of a specific program. These costs are amortized over the useful life of the
software for a maximum of five years.

Costs associated with developing or maintaining computer software programs are recognized as an expense
when incurred. Costs that are directly associated with the production of identifiable and unique software
products controlled by the Group, and that will probably generate economic benefits exceeding costs beyond
one year, are recognized as intangible assets.

Computer program development costs recognized as assets are amortized over the program's estimated
useful lives (not more than 5 years) on a straight-line basis.
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Research and development expenses

Research expenditure is recognized as an expense as incurred. Costs incurred in development projects
{related to the design and testing of new or improved products} are recognized as intangible assets when the
following requirements are met:

e Completion of production of the intangible asset so that it becomes available for use or sale is technically

possible;

Management intends to complete the intangible asset in question, for use or sale;

There is capacity to use or sell the intangible asset;

s The manner in which the intangible asset will generate probable future economic benefits is
demonstrable;

s  Adequate technical, financial or other resources are available to complete development in order to use or
sell the intangible asset; and

+  The outlay attributable to the intangible asset during development may be reliably estimated.

Other development expenditure is recognized as an expense when incurred. Development expenses
previously recognized as an expense are not recorded as an asset in a subsequent period. No development
costs are capitalized at 31 December 2010.

Contracts portfolio

Contractual relations with clients acquired through Business combinations are recognized at its fair value at
the acquisition date. Contractual customers relationships has a definite life and are measured at cost less
accumulated depreciation. Depreciation is calculated on a straight-line basis during the expected duration of
the contract (5 years).

2.6. Non-current assets assigned to projects

This caption includes the amount of investments made mainly in transport, car parks, energy and
environmental infrastructures that are operated by the Group’s subsidiaries and are financed by means of
project finance arrangements (Project finance).

These financing structures are applied to projects that are themselves capable of providing sufficient
guarantees to the participating financial institutions with respect to the repayment of the debts incurred to
undertake the project, although additional guarantees can arise in between construction period and project
implementation. Each project is caried out through specific companies in which project assets are parily
financed by a contribution of funds from the promoters, limited to a certain sum, and partly {(generally a larger
sum) by long-term external borrowings. Debt servicing is secured basically by the cash flows that wili be
generated by the project itself in the future and by mortgaging the project assets.

The assets are measured based on the costs directly attributable to their construction and incurred up to the
date the assets become operational, such as studies and projects, expropriations, repiacement services,
construction work executed, site management and administration, installations and structures, and other
similar costs, as well as those indirectly attributable costs corresponding to the construction period. Likewise,
financial expenses accrued during construction period are capitalized.

This generally relates to a concession contract. The main characteristics to be considered in relation to non-
current assets associated with concession projects are as follows:

The concession assets are owned by the granting authority in the majority of cases.

. The granting authority controls or regulates the concession holder's services and the conditions under
which they must be rendered.
. The assets are exploited by the concession holder in accordance with the criteria set out in the

concession documents during the stipulated concession term. At the end of that period, the assets
revert to the granting authority and the concession holder no longer holds any rights in this respect.
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Repairs and maintenance that do not extend the useful life or preduction capacity of the relevant assets are
expensed in the year the costs are incurred. Payback of the entire investment in a concession is obtained by
the end of the project period, net of any amount that the granting authority reimburse at the concession end.
The concession holder receives revenues for the services rendered, either directly from users or from the
granting authority.

Non-current assets assigned to projects consist mainly of intangible assets (see Note 2.5) and property, plant
and equipment {see Note 2.4).

2.7. Interest costs

interest costs incurred in the construction of any qualifying assets are capitalized over the period needed to
complete and prepare the asset for the intended use. Other interest costs are expensed.

2.8. Non-financial asset impairment losses

Assets with an indefinite useful life and goodwill are not amortized/ depreciated and are tested annually for
impairment. Assets subject to amortization/depreciation are tested for impairment provided that an event or
change in circumstances indicates that their cairying amount might not be recoverable. An impairment loss is
recognized in the amount by which the asset’s carrying amount exceeds its recoverable amount. The
recoverable amount is the higher between an asset's fair value less sale costs and value in use. For the
purposes of assessing impairment, assets are grouped together at the lowest level for which there are
separately identifiable cash flows {cash-generating units). Non-financial assets other than goodwill for which
impairment losses have been recognized are tested at each balance sheet date in the event that the loss has
reversed.

2.9. Financial assets

The Group classifies its financial assets in the following categories: at fair value through profit or loss, loans
and receivables, held to maturity and available for sale. The classification depends on the purpose for which
the financial assets were acquired. Management establishes the classification of financial assets when they
are initially recognized and reviews the classification at each reporting date.

In accordance with IFRS 7 amendment, the Group classifies market-valued financial instruments based on the
lowest of used data that were significant with respect to the instrument whole fair value. In compliance with
this standard, financial instruments must be classified as follows:

1. Quoted prices in active markets for identical instruments.
2. Directly (prices} or indirectly (based on prices), observable data for the instrument.
3. Data not based on market observations.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are financial assets held for trading. A financial asset is
classified in this category if acquired mainly for shori-term sale. Derivatives are also categorized as held for
trading unless they are designated as hedges. The assets in this category are included in current assets.

Loans and receivables

Loans and receivables are non-derivative financial asseis with fixed or determinable payments that are not
quoted in an active market. They are included in current assets, except for maturities greater than 12 months
after the balance sheet date, which are classified as non-current assets. Loans and receivables are included
in trade and other receivables in the balance sheet (Note 2.12}.

Receivables include the present value of future cash flows from certain concessions. In such cases, there is a

contractual right to receive future cash flows or other financial assets directly from the granting authority and
the granting authority guarantees those payments.
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Held-to-maturity financial assets

Held-to-maturity financial assets are non-derivative financial assets with fixed or determinable payments and
fixed maturities that Group management has the positive intention and ability to hold to maturity. Should the
Group sell a non-insignificant amount of its held-to-maturity financial assets, the entire category will be
reclassified as available for sale. Such available-for-sale financial assets are included in non-current assets,
except those that mature within 12 months as from the balance sheet date, which are classified as current
assets.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives assets that are either designated in this category or not
classified in any of the other categories. They are included in non-current assets unless management intends
to dispose of the investment within 12 months of the balance shest date.

Recognition of financial assets

Acquisitions and disposals of investments are recognized at the trading date, i.e. the date the Group
undertakes to acquire or sell the asset. Investments are initially recognized at fair value plus transaction costs
for all financial assets not carried at fair value through profit or loss. Financial assets at fair value through profit
or loss are initially carried at fair value and transaction costs are taken to the income statement. Investments
are written off when the rights to receive cash flows from them have expired or have been transferred and the
Group has transferred substantially all the risks and rewards of ownership. Available-for-sale financial assets
and financial assets at fair value through profit or loss are subsequently carried at fair value. Loans and
receivables are carried at amortized cost using the effective interest rate method.

Gains and losses resulting from changes in the fair value of financial assets at fair value through profit or loss
are included in the income statement in the year in which they arise. Dividend income from financial assets at
fair value through profit or loss is recognized in the income statement when the Group’s right to receive
payment is established.

Changes in the fair value of monetary instruments denominated in foreign currency and classified as available
for sale are analyzed by separating the differences in the instrument’s amortized cost and other changes in
the instrument's carrying amount. Translation differences on monetary instruments are recognized in the
income statement, while translation differences on non-monetary instruments are recognized in equity.
Changes in the fair value of monetary and non-monetary instrumenis classified as available for sale are
recognized in equity.

When available-for-sale instruments are sold or impaired, the cumulative fair value adjustments recognized in
equity are taken to the income statement.

Interest on available-for-sale instruments calculated using the effective interest rate method is recognized in
the income statement item “Net financial results”. Dividends from available-for-sale equity instruments are
recognized in the income statement in "Net financial results” when the Group’s right to receive payment is
established.

The fair values of quoted investments are based on current bid prices. If the market for a financial asset is not
active (and for unlisted securities), the Group establishes fair value using measurement techniques which
include recent uncontrolled transactions between wiling and knowledgeable parties relating to other
instruments that are substantially identical and the analysis of discounted cash flows and option pricing
models, maximizing market input and relying as littte as possible on the entity's specific inputs.
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At the balance sheet date, the Group assesses whether there is objective evidence of impairment losses with
respect to a financial asset or group of financial assets. For equity instruments classified as available for sale,
in order to determine whether there is impairment losses it will be necessary to examine whether there is a
significant or protracted below cost decline in the fair value of the securities. If there is any evidence of this
type for available-for-sale financial assets, the cumulative loss determined as the difference between the
acquisition cost and current fair value, less any impairment loss in that financial asset previously recognized in
the income statement, is removed from equity and recognized in the income statement. Impairment losses
recognized in the income statement on equity instruments are not reversed through the income statement.

Impairment testing of receivables is described in Note 2.12.

Financial assets and liabilities are cffset and presented by its net value in the balance sheet when there is a
legally enforceable right to compensate the recorded amounts, and the Group has the intention to settle or to
realize the asset and cancel the liability simultaneously.

2.10. Derivative financial instruments and hedging activities

Derivatives are initially recognized at fair value at the contract date and are subsequently measured at fair
value. The method to recognize the resulting gain or loss depends on whether the derivative is designated as
a hedging instrument and, if so, on the nature of the item being hedged. The Group may designate certain
derivatives as:

» fair value hedges of recognized assets and liabilities (fair value hedge);

*» hedges of a specific risk associated with a recognized liability or a highly probable forecast transaction
(cash flow hedge); or

* hedge of a net investment in a foreign operation (net investment hedge).

The Group documents at the inception of the transaction the relationship between hedging instruments and
hedged items, as well as its risk management objective and strategy for undertaking hedge transactions. The
Group also documents its assessment, at inception and on an angoing basis, of whether or not the derivatives
used in hedge transactions are highly effective in offsetting changes in the fair value or cash flows of the
hedged items.

The fair value of some derivative instruments used for hedging purposes is shown in Note 11. Movements in
the hedging reserve are shown in the consolidated statement of changes in equity and Consolidated
Statement of Comprehensive Income. The total fair value of hedging derivatives is classified as a non-current
asset or liability if the pericd to maturity of the hedged item is more than 12 months and as a current asset or
liability if the period to maturity of the hedged item is less than 12 months. Derivatives not classified as hedges
for accounting purposes are carried as current assets or liahilities.

Regarding the amendment in IFRS 7, the Group proceeds to classify financial instruments market valuations
as stated in Note 2.9.

Fair value hedge

Changes in the fair value of derivatives that are designated and qualified as fair value hedges are recognized
in the income statement together with any change in the fair value of the hedged asset or liability that may be
attributable to the risk hedged.

If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying amount of the

hedged item for which effective interest rate method has been used, is recorded as profit or loss up to its
maturity.
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Cash flow hedge

The effective portion of changes in the fair value of derivatives that are designated and qualified as cash flow
hedges is recognized in equity. The gain or loss relating to the ineffective portion is immediately taken to the
income statement item "Net financial results”.

Amounts accumulated in equity are recorded in the income statement in the periods when the hedged item
affects results {for instance, when the forecast sale that is hedged takes place). The gain or loss relating to the
effective portion of interest rate swaps that hedge variable-rate borrowings is recognized in the income
statement item “Net financial resulis”. The gain or loss relating to the effective portion of forward forsign
currency contracts that hedge sales is recognized in the income statement item “Sales” and the ones hedging
purchases is recognized in “Materials consumed and other exiernal costs”.

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for hedge
accounting, any cumulative gain or loss existing in equity at that time remains in equity and is recognized
when the forecast transaction is ultimately recognized in the income statement. When a forecast transaction is
no longer expected to occur, the cumulative gain or loss that was reported in equity is immediately transferred
to the income statement item “Net financial results”.

Net investment hedge

Hedges of net investments in foreign operations are accounted for in a similar way to cash flow hedges. Any
gain or loss on the hedging instrument relating to the effective portion of the hedge is recognized in equity.
The gain or loss relating to the ineffective portion is immediately recognized in the income statement. Gains

and losses accumulated in equity are included in the income statement when the foreign operation is disposed
of.

At 31 December 2010 and 2009 the Group does not hold net foreign investment hedge derivatives.

Derivative financial instruments at fair value through profit or loss

Certain derivatives do not qualify for hedge accounting and are recognized at fair value through profit or loss.
Changes in the fair value of any derivative instruments that do not qualify for hedge accounting are
immediately recognized in the income statement item "Net financial results”.

2.11. Inventories

Raw materials and finished products are carried at the lower between the acquisition or production cost, using
the weighted average cost method, and the net reafizable value.

Finished products and work in progress items costs include design costs, raw materials, direct work force,
other direct costs and general manufacturing costs (based on a normal capacity of production facilities).
Changes in prices of such inventories referred to variable indexes are recorded against inventories value.
Buildings under construction and other structures are measured based on direct execution costs, also
including financing costs incurred during the development phase and structural costs attributable to the
projects. These items are classified as short- or longterm cycle depending on whether the period to
completion is less or more than twelve months.

Obsolete, defective or slow-moving products are written down to their net realizable value.

Inventories comprise biological assets (see Note 2.27).

Net realizable value is the selling price estimated during ordinary business course, less applicable sale
variable costs.
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2.12. Trade and other receivables

Trade receivables are amounts due from customers related to goods sold or services rendered in the course
of the company’s business. If the receivables are expected to be collected in a year or less (or in the operation
cycle if longer), they are classified as current assets. Otherwise, they are recorded as non-current assets.

Trade receivables are initially recognized at fair value and are subsequently measured at amortized cost using
the effective interest rate method, less a provision for impairment. A provision for impairment of trade
receivables is established when there is objective evidence that the Group will not be able to colfect all
amounts due in accordance with the original terms of the receivables. The existence of significant financial
difficulties on the part of the debtor, the probability that the debtor will become bankrupt or undertake a
financial restructuring, and late payment or default are considered to be indicators of the impairment of a
receivable. The amount of the provision is the difference between the asset's carrying amount and the present
value of estimated future cash flows, discounted at the effective interest rate. The asset's carrying amount is
written down as the provision is applied and the loss is recognized in the income statement. When a
receivable is uncollectable, the provision for receivables is adjusted accordingly. Subsequent recoveries of
receivables written off are recognized in the income statement for the year in which the recovery takes place.

2.13. Cash and cash equivalents

Cash and cash equivalents include cash in hand, demand deposits in banks and other short-term highly liquid
investments with original maturities of three months or less. Bank overdrafts are shown within borrowings in
current liabilities on the balance sheet.

2.14. Share capital

Share capital consists entirely of ordinary shares classified as equity.

Incremental costs directly attributable to the issue of new shares or options are shown in equity as a
deduction, net of tax, from the proceeds.

Where any Group company purchases the Company’s equity share capital (treasury shares), the
consideration paid, including any directly attributable incremental costs {net of income taxes), is deducted from
equity attributable to the Company’s equity holders until the shares are redeemed, reissued or sold. When
these shares are sold or subsequently reissued, any amount received, net of any incremental cost on the
transaction which is directly attributable and the corresponding income tax effects, and is included in equity
attributable to the Company’s equity holders.

2.15. Government grants

Grants from the government are recognized at their fair value when there is reasonable assurance that the
grant will be received and the Group will comply with all attached conditions.

Government grants relating to costs are deferred and recognized in the income statement over the period
necessary to match them with the costs that they are intended to compensate.

Government grants relating to the purchase of property, plant and equipment are included in non-current
liabilittes as deferred government grants and are credited to the income statement on a straight-line basis over
the expected lives of the related assets.

2.16. Trade payables

Trade payables are initially recognized at fair value and are subsequently measured at amortized cost using
the effective interest rate method.

28



R

L
-1
L

/4

| ISOLUX CORSAN

CONSOLIDATED ANNUAL ACCOUNTS OF GRUPO ISOLUX CORSAN, S.A.
AND SUBSIDIARIES AT 31 DECEMBER 2010

NOTES TO THE CONSOLIDATED ANNUAL ACCOUNTS
{Thousand euro)

2.17. Borrowings

Borrowings are initially carried at fair value net of transaction costs. They are subsequently measured at
amortized cost. Any differences between the funds obtained (net of necessary costs) and their repayment
value are recognized in the income statement over the life of the debt applying the effective interest rate
method.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer settlement
for at least 12 months as from the balance sheet date.

Interest and other costs incurred to obtain bank loans are taken to the income statement for the year on an
accrual basis.

2.18. Current and deferred taxes

Tax expense for the year comprises current and deferred tax. Tax is recognized in the income statement
except to the extent it relates to items recognized directly in squity. In this case, tax is also recognized in
equity.

The current tax charge is calculated based on the tax laws approved or about to be approved at the balance
sheet date in the countries where the Group's companies operate and generate results subject to tax.
Management assesses regulfarly the positions taken in relation to tax returns with respect to situations where
tax law is subject to interpretation, and establishes, where appropriate, the necessary provisions on the basis
of the amounts that it is expected to pay to the tax authorities.

Deferred income tax is calculated, using the liability method, on temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts in the consolidated annual accounts. However, if the
deferred taxes arise from the initial recognition of a liability or an asset on a transaction other than a business
combination that at the time of the transaction has no effect on the tax gain or loss, they are not accounted for.
Deferred income tax is determined using tax rates (and laws) that have been enacted or substantially enacted
by the balance sheet date and are expected to apply when the related deferred income tax asset is realized or
the deferred income tax liability is settled.

Deferred income tax assets are recognized to the extent that it is probable that future taxable profit will be
available against which the temporary differences can be offset.

Deferred income tax is provided on temporary differences arising on investments in subsidiaries and
associates, except where the timing of the reversal of the temporary differences is controlled by the Group and
it is likely that the temporary difference will not reverse in a foreseeable futurs.

Deferred tax assets and liabilities are offset if, and only if, there is a legally recognized right to offset current
tax assets against current tax liabilities and when the deferred tax assets and deferred tax liabilities derive
from income tax fevied by the same taxing authority on the same taxable entity or person or differsnt taxable
entities or persons which intend to settle current tax assets and liabilities on a net basis.

2,19. Employee benefits

Pension and retirement obligations

For the purposes of their accounting treatment, defined contribution plans under which the company's

obligation consists solely of contributing an annual amount must be differentiated from defined benefit plans
under which employees are entitled to a specific benefit on the accrual of their pensions.
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Defined contribution plans

A defined contribution plan is a pension ptan under which the Group pays fixed contributions to a fund and has
no legal or constructive obligation to make additional contributions if the fund has insufficient assets to pay to
all the employees the benefits related to the services rendered in the current year and in prior years.
Contributions accrued in respect of defined contribution plans are expensed annually.

Defined benefit plans

A defined benefit plan is a pension plan that is not a defined contribution plan. A defined benefit plan usually
defines the amount of the benefit that will be received by an employee at the time of retirement, normally on
the basis of one or more factors such as age, years of service and remuneration.

The liability recognized in the balance sheet with respect to defined benefit pension plans is the present value
of the defined benefit obligation at the balance sheet date less the fair value of the plan assets and any
unrecognized past service costs. The defined benefit obligation is calculated annually by independent
actuaries in accordance with the projected unit credit method. The present value of the obligation is
determined by discounting the estimated future cash flows at interest rates on government bonds
denominated in the currency in which the benefits will be paid and maturities similar to those of the relevant
obligations.

At 31 December 2010 and 2009 the Group does not hold such kind of operations.
Termination benefits

Termination benefits are payable as a result of the Group’s decision to terminate employment before the
normal retirement date, or whenever an employee accepts voluntary redundancy in exchange for these
benefits. The Group recognizes these benefits when it has demonstrably undertaken to terminate current
employees’ employment in accordance with a formal detailed plan that cannot be withdrawn, or to provide
severance indemnities as a resuit of an offer made to encourage voluntary redundancy. Benefits that will not
be paid within 12 months of the balance sheet date are discounted to their present value.

Profit-sharing and bonus plans

The Group recognizes a liability and an expense for bonuses and profit-sharing based on a formula that takes
into consideration the profit attributable to the Company's equity holders after certain adjustments. The Group
recognizes a provision when contractually obliged or when there is a past practice that has created a
constructive obligation.

2.20. Provisions

The Group recognizes a provision when: it has a present legal or constructive obligation as a result of past
events; it is likely that an outflow of resources will be required to setile the obligation; and the amount has
been reliably estimated. Provisions are not recognized for future operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be required in settlement is
determined by considering the class of obligations as a whole. A provision is recognized even if the likelihood
of an outflow with respect to any one item included in the same class of obligations may be small.

Provisions are carried at the present value of forecast payments that are expected to be required to settle the
obligation, using a rate before taxes that reflects the current market assessment of the time value of money
and the specific risks of the obligation. Any increase in the provision over time is recognized as interest
expense.
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2.21. Revenue recognition

Sales include the fair value of payments received or receivable for the sale of goods and services in the
ordinary course of the Group’s activities. Sales are presented net of value added tax, returns, rebates and
discounts, and after eliminating sales within the Group.

The Group recognizes revenue when the amount may be reliably estimated, it is likely that the future
economic benefits will flow to the entity and the specific conditions are fuifilled for each of the Group’s
activities, as described below. A reliable calculation of the amount of revenue is not deemed possible until all
sale-related contingencies have been resalved. The Group's estimates are based on historical results, taking
into account customer type, transaction type and specific terms.

The methods used to recognize revenue in each of the Group’s business activities are described below:

Construction business

When the results of a construction contract may be reliably estimated, ordinary revenue and associated costs
of the contract are recognized as such in the income statement, based on the percentage of completion of the
activity performed under the contract at the balance sheet date. When a project is expected to generate a
loss, the necessary provisions are recorded to cover the entire loss during preparation of the updated budget.

Percentage of completion is generally determined by examining work executed. This method may be used
since all contracts generally include:

= adefinition of each project unit that must be executed to complete the whole project;
» ameasurement of each of these project units; and
¢ the price at which each unit is certified.

In order to put this method into practice, at the end of each month a measurement of completed units is
obtained for each project. The resulting total is the amount of construction work executed at the contractual
price, which is recognized as project revenue from inception. The difference with respect to the corresponding
figure a month earlier is production for the month, which is the amount recognized as revenue,

Construction work costs are recognized for accounting purposes on an accrual basis; costs actually incurred
to execute project units completed, plus costs that may be incurred in the future and must be allocated to the
project units completed, are recognized as expenses.

The application of this revenue recognition method is combined with the preparation of a budget made for
each construction contract by project unit. This budget is used as a key management tool in order to maintain
detailed monitoring, project unit by project unit, of fluctuations between actual and budgeted figures.

in such exceptional cases, when it is not possible to estimate the margin for the entire contract, the total costs
incurred are recognized and sales that are reasonably assured with respect to the completed work are
recognized as contract revenue, subject to the limit of the total contract costs,

During the execution of construction work, unforeseen events not envisaged in the primary contract may occur
that increase the volume of work to be executed. These changes to the initial contract require the customer's
technical approval and subsequent financial approval. This approval permits, from that moment, the issue and
collection of certificates for this additional work. Revenue from the additional work is not recognized until the
customer's approval is reasonably assured; costs incurred in this work are, however, recognized when
incurred, irrespective of the degree of approval cbtained from the customer.

in the event that the amount of work actually executed in a project exceeds the amount certified at the year
end??, the difference between the two amounts is reflected in the consolidated balance sheet item “Trade and
other receivables”. When the amount of work actually executed in a project is lower than the amount of the
certificates issued, the difference is recognized in the consolidated balance sheet item “Trade and other
payables”.
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Estimated project close-out costs are provisioned and apportioned over the execution period. These costs are
recognized proportionally on the basis of estimated costs as a proportion of executed work. Costs incurred
from projection completion to definitive settlement are charged to the provision recorded and the remaining
balance is recognized in the item “Provisions for other liabilities and charges” in current liabilities in the
consolidated balance sheet.

Late-payment interest arising from delays in the collection of certificates from public administrations is
recognized when it is likely that the interest will actually be collected and the amount may be reliably
measured.

Costs relating to the tendering of bids for construction contracts are taken to the income statement when
incurred, when the success of the bid is not probable or is not known at the date the costs are incurred. Bid
tendering costs are included in the cost of the contract when the success of the bid is probable or is known, or
when it is certain that the costs will be reimbursed or included in contract revenue.

Engineering business

Engineering project revenue is recognized on a percentage-of-compietion basis, based on direct costs
incurred in relation to total estimated costs.

The methods described for the construction business, as regards the recognition of revenue for additional
work, recognition of estimated future losses by recording provisions, accounting treatment of any timing
differences between revenue recognition for accounting purposes and the certificates issued to customers,
and the recognition of late-payment interest, are also applied to the engineering business.

Concessions and services business

The Group has concessions to operate electricity infrastructure, car parks, toll roads, etc. The services
business consists mainly of environmental services, such as wastewater treatment, and maintenance services
for industrial infrastructure and related areas.

Under concession and management contracts for services, revenue and expenditure is recognized on an
accrual basis, irrespective of when the related monetary or financial flows take place. The accounting
treatment of the main activities is described below.

Multiple element contracts

Concessions for public services are contracts between a private operator and the Government or a different
public body, in which the latter party grants to the private operator the right to provide public services such as
the supply of water or electricity, or the operation of roads, airports or prisons. Control over the asset is
retained by the public sector, but the private operator assumes responsibitity for building the asset and for
operating and maintaining the infrastructure. Depending on the contract terms, concessions are treated as
intangible assets {(when the predominant element is that the concession holder has the right to receive fees
directly from users or the level of future flows are not assured by the granting authority) or as financial assets
{when the granting authority guarantees a level of future cash flows).

The Group offers certain agreements under which it builds an infrastructure in exchange for a concession to
operate it for a specified period. When such contracts contain multiple elements, the amount of revenue
recognized is defined as the fair value for each phase of the contract. Revenue from infrastructure
construction and engineering is recognized as described in the preceding paragraphs. Revenue from an
intangible asset operation is recognized on an accrual basis as operating revenue. When a financial asset has
been previously recognized, revenue is treated as a principal repayment with an interest income component.
The characteristics of the Group's main activities are described below:
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Toll roads/electricity transmission lines

In most cases, the principle of risk and business venture on the part of the concession holder coexists with the
principle of assurance of the concession's economic and financial equilibrium on the part of the Government.
Revenue is recognized at fair value during the construction phase. When the granting authority directly
provides or guarantees a level of revenue for the concession holder, the asset is included in receivables.
When the concession holder has the right to receive fees from users or revenues are not guaranteed, an
intangible asset is recognized. In such cases, the Group recognizes revenue on an accrual basis and the
intangible asset is depreciated over the concession term using a straight-line method, except for some toli rails
infrastructures concessions in which the depreciation is recognized based in the traffic forecast for the
concession.

Car parks

Car park business may be divided into:

»  Car parks for local residents:

This business involves the construction of car parks whose spaces are sold directly to the end customer.
The sale and related costs are not recognized until the parking space has been handed over, which
usually coincides with the execution of the public deed of sale. Additionally, in order to recognize the sale
and costs, construction of the car park must have been completed and the license for the use of the car
park must have been delivered. Commitments formalized in car park sale contracts pending handover are
recorded as advanced receivables in the amounts obtained on account of the parking space. Capitalized
costs are included in inventories and measured as described in the relevant section.

s  On-street car parks:

This is a public service rendered to local authorities, which mainly concerns the management of public
parking and the collection of the fees charged by municipalities for these services. The revenues are
usually the hourly parking fees paid or the price paid for the public service by the council and is
recognized when the relevant amounts fall due for payment. In the case of concessions, the amount paid
to obtain the concession is recognized in the income statement over the concession period. Capitalized
costs are included as intangible assets or financial assets, depending on the characteristics of the
contract. Depreciation is charged on a straight-line basis during the concession term and begins when the
asset is available for use.

+  Off-street car parks:
In this case, revenues arise from the use of parking spaces owned by the company or held under an
administrative concession. Off-street car park revenues are recorded when the hourly parking rate is paid
and, in the case of season ticket holders, on an accrual basis.

Revenues from mixed car parks (off-street and for local residents) are recognized as described in the
preceding paragraph, in the case of the off-street spaces. As regards spaces for local residents, the amounts
received for spaces handed over are recorded in liabilities and taken to the income statement on a straight-
line basis over the relevant concession periods, provided the distributable costs may not be reasonably
segregated. During the accounting period in which the revenues are recognized, the necessary provisions are
posted to cover costs to be incurred following handover. These provisions are calculated using the best
estimates of costs to be incurred and may only be reduced as a result of a payment made in relation to the
costs provisioned or a reduction in the risk. Once the risk has disappeared or the payments have been made,
the surplus provision is reversed. Capitalized costs are recognized as intangible assets.

Real estate business
The Group companies recognize sales and results of real estate development projects when the propeny is
handed over to the buyer, which usually coincides with the execution of the public deed of sale. Amounts

received on account are included in "Trade and other payables” on the liabilities side of the consolidated
balance sheet.
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2.22. Leases
When a Group company is the lessee — Finance lease

The Group leases certain property, plant and equipment. Property, plant and squipment leases where the
Group has substantially all the risks and rewards of ownership are classed as finance leases. Finance leases
are capitalized at the lease’s inception at the lower between the fair value of the leased property and the
present value of the minimum lease payments.

Each lease payment is allocated between the liability and finance charges so as to achieve a constant rate on
the outstanding debt. The corresponding rental obligations, net of finance charges, are included in other long-
term payables. The interest element of the finance cost is charged to the income statement over the lease
period so as to produce a constant periodic rate of interest on the remaining balance of the liability for each
pericd. The property, plant and equipment acquired under finance lease is depreciated over the shorter of the
useful life of the asset or the lease term.

When a Group company is the lessee — Operating lease

Leases in which a significant portion of the risks and rewards of ownership are retained by the lesser are
classified as operating leases. Payments made under operating leases {net of any incentives received from
the lesser) are charged to the income statement on a straight-line basis over the period of the lease.

When a Group company is the lessor

When assets are leased under finance leass, the present value of lease payments is recognized as a financial
receivable account. The difference between the gross receivable and the present value of that amount is
recognized as a financial return on capital.

Lease revenues are recognized during the lease period in accordance with the net investment method, which
reflects a constant periodic rate of return

Assets leased to third parties under operating lease contracts are included in tangible fixed assets on the
balance sheet. income from feases is recognized on a straight-line basis during the lease term.

2.23. Non-current assets (or disposal groups) held for sale

Non-current assets (or disposal groups) are classified as held-for-sale assets and are recognized at the lower
between carrying value and fair value less selling costs, if the carrying value is mainly recovered through sale
instead of continuing use. There are no non-current assets (or disposal groups) held for sale at the balance
sheet dates.

2.24, Dividend distribution

Dividend distribution to the Company’s equity holders is recognized as a liability in the Group’s consolidated
annual accounts in the year in which the dividends are approved by the parent Company’s equity holders.

2.25. Environment

The consolidated Group has no environmental liabilities, costs, assets, provisions or contingencies that could
be significant in relation to its equity, financial situation and results. No specific breakdowns are therefore
included in these notes to the consolidated annual accounts relating to environmental issues.

2.26. Operating results

The income statement caption operating results includes the results of the Group companies’ ordinary
activities, excluding financial results (see Note 27} and shares on associates™ profits.
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2.27. Biological assets

Agricultural products harvested or collected from biological assets are measured at the point of sale or harvest
at fair value less estimated costs at point of sale. Such measurement relates to the cost value at the harvest or
collection date for the purposes of measuring inventories. Gains or losses on the variation in fair value less
estimated costs at point of sale are recognized in the consolidated income statement. Specifically: agricultural
products like grains are recorded at market value, net of marketing costs. Additionally assets used in the
production process are recognized at their replacement cost.

2.28. Financial information by segments

Operative segments are consistently disclosed with internal information, which is presented to the highest
decision-making unit. This unit is responsible for operative segments resources allocation and for these
segments’ performance assessment. Management Committee has been designed as the highest decision-
making unit,

3. Financial risk management
3.1. Financial risk factors

Group’s activities are exposed to a variety of financial risks: market risk {including foreign exchange risk, fair
value interest rate risk and price risk), credit risk and liquidity risk. The Group’s overall risk management
pregram focuses on financial markets uncertainty and seeks to minimize potential adverse effects on the
Group’s financial performance. The Group uses derivative financial instruments to hedge certain risks.

Risk management is performed by the Group's Central Treasury Department in accordance with policies
approved by the Board of Directors. This department identifies, evaluates and hedges financial risks in close
association with the Group’s operating units. The Board provides written policies for overall risk management
and for specific areas such as foreign exchange risk, interest rate risk, liquidity risk, use of derivatives and
nen-derivatives, and investment of cash surpluses.

aj) Market risk
a.1} Foreign exchange risk

The Group has international operations and is therefore exposed to foreign exchange risk during currency
transactions, refating particularly to the US dollar {USD), Brazilian real, Mexican peso, Qatari real and Indian
rupee, as well as to other currencies. Foreign exchange risk arises from future commercial transactions,
recognized assets and liabilities and net investments in foreign operations.

Management has implemented a pol