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CAUTIONARY STATEMENTS REGARDING FORWARD-LOOKING STATEMENTS

This annual report includes forward looking statements. These forward-looking statements include, but
are not limited to, all statements other than statements of historical facts contained in this annual report,
including, without limitation, those regarding our future financial position and results of operations, our
strategy, plans, objectives, goals and targets, future developments in the markets in which we operate or are
seeking to operate or anticipated regulatory changes in the markets in which we operate or intend to
operate. In some cases, you can identify forward looking statements by terminology such as “aim,”
“anticipate,” “believe,” “continue,” “could,” “estimate,” “expect,” “forecast,” “guidance,” “intend,” “may,"”
“plan,” “potential,” “predict,” “projected,” “should” or “will” or the negative of such terms or other
comparable terminology.

"on "o "o "o "o "o "o

By their nature, forward-looking statements involve risks and uncertainties because they relate to events
and depend on circumstances that may or may not occur in the future. Forward-looking statements are not
guarantees of future performance and are based on numerous assumptions. Our actual results of operations,
financial condition and the development of events may differ materially from (and be more negative than)
those made in, or suggested by, the forward looking statements. Investors should read the section entitled
“Item 3.D—Risk Factors” and the description of our segments in the section entitled “ltem 4.B—Business” for
a more complete discussion of the factors that could affect us. Important risks, uncertainties and other factors
that could cause these differences include, but are not limited to:

e Changes in general economic, political, governmental and business conditions globally and in the
countries in which Abengoa does business;

e Difficult conditions in the global economy and in the global markets; changes in interest rates;

e Changes in inflation rates; changes in prices, including increases in the cost of energy and oil and
other operating costs;

e Decreases in government expenditure budgets and reductions in government subsidies;

e Changes to national and international laws and policies that support renewable energy sources;
¢ Inability to improve competitiveness of our renewable energy services and products;

e Decline in public acceptance of renewable energy sources;

¢ Legal challenges to regulations, subsidies and incentives that support renewable energy sources;

e Extensive governmental regulation in a number of different jurisdictions, including stringent
environmental regulation;

e Our substantial capital expenditure and research and development requirements;

e Management of exposure to credit, interest rate, exchange rate, supply and commaodity price risks;
e The termination or revocation of our operations conducted pursuant to concessions;

e Reliance on third party contractors and suppliers;

e Acquisitions or investments in joint ventures with third parties;

e Unexpected adjustments and cancellations of our backlog of unfilled orders;

¢ Inability to obtain new sites and expand existing ones;

e Failure to maintain safe work environments; effects of catastrophes, natural disasters, adverse
weather conditions, unexpected geological or other physical conditions, or criminal or terrorist acts at
one or more of our plants;

e Insufficient insurance coverage and increases in insurance cost;



e | oss of senior management and key personnel; unauthorized use of our intellectual property and
claims of infringement by us of others intellectual property;

e Our substantial indebtedness;
e Our ability to generate cash to service our indebtedness changes in business strategy;

e Adverse reactions in financial markets related to decisions on spending by the U.S. goverment,
including continuing appropriations by Congress and the automatic budget cuts (or sequestration)
established by the Budget Control Act of 2011; potential or actual default by the United States
government on Treasury securities; and actual or potential downgrades to the sovereign credit rating
of the United States; and

e Various other factors, including those factors discussed under “ltem 3.D—Risk Factors” herein.

The forward-looking statements made in this annual report relate only to events or information as of the
date on which the statements are made in this annual report. Except as required by law, we undertake no
obligation to update or revise publicly any forward-looking statements, whether as a result of new
information, future events or otherwise, after the date on which the statements are made or to reflect the
occurrence of unanticipated events. You should read this annual report and the documents that we reference
in this annual report and have filed as exhibits to this annual report, completely and with the understanding
that our actual future results or performance may be materially different from what we expect.

CURRENCY PRESENTATION AND DEFINITIONS

In this annual report, all references to “euro” or “€" are to the single currency of the participating
member states of the European and Monetary Union of the Treaty Establishing the European Community, as
amended from time to time, and all references to “U.S. Dollar” and “$" are to the lawful currency of the
United States.

Definitions

Unless otherwise specified or the context requires otherwise in this annual report:

"ou "ou "o

e references to “Abengoa,” “Group,” "we,” “us”, “the Company” and “our” refer to Abengoa, S.A.,
together with its subsidiaries unless the context otherwise requires;

e references to “Consolidated Financial Statements” refer to the audited Consolidated Financial
Statements of Abengoa and its subsidiaries as of December 31, 2013 and 2012 and for each of the
years ended December 31, 2013, 2012 and 2011, including the related notes thereto, prepared in
accordance with IFRS as issued by the IASB (as such terms are defined herein);

e references to “backlog” refer principally to projects, operations and services for which we have signed
contracts and in respect of which we have received non-binding commitments from customers or
other operations within our Group, where the related revenues are not eliminated in consolidation.
Commitments may be in the form of written contracts for specific projects, purchase orders,
subscriptions or indications of the amount of time and materials we need to make available for
customers’ projects. Our backlog includes expected revenue based on engineering and design
specifications that may not be final and could be revised over time, and also includes expected revenue
for government and maintenance contracts that may not specify actual monetary amounts for the
work to be performed. For these contracts, our backlog is based on an estimate of work to be
performed, which is based on our knowledge of our customers’ stated intentions or our historic
experience. We do not include in backlog expected future sales from our concession activities, such as
energy sales, transmission and water sales or commodity sales. Our definition of backlog may not
necessarily be the same as that used by other companies engaged in activities similar to ours. As a



result, the amount of our backlog may not be comparable to the backlog reported by such other
companies;

references to the “Befesa Sale” refer to Abengoa’s sale of 100% of Abengoa’s shares in its subsidiary,
Befesa Medio Ambiente, S.L.U. (“Befesa”), to funds advised by Triton Partners;

references to the “Cemig Sales” refer to (i) the sale by Abengoa of 100% of the shareholding of NTE
Nordeste Transmissora de Energia S.A. (“NTE”) and 50% of the shareholding of Unido de
Transmissoras de Energia Elétrica Holding S.A. (“UNISA”) to Transmissao Alianca de Energia
Elétrica S.A. (“TAESA"), an affiliate of Companhia Energetica de Minas Gerais, S.A. (“Cemig”), which
occurred on November 30, 2011 (the “First Cemig Sale”) and (ii) the sale of our remaining 50%
interest in UNISA, which occurred on June 30, 2012 (the “Second Cemig Sale”), which are described in
more detail in Note 6 to our Consolidated Financial Statements;

references to “Concession-Type Infrastructures” or “Concession-Type Infrastructures activity” refer to
the operation by us of assets under long-term arrangements, such as “take or pay” contracts, feed-in
and ad hoc tariffs or power or water purchase agreements;

references to “"Deposit Agreement” refer to the deposit agreement entered into on October 16, 2013
between Citibank, N.A., as depositary, us and all owners and holders from time to time of the ADSs
issued thereunder. The rights of the holders of ADSs are governed by the Deposit Agreement;

references to “Engineering and Construction” or our “Engineering and Construction activity” refer to
our traditional engineering activities in the energy and water sectors, with more than 70 years of
experience in the market and development of thermo-solar technology. Abengoa is specialized in
carrying out complex turn-key projects for thermo-solar plants, solar-gas hybrid plants, conventional
generation plants, biofuels plants and water infrastructures, as well as large-scale desalination plants
and transmission lines, among others;

references to “IFRIC 12" refer to International Financial Reporting Interpretations Committee’s
Interpretation 12—Service Concessions Arrangements;

references to “IFRS as issued by the IASB” refer to International Financial Reporting Standards as issued
by the International Accounting Standards Board;

references to “Industrial Production” or our “Industrial Production activity” refer to our traditional
activity in the development and production of biofuels and, only until the Befesa Sale, providing a
variety of recycling services to industrial customers;

references to “non-recourse subsidiaries” refer to our subsidiaries through which we engage in
projects involving the design, construction, financing, operation and maintenance of large scale,
complex operational assets or infrastructures, which are either owned by such subsidiaries or held
under concession for a period of time. The projects undertaken by these non-recourse subsidiaries are
initially financed through non-recourse, medium-term bridge loans and later by non-recourse project
finance. The assets and liabilities, results of operations, and cash flows of our non-recourse
subsidiaries are consolidated in our Consolidated Financial Statements;

references to “OECD" refer to the Organization of Economic Co-operation and Development, an
international organization of 34 member countries consisting of advanced economies;

references to “Plan” refer to the senior management share purchase plan approved by the Board of
Directors of Abengoa and by shareholders at an Extraordinary General Shareholders’ Meeting on
October 16, 2005;

references to “Plan Two" refer to the variable pay scheme for the senior management approved by the
Board of Directors of Abengoa on July 24, 2006 and December 11, 2006;



e references to “Plan Three” refer to the variable pay scheme for directors approved by the Board of
Directors of Abengoa on January 24, 2011,

o references to “R&D&i" refer to our research and development and innovation;

o references to “t” and “tons” are to metric tons (one metric ton being equal to 1,000 kilograms or
2,205 pounds);

e references to “total net fixed assets” refer to the sum of intangible assets and property, plant and
equipment, and fixed assets and projects, net of depreciation, amortization and provisions for
impairment charges;

e references to the “2005 Credit Facility” refer to the €600 million commercial credit facility granted to
us by a syndicate of lenders under an agreement executed on July 20, 2005 which matured and was
repaid and extinguished on July 20, 2012; and

e references to the “2006 Credit Facility” refer to the €600 million commercial credit facility granted to
us by a syndicate of lenders under an agreement executed on June 29, 2006 which matured and was
repaid and extinguished on July 20, 2012.

PRESENTATION OF FINANCIAL INFORMATION

The selected financial information as of December 31, 2013 and 2012 and for the years ended
December 31, 2013, 2012 and 2011 is derived from, and qualified in its entirety by reference to our
Consolidated Financial Statements, which are included elsewhere in this annual report, which are prepared in
accordance with IFRS as issued by the IASB. The selected financial information as of December 31, 2011 and
as of and for the year ended December 31, 2010 is derived from, and qualified in its entirety by reference to
our Consolidated Financial Statements and related notes for the years ended December 31, 2012, 2011 and
2010 included in the final prospectus for our initial public offering in the United States as filed with the
Securities and Exchange Commission (the “SEC") on October 17, 2013. The selected financial information as
of and for the year ended December 31, 2009 was prepared in accordance with IFRS as issued by the IASB,
using as a basis our consolidated financial statements prepared in accordance with IFRS as adopted by the
European Union for that year, which are not included herein. There are no differences applicable to the
Company, between IFRS as issued by the IASB and IFRS as adopted by the EU for any of the periods presented.

Certain numerical figures set out in this annual report, including financial data presented in millions or
thousands and percentages describing market shares, have been subject to rounding adjustments, and, as a
result, the totals of the data in this annual report may vary slightly from the actual arithmetic totals of such
information. Percentages and amounts reflecting changes over time periods relating to financial and other
data set forth in “Operating and Financial Review and Prospects” are calculated using the numerical data in
our Consolidated Financial Statements or the tabular presentation of other data (subject to rounding)
contained in this annual report, as applicable, and not using the numerical data in the narrative description
thereof.

Application of IFRS 10 and 11

IFRS 10 and 11 came into effect on January 1, 2013 under IFRS as issued by the IASB and were initially
applied in our Interim Consolidated Financial Statements as of June 30, 2013 included in the final prospectus
for our initial public offering in the United States as filed with the SEC on October 17, 2013. The main impacts
of the application of the new standards relate to the de-consolidation of companies that do not fulfill the
conditions of effective control during the construction phase, now recorded under the equity method, and to
the elimination of the proportional consolidation of joint ventures, with the equity method being obligatory
for recording our interest in the relevant entities. According to the terms and requirements established in
IAS 8 ‘Accounting policies, changes in accounting estimates and errors’, the above standards and
amendments were retrospectively applied, recasting the comparison information presented for the year



2012. The above standards and amendments have already been applied in the Consolidated Financial
statements as of December 31, 2012, presented in the final prospectus for our initial public offering in the
United States. Financial information as of and for the years ended December, 31, 2011, 2010 and 2009 have
not been recasted according to the transition guidance of IFRS 10. Consequently, the comparative
information presented for the years 2011, 2010 and 2009 is not comparable with the more recent periods
presented.

Befesa Sale

On June 13, 2013, we entered into a share purchase agreement for the sale of 100% of our shares in our
subsidiary Befesa (the “Befesa Sale”) to funds advised by Triton Partners (the “Triton Funds”). After customary
net debt adjustments and subject to certain adjustments, total consideration to us amounts to €620 million
which is comprised of €348 million total cash, of which a payment of €331 million was received at closing and
deferred compensation of €17 million (including €15 million in escrow pending resolution of ongoing
litigation and a €2 million long-term receivable from a Befesa customer), a €48 million subordinated vendor
note with a five-year maturity and a €225 million (par value) subordinated convertible instrument with a
15-year maturity (subject to two five-year extensions) accruing interest of 6 month Euribor in effect at closing
date plus a 6% spread and which, upon the occurrence of certain triggering events including, but not limited
to, Befesa’s failure to meet certain financial targets or the exit of the Triton Funds from Befesa, may be
converted into approximately 14% of the shares of Befesa (subject to certain adjustments). The share
purchase agreement contains a two-year non-compete provision concerning Befesa’s activities.

On July 15, 2013, we received €331 million of cash proceeds corresponding to the price agreed for the
shares and the sale of the transaction was definitely closed. The gain for the sale amounted to €0.4 million
and is included in “Results for the year from discontinued operations, net of taxes” in the Consolidated
Income Statement.

Taking into account the significance of the activities carried out by Befesa to Abengoa, the sale of this
shareholding is considered as a discontinued operation in accordance with IFRS 5, Non-Current Assets Held
for Sale and Discontinued Operations. In accordance with this standard, the results of Befesa until the closing
of the sale and the result of this sale are included under a single heading (profit for the year from discontinued
operations, net of tax) in our Consolidated Financial Statements. Likewise, the consolidated income
statements for the years ended December 31, 2012, 2011, 2010 and 2009 also include the results of Befesa
under a single heading. The Befesa Sale also resulted in the removal of the Industrial Recycling segment from
our Industrial Production activity.

Non-GAAP Financial Measures

This annual report contains non-GAAP financial measures and ratios, including Consolidated EBITDA,
Corporate EBITDA, Gross Corporate Debt, Net Corporate Debt and constant currency presentation, that are
not required by, or presented in accordance with, IFRS as issued by the IASB.

e Consolidated EBITDA is calculated as profit for the year from continuing operations, after adding back
income tax expense/(benefit), share of (loss)/profit of associates, finance expense net and
depreciation, amortization and impairment charges of Abengoa, S.A. and its subsidiaries.

e Gross Corporate Debt consists of our (i) long-term debt (debt with a maturity of greater than one year)
incurred with credit institutions, plus (ii) short-term debt (debt with a maturity of one year or less)
incurred with credit institutions, plus (iii) notes, obligations, promissory notes, financial leases and any
other such obligations or liabilities, the purpose of which is to provide finance and generate a financial
cost for us, plus (iv) obligations relating to guarantees of third-party obligations (other than intra-
Group guarantees), but excluding any non-recourse debt.



e Net Corporate Debt consists of Gross Corporate Debt, excluding obligations relating to guarantees of
third parties (other than intragroup guarantees), less total cash and cash equivalents (excluding
non-recourse cash and cash equivalents), and short-term financial investments at the end of each
period (excluding non-recourse short-term financial investments).

We present non-GAAP financial measures because we believe that they and other similar measures are
widely used by certain investors, securities analysts and other interested parties as supplemental measures of
performance and liquidity. The non-GAAP financial measures may not be comparable to other similarly titled
measures of other companies and have limitations as analytical tools and should not be considered in
isolation or as a substitute for analysis of our operating results as reported under IFRS as issued by the IASB.
Non-GAAP financial measures and ratios are not measurements of our performance or liquidity under IFRS as
issued by the IASB and should not be considered as alternatives to operating profit or profit for the year or any
other performance measures derived in accordance with IFRS as issued by the IASB or any other generally
accepted accounting principles or as alternatives to cash flow from operating, investing or financing activities.

Some of the limitations of these non-GAAP measures and ratios are:

e they do not reflect our cash expenditures or future requirements for capital expenditures or
contractual commitments;

e they do not reflect changes in, or cash requirements for, our working capital needs;

e they do not reflect the significant interest expense, or the cash requirements necessary, to service
interest or principal payments, on our debts;

e although depreciation and amortization are non-cash charges, the assets being depreciated and
amortized will often need to be replaced in the future and Consolidated EBITDA does not reflect any
cash requirements that would be required for such replacements;

e some of the exceptional items that we eliminate in calculating Consolidated EBITDA reflect cash
payments that were made, or will be made in the future; and

e the fact that other companies in our industry may calculate Consolidated EBITDA, Corporate EBITDA,
Gross Corporate Debt and Net Corporate Debt differently than we do, which limits their usefulness as
comparative measures.

In our discussion of operating results, we have included foreign exchange impacts in our revenue by
providing constant currency revenue growth. The constant currency presentation is a non-GAAP financial
measure, which excludes the impact of fluctuations in foreign currency exchange rates. We believe providing
constant currency information provides valuable supplemental information regarding our results of
operations. We calculate constant currency amounts by converting our current period local currency revenue
using the prior period foreign currency average exchange rates and comparing these adjusted amounts to our
prior period reported results. This calculation may differ from similarly titled measures used by others and,
accordingly, the constant currency presentation is not meant to substitute for recorded amounts presented in
conformity with IFRS nor should such amounts be considered in isolation.

Sale of Brazilian Transmission Line Assets

We sold, in two portions pursuant to three share purchase agreements, 100% of certain Brazilian
transmission line assets to TAESA, an affiliate of Cemig.

On June 2, 2011, Abengoa Concessoes Brasil Holding S.A. (“Abengoa Concessoes”) entered into an
agreement with TAESA to sell 50% of its shareholding in a newly formed entity, named UNISA, to which
Abengoa Concessoes contributed 100% of its interests in four project companies that it controls and that
hold power transmission line concessions in Brazil. These four project companies are STE, ATE, ATE Il and
ATE Ill. In addition, on June 2, 2011, Abengoa Concessoes and Abengoa Construcao Brasil Ltda. entered into



an agreement with TAESA to sell 100% of the share capital of NTE, another project company that holds a
power transmission line concession in Brazil. The sales corresponding to the sale of 100% of the shareholding
of NTE and 50% of the shareholding of UNISA are referred to herein as the “First Cemig Sale.” The First Cemig
Sale closed on November 30, 2011 and, accordingly, is fully reflected in our historical statement of financial
position as of and for the year ended December 31, 2011.

As consideration for the First Cemig Sale, upon closing we received the equivalent of approximately
€479 million in net cash proceeds in Brazilian reais and reduced our net consolidated debt by approximately
€642 million on our statement of financial position as of December 31, 2011. For the year ended
December 31, 2011, we recorded a net gain from the sale of €45 million reflected in the “Other operating
income” line item in our consolidated income statement (€43 million after taxes) resulting from the First
Cemig Sale. The share purchase agreements for each of UNISA and NTE in respect of the First Cemig Sale
provided for a post-closing price adjustment to be paid following the preparation of the audited financial
statements of the relevant project companies taking into account, among other variables, changes in the
share capital thereof and any dividends or distributions made between signing and closing. No such
adjustments were required to be paid under the terms of the share purchase agreements with respect to the
First Cemig Sale.

In addition to the First Cemig Sale, we signed an agreement with TAESA on March 16, 2012 to sell our
remaining 50% interest in UNISA, thereby completing the divestment of certain Brazilian transmission line
concession assets (STE, ATE, ATE Il and ATE Ill) (the “Second Cemig Sale,” and collectively with the First Cemig
Sale, the “Cemig Sales”). On June 30, 2012, all the conditions necessary to close the transaction were
fulfilled, and on July 2, we received €354 million of cash proceeds corresponding to the total price agreed for
the shares. The gain from the Second Cemig Sale of €4.5 million is reflected in the “Other operating income”
line item in our consolidated income statement for the year ended December 31, 2012. The Second Cemig
Sale includes a post-closing adjustment mechanism similar to that described above relating to the First Cemig
Sale, and we similarly do not expect any significant post-closing adjustment to be payable.

In the consolidated income statement for the years ended December 31, 2013, 2012 and 2011 included
in the Consolidated Financial Statements, the profits and losses of NTE and the four project companies we
contributed to UNISA (STE, ATE, ATE Il and ATE Ill) are fully consolidated until November 30, 2011. Following
such date through December 31, 2011, we included our 50% share in the profits and losses of UNISA
following the proportional consolidation method. In our consolidated income statement for the year ended
December 31, 2012, the profits and losses of the four project companies are recorded under the equity
method as a result of the retrospective application of IFRS 11 from January 1, 2012 until June 30, 2012, when
the Second Cemig Sale closed.

Divestment of Telvent GIT, S.A.

As of December 31, 2010 and during part of the year 2011 we held a 40% shareholding in Telvent
GIT, S.A. and its subsidiaries (“Telvent”). Despite partially reducing our share ownership in Telvent during 2009
through the sale of 7,768,844 ordinary shares for a total amount of €119 million, we remained the largest
shareholder and our 40% shareholding, along with our control of certain treasury shares held by Telvent,
permitted us to exercise de facto control over Telvent and therefore Telvent’s financial information was fully
consolidated with our consolidated financial statements for the year ended December 31, 2010 and during
the period of 2011 in which we had control over Telvent. On June 1, 2011, we announced the sale of our
investment in Telvent (the “Telvent Disposal”), in which we sold our 40% shareholding in Telvent to Schneider
Electric S.A. (“SE"). Following the agreement to sell, SE launched a tender offer to acquire all of the remaining
Telvent shares. SE launched the tender offer to acquire all Telvent shares at a price of $40 per share in cash,
which valued the business at € 1,360 million, or a premium of 36%, to Telvent's average share price over the
previous 90 days prior to the announcement of the offer. On September 5, 2011, following completion of the
customary closing conditions and the receipt of regulatory approvals, the transaction was completed. Our
cash proceeds from the Telvent Disposal were €391 million and consolidated net debt reduction was



€725 million. In addition, we recorded a gain which is included in the €91 million profit from discontinued
operations as reflected on our income statement for the year ended December 31, 2011. As a result, taking
into account the significance of Telvent to us, Telvent was treated as discontinued operations in accordance
with IFRS 5, Non-Current Assets Held for Sale and Discontinued Operations, and the results obtained from
this sale are included under a single heading, “Profit after tax from discontinued operations,” in the
consolidated income statement for the year 2011, together with the results generated by Telvent until the
moment of its sale, and the consolidated income statement for 2010 has been recasted to present Telvent as
discontinued operations. The Telvent Disposal also resulted in the removal of our Information Technologies
segment. See Note 7 to our Annual Consolidated Financial Statements included elsewhere in this annual
report.

Commencement of Operations of Projects

The comparability of our results of operations is significantly influenced by the volume of projects that
become operational during a particular year. The number of projects becoming operational and the length of
projects under construction significantly impact our revenue and operating profit, as well as our consolidated
profit after tax during a particular period, which makes the comparison of periods difficult.

The following table sets forth the principal projects that commenced operations during each of the years
ended December 31, 2013, 2012 and 2011, including the quarter in which operations began.

Segment Project 2011 2012 2013

Transmission . . ......... ATN 1st quarter
Manaus (Brazil) 1st quarter

Biofuels . ............. Salamanca (Spain)—Waste 2nd quarter
to Biofuels plant

Water. . .............. Tlemcem-Honaine Plant 4th quarter
(Algeria)
Qingdao (China) 1st quarter

Solar . ......... ... .. Solar Power Plant One 3rd quarter

(Algeria)

Helioenergy 1 (Spain) 3rd quarter

Helioenergy 2 (Spain) 1st quarter

Solacor 1 (Spain) 1st quarter

Solacor 2 (Spain) 1st quarter

Helios 1 (Spain) 2nd quarter

Solaben 3 (Spain) 2nd quarter

Solaben 2 (Spain) 4th quarter

Helios 2 (Spain) 3rd quarter

Shams (UAE) 1st quarter

Solaben 1-6 (Spain) 4th quarter

Solana (USA) 4th quarter
Cogeneration . ......... Tabasco (Mexico) 2nd quarter
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PART I.
ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS
Not applicable.

ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE
Not applicable.

ITEM 3. KEY INFORMATION
A. Selected Consolidated and Other Financial and Operating Data

The following tables present selected consolidated financial and business level information for
Abengoa, S.A. as of and for each of the years ended December 31, 2013, 2012, 2011, 2010 and 2009.

The selected financial information as of December 31, 2013 and 2012 and for the years ended
December 31, 2013, 2012 and 2011 is derived from, and qualified in its entirety by reference to, our
Consolidated Financial Statements and related notes, prepared in accordance with IFRS as issued by the IASB,
which are included elsewhere in this annual report. The selected financial information as of December 31,
2011 and as of and for the year ended December 31, 2010 is derived from, and qualified in its entirety by
reference to our Consolidated Financial Statements and related notes for the years ended December 31,
2012, 2011 and 2010 included in our final prospectus for our initial public offering in the United States filed
with the SEC pursuant to Rule 424(b) under the Securities Act of 1933 on October 17, 2013. The selected
financial information as of and for the year ended December 31, 2009 set forth below has been prepared in
accordance with IFRS as issued by the IASB, using as a basis our Consolidated Financial Statements prepared
in accordance with IFRS as adopted by the EU for this year, which are not included herein. There are no
differences, applicable to the Company, between IFRS as issued by the IASB and IFRS as adopted by the EU for
any of the periods presented.

The selected consolidated financial information as of and for the years ended December 31, 2013, 2012,
2011, 2010 and 2009 is not intended to be an indicator of our financial condition or results of operations in
the future. You should review such selected consolidated financial information together with our
Consolidated Financial Statements and notes thereto, included elsewhere in this annual report.
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The following tables should be read in conjunction with “ltem 5.A—OQOperating Results”, and our
Consolidated Financial Statements and related notes included elsewhere in this annual report.

Consolidated Income Statement Data
Revenue . . . . . .. .
Changes in inventories of finished goods and work in
PrOGIESS o ot vt i e e
Other operating income. . . ... .................
Raw materials and consumables used . . . ... ... ... ..
Employee benefit expense . . ... ... oL
Depreciation, amortization and impairment charges . . . . .
Other operating expenses . . ... ................

Operating profit . . . . ......... .. .. ... ... ......

Finance income . . . ... ... . ... ... ...
Finance expense . . . . . .. ... ... ...
Net exchange differences . . . ... ... ... ... .. ....
Other financial income/(expense) net . ... ..........

Finance expense, net. . . . . ... ......... . ... ....

Share of (loss)/profit of associates . . ..............
Profit/(loss) before income tax . . .. ... ... ........

Income tax benefit/(expense) . . . ... ... ... ...
Profit/(loss) for the year from continued operations . . .

Profit/(loss) for the year from discontinued operations,
netoftax .. ... ... ... ... ... .. ...

Profit fortheyear. ... ... ... ... ... ... ... ... ..

Profit attributable to non-controlling interest from
continued operations . . . ... ...

Profit attributable to non-controlling interest from
discontinued operations . . . ... ... ... ...

Profit for the year attributable to the parent company .

Weighted average number of ordinary shares outstanding
(thousands)® . . . . ...
Basic earnings per Share from continued operations (€ per
share) . . . ..
Basic earnings per Share from discontinued operations (€
pershare) .. ... ... ...
Basic earnings per share attributable to the parent
company (€ pershare) . . .. ... ... ... ... ... .
Weighted average number of ordinary shares outstanding
(thousands)® . . . . . .. ...
Warrants adjustments (average weighted number of
shares outstanding since issue)® . . . . ... ... ... ...
Diluted earnings per Share from continued operations (€
pershare) .. ... . ... ... ...
Diluted earnings per Share from discontinued operations
(€pershare) ... ... ... ... ..
Diluted earnings per share attributable to the parent
company (€ pershare) . . ...... ... ... ... ... .
Dividend paid per share (€ per share)® . ... .. .. ..
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Year ended December 31,

2013 20120@  2011@  2010@3  2009@C)
(€ in millions)
7,356.5 6,312.0 6,689.2 4,360.0 3,039.3
7.7 19.7 64.1 24.1 (22.5)
447 .0 485.2 598.5 7516 1,164.6
(4,458.1) (4,241.2) (4,656.1) (3,257.2) (2,667.0)
(758.4) (709.6) (610.4) (507.8) (388.1)
(571.2) (422.0) (230.6) (228.7) (255.2)
(1,229.5) (917.5) (922.2) (662.6) (644.7)
794.0 526.6 932.5 479.5 226.4
64.6 84.1 105.4 79.9 234
(661.7) (544.9) (573.8) (367.9) (180.4)
(4.2) (35.8) (28.2) (18.3) 73.2
(120.5) (158.0) (170.3) (17.7) (40.2)
(721.8) (654.6) (666.9) (324.0) (124.0)
(5.2) 17.6 4.0 8.5 10.5
67.0 (110.4) 269.6 164.0 112.8
43.9 171.9 (3.2) 17.4 (22.6)
110.9 61.5 266.4 181.4 90.2
(0.6) 32.5 129.1 81.9 112.5
110.3 94.0 395.5 263.3 202.7
(8.9) (37.3) (18.6) (53.5) (9.7)
0.0 (1.3) (2.8) (2.7) (22.7)
101.4 55.4 3741 207.2 170.3
595,905 538,063 466,634 452,349 452,349
0.17 0.04 0.53 0.28 0.18
0.00 0.06 0.27 0.18 0.20
0.17 0.10 0.80 0.46 0.38
595,905 538,063 466,634 452,349 452,349
19,995 20,021 3,348 — —
0.16 0.04 0.53 n/a(*) n/a(*)
0.00 0.06 0.27 n/a(*) n/a(*)
0.16 0.10 0.80 n/a(*) n/a(*)
0.072 0.070 0.040 0.038 0.036

Diluted earnings per share equals basic earnings per share for these periods.



As of December 31,

2013 2012 2011 2010 2009

Consolidated Statement of Financial Position

Data
Non-current assets:

Intangible assets . .. . ... ... .. .. ... . ... 842.1 1,556.7 1,290.5 1,793.5 1,490.9

Property, plant and equipment . ... ... ....... 1,273.6 1,431.6 1,502.9 1,640.3 1,864.2

Fixed assets in projects . .................. 99143 7,786.0 7,782.5 15,7448 3,623.3

Investments in associates carried under the equity

method ... ... ... ... .. 835.7 920.1 51.3 48.6 81.6

Financial investments. . . ... ... ... .. ..... 761.2 479.8 405.3 437.8 261.6

Deferred tax Assets . . .. ... ... ... .. . ...... 1,281.1 1,148.3 939.7 885.7 672.1
Total non-current assets. . . . . ........ ... ... 14,908.0 13,322.6 11,972.2 10,550.6 7,993.7
Current assets:

Inventories . . . ... ... ... 331.0 426.8 384.9 385.0 345.6

Clients and other receivables . .. ... ......... 1,870.0 2,271.3 1,806.3 2,141.4 2,002.2

Financial investments. . . .. ................ 925.8 900.0 1,013.9 913.6 482.0

Cash and cash equivalents . . .. ............. 2,951.7 2,413.2 3,738.1 2,983.2 1,546.4

Assets held forsale . . .. ......... ... .. .... 166.4 — — — —
Total current assets . . . . ............ ... ... 6,244.9 6,011.3 6,943.2 6,423.3 4,376.2
Totalassets . . .. ..... ... ... ... ... ....... 21,152.8 19,333.9 18,915.4 16,973.9 12,369.9
Totalequity . . ..... ... ... ... ... ....... 1,893.0 1,860.4 1,848.0 1,630.3 1,171.1
Non-current liabilities:

Long-term non-recourse project financing ... ... 5,736.2 4,679.0 4,983.0 3,5579 2,748.0

Long-term corporate financing . . ............ 4,735.1 4,356.4 4,1499 4,441.7 2,662.0

Other liabilities . . . . ... ... ... ... ..... 1,348.1 1,067.4 1,028.2 952.2 747.7
Total non-current liabilities . .. ... ... ..... .. 11,819.4 10,102.8 10,161.1 8,951.8 6,157.7
Current liabilities:

Short-term non-recourse project financing . ... .. 584.8 577.8 407.1 492.1 185.4

Short-term corporate financing . .. ........... 919.3 590.4 918.8 719.9 637.5

Other liabilities . . . ... .. ... . . ... ... 58150 6,202.6 5,580.4 5,179.8 4,218.2

Liabilities held forsale . . .. ... ............. 121.3 — — — —
Total current liabilities . . . . . ... ... ... ... ... 7,440.4 7,370.7 6,906.3 6,391.8 5,041.1
Total equity and liabilities . . ... ... ........ .. 21,152.8 19,333.9 18,915.4 16,973.9 12,369.9
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Cash Flow

Consolidated Cash Flow Statement Data

Gross cash flows from operating activities

Profit fot the period from continuing operations . .

Adjustments to reconcile consolidated after-tax
profit to net cash generated by operating
activities

Variations in working capital and other items

Total net cash flow generated by (used in)
operating activities

Net cash flows from investment activities
Investments
Disposals

Total net cash flows used in investment
activities

Net cash flows generated by finance activities

Net increase/(decrease) in cash and cash
equivalents
Cash and cash equivalents at the beginning of the
year
Discontinued operations
Currency translation difference on cash and cash
equivalents

Cash and cash equivalents at the end of the

Business and Geographic Activity Data

Consolidated Revenue by Activity
Engineering and Construction

Engineering and Construction
Technology and Other
Concession-Type Infrastructures

Water
Co-generation and other
Industrial Production

Biofuels
Total revenue

Year ended December 31,

2013 201200 2011@  2010@®  2009@G)
110.9 61.5 266.4 181.4 90.2
888.0 709.6 548.6 339.5 425.1

(258.3) (169.4) 4235 200.5 99.2
740.6 601.7 1,238.5 721.4 614.5

(2,400.2) (3,049.1) (3,115.9) (2,132.4) (1,974.0)
512.7 410.5 1,064.0 175.7 3353

(1,887.5) (2,638.6) (2,051.9) (1,956.7) (1,638.7)

1,886.5 845.1 1,676.0 2,632.9 1,082.9

739.7 (1,191.9) 862.6 1,397.6 58.7

2,413.2 3,723.2 2,983.2
(81.00  (51.7) (112.9)

1,546.4
(8.5)

1,333.7
76.6

(120.2)  (66.4) 5.2 47.6 77.5

2,951.7 2,413.2 3,738.1 2,983.2 1,546.4
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Year ended December 31,

2013 20120@ 2011@
4,808.5 3,780.6 4,023.9
4,472.8 3,477.8 3,710.6

335.7 302.8 313.3

518.9 393.1 440.3

321.0 281.6 131.5

66.6 37.6 237.6
40.2 20.7 21.0
91.1 53.2 50.1
2,029.1 2,138.2 2,225.0
2,029.1  2,138.2 2,225.0
7,356.5 6,312.0 6,689.2




Year ended December 31,

2013 20120@ 20119@
Consolidated Revenue by Geography
SPAIN . 1,163.2 9383 1,945.8
United Statesand Canada . .. ........... ... .. ............ 2,0453 2,0785 1,346.0
Europe (excluding Spain). . . . ... ... .. ... 863.3 877.8 727.7
Brazil . . . . .. 726.0 986.6  1,471.7
Latin America (excluding Brazil) . ... .......... .. ... ... . ..... 1,392.2 1,026.2 756.9
Other regions . .. ... .. . . ... 1,166.5 404.6 4411
Total revenue . . ... ... .. ... ... 7,356.5 6,312.0 6,689.2

Non GAAP Financial Data

Year ended December 31,

2013 2012M@ 2011@
(unaudited)

Consolidated EBITDA by Activity

Engineering and Construction . . . . ...... ... .. ... ... . ... .. 806.5 623.9 707.2

Engineering and Construction . .. ... ... ... . ... ... ... 593.3 475.5 511.2

Technology and Other . . ... ... ... . . .. .. . . ... ... .. 213.2 148.4 196.0

Concession-Type Infrastructures . . . . .. ... ... ... .. .. ... ..., 317.7 2336 303.7

Solar . . 200.3 203.4 92.9

Transmission . . . . . . 42.6 15.7 193.2

Water . .. 28.1 11.6 10.3

Co-generation and other . . ... ... ... ... .. 46.7 2.9 7.2

Industrial Production . . . ... ... ... ... ... 240.9 91.1 152.1

Biofuels . . .. ... . 240.9 91.1 152.1

Consolidated EBITDA® . . . . . ... . . ... ... ... .. ... .. ...... 1,365.1 948.6 1,163.0

(1) Intheinterim consolidated financial statements of Abengoa and its subsidiaries as of June 30, 2013, prepared in accordance with
IFRS as issued by the IASB and included in our final prospectus for our initial public offering in the United States filed with the SEC
pursuant to Rule 424(b) of the Securities Act of 1933 on October 17, 2013, the Group applied IFRS 10 and 11 that came into effect
on January 1, 2013 under IFRS-IASB. According to the terms and requirements established in IAS 8 “Accounting Policies, Changes
in Accounting Estimates and Errors” and to the specific transition guidance of the new standards, we recasted the financial
information as of and for the year ended December 31, 2012 In the final prospectus and the recasted financial information is
included herein. Financial information for prior periods was not recasted there in or herein for IFRS 10 and 11 according to the
transition guidance and consequently is not comparable with other periods presented. See “Presentation of Financial Information”
and Note 2.1.1 to our Consolidated Financial Statements.

(2)  OnlJuly 15,2013, we closed the sale of 100% of our shares in our subsidiary Befesa. On that date, we received €331 million of cash
proceeds. Taking into account the significance of the activities carried out by Befesa to Abengoa, the sale of this shareholding is
considered as a discontinued operation to in accordance with IFRS 5 “Non-Current Assets Held for Sale and Discontinued
Operations.” In accordance with this standard, the results of Befesa until the closing of the sale and the result of this sale are
included under a single heading (profit for the year from discontinued operations, net of tax) in our Consolidated Financial
Statements and under separate line items in the consolidated cash-flow statement for the year 2013. Likewise, the consolidated
income statement for the years ended December 31, 2012, 2011, 2010 and 2009 also includes the results of Befesa under a single
heading (see “Presentation of Financial Information” and Note 7 to our Consolidated Financial Statements). The Befesa Sale also
resulted in the removal of the Industrial Recycling segment from our Industrial Production activity.

(3)  Asof December 31, 2010 and during part of the year 2011, we held a 40% shareholding in Telvent. Despite partially reducing our

share ownership in Telvent during 2009, we remained the largest shareholder and our 40% shareholding, along with our control of
certain treasury shares held by Telvent, permitted us to exercise de facto control over Telvent. Therefore Telvent's financial
information was fully consolidated with our consolidated financial statements for the year ended December 31, 2010 and 2009
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and the period of 2011 in which we held control over Telvent. On June 1, 2011, we announced the sale of our investment in Telvent
to Schneider Electric S.A. (“SE”) and on September 5, 2011 the transaction was completed. As a result and taking into account the
significance of Telvent to us, Telvent was treated as discontinued operations in accordance with IFRS 5 “Non-Current Assets Held
for Sale and Discontinued Operations”. The results obtained from this sale are included under a single heading in the consolidated
income statement and under separate line items in the consolidated cash flow statement for the year 2011 and the consolidated
income statement for 2010 has been recasted to present Telvent as discontinued operations. Information presented above for the
year ended December 31, 2009 has also been recasted to present Telvent as discontinued operations. For further information
regarding the divestment of Telvent, see Note 7 to our Consolidated Financial Statements included elsewhere herein.

Number of shares considered in all periods is after the increase in Class B shares distributed for no consideration approved by the
Extraordinary General Shareholders’ Meeting on September 30, 2012 and considered effective on October 2, 2012, equivalent to a
split of shares, as described in Note 18 to our Consolidated Financial Statements.

Dividends paid per share have been calculated considering the post-split number of shares, restating prior periods in order to be
consistent with the earnings per share calculation. Dividends paid in 2013, 2012 (in two payments in July and April, respectively),
2011, 2010 and 2009 were €0.072 per share in the aggregate (U.S. $0.094), €0.070 per share (U.S. $0.088), €0.040 per share
(U.S. $0.054), €0.038 per share (U.S. $0.05) and €0.036 per share (U.S. $0.054), respectively.

Consolidated EBITDA is calculated as profit for the year from continuing operations, after adding back income tax expense/
(benefit), share of (loss)/profit of associates, finance expense net and depreciation, amortization and impairment charges of
Abengoa, S.A. Consolidated EBITDA is not a measurement of performance under IFRS as issued by the IASB and you should not
consider Consolidated EBITDA as an alternative to operating income or consolidated profits as a measure of our operating
performance, cash flows from operating, investing and financing activities as a measure of our ability to meet our cash needs or
any other measures of performance under generally accepted accounting principles. We believe that Consolidated EBITDA is a
useful indicator of our ability to incur and service our indebtedness and can assist securities analysts, investors and other parties to
evaluate us. Consolidated EBITDA and similar measures are used by different companies for different purposes and are often
calculated in ways that reflect the circumstances of those companies. Consolidated EBITDA may not be indicative of our historical
operating results, nor are meant to be predictive of potential future results. See “Presentation of Financial Information—Non-GAAP
Financial Measures.”

The following table sets forth a reconciliation of Consolidated EBITDA to our consolidated profit for the year from continuing
operations:

Year ended December 31,
2013 2012M@ 2011@

Reconciliation of profit for the year from continuing operations to
Consolidated EBITDA

Profit for the year from continuing operations . . . ... ... ... ... ... 110.9 61.5 266.4
Income tax expenses/(benefits) . . . . . . ... (43.9) (171.9) 3.2
Share of loss/(profit) of associated companies . . . ... ... ..... .. ... ... 5.2 (17.6) (4.0)
Finance expense, net . . . . . . . .. 721.8 654.6 666.9
Operating profit . . . . .. ... ... ... ... ... .. ... 794.0 526.6 932.5
Depreciation, amortization and impairment changes . . . . .. ... ... ... ... 571.2 422.0 230.6
Consolidated EBITDA (unaudited) . . . . .. ... ... ... .. ... ... ...... 1,365.1 948.6 1,163.0

The following table sets forth a reconciliation of Consolidated EBITDA to our Net cash generated by operating activities:

Year ended December 31,
2013 2012M@ 2011@

Reconciliation of Consolidated EBITDA to Net cash generated or used
from operating activities

Consolidated EBITDA (unaudited) . . . . . .. ... ... ... ... ... ..... 1,365.1 948.6 1,163.0
(Profit)/loss from sale of subsidiaries and property, plant and equipment . . . . . . — — —
Other cash finance costs and other . . . . . . .. ... ... ... .. ... .. ... . (366.2) (177.5) (348.0)
Variations in working capital . . . ... ... 228.2 177.6 784.5
Income tax (paid) . . . . . ... (12.1) (35.5) (67.6)
Interest (paid)/received . . . . . . . ... (508.9) (397.0) (380.2)
Discontinued operations . . . .. ... ... 34.5 85.5 86.8
Net cash generated or used from operating activities . . . . . ... ... ... 740.6 601.7 1,238.5
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Exchange Rate Information

The following table sets forth, for the periods indicated, the Noon Buying Rate certified by the Federal
Reserve Bank of New York expressed in U.S. dollar per €1.00. The Noon Buying Rate refers to the exchange
for euro, expressed in U.S. dollars per euro, in the City of New York for cable transfers payable in foreign
currencies as certified by the Federal Reserve Bank of New York for customs purposes. The rates may differ
from the actual rates used in the preparation of the Consolidated Financial Statements and other financial
information appearing in this annual report. We do not represent that the U.S. dollar amounts referred to
below could be or could have been converted into euro at any particular rate indicated or any other rate.

The average rate of the Noon Buying Rate means the average rates for the euro on the last day reported
of each month during the relevant period.

The Federal Reserve Bank of New York Noon Buying Rate of the euro on March 14, 2014 was $1.3924
per €1.00.

U.S. Dollar per €1.00

High Low Average Period End

Year

2009 . . 1.5100 1.2547 1.3955 1.4332
2010 . . 1.4536 1.1959 1.3218 1.3269
2010 1.4875 1.2926 1.4002 1.2973
2012 1.3463 1.2062 1.2909 1.3186
20013 1.3816 1.2774 1.3303 1.3779
Month

September 2013 . . . . ... ... 1.3537 1.3120 1.3364 1.3535
October 2013 . . . . . . .. 1.3810 1.3490 1.3646 1.3594
November 2013 . . . .. ... . . .. ... 1.3606 1.3357 1.3491 1.3606
December 2013 . . . .. ... 1.3816 1.3552 1.3708 1.3779
January 2014 . . 1.3682 1.3500 1.3618 1.3500
February 2014 . . . . . .. 1.3806 1.3507 1.3665 1.3806
March 2014 (through March 14, 2014) . ............... 1.3927 1.3731 1.3845 1.3924

B. Capitalization and Indebtedness

Not applicable.

C. Reasons for the Offer and Use of Proceeds

Not applicable.

D. Risk Factors

An investment in our securities involves significant risks. You should carefully consider the risks described
below, together with all of the other information contained in this annual report, including our Consolidated
Financial Statements and related notes included elsewhere in this annual report, before you decide to
purchase our securities. If any of these risks actually occurs, our business, prospects, financial condition or
results of operations could be materially and adversely affected, the trading price and value of our securities
could decline and you could lose all or part of your investment.
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Risks Related to Our Business and the Markets in Which We Operate

Difficult conditions in the global economy and in the global capital markets have caused, and may
continue to cause, a sharp reduction in worldwide demand for our products and services, and
negatively impact our access to the levels of financing necessary for the successful development of
our existing and future projects and the successful refinancing of our corporate indebtedness

Our results of operations have been, and continue to be, materially affected by conditions in the global
economy and in the global capital markets. Concerns over inflation, energy costs, geopolitical issues, the
availability and cost of credit, sovereign debt and the instability of the euro have contributed to increased
volatility and diminished expectations for the economy and global capital markets going forward. These
factors, combined with volatile oil prices, declining global business and consumer confidence and rising
unemployment, have precipitated an economic slowdown and have led to a recession and weak economic
growth. The economic instability and uncertainty may affect the willingness of companies to make capital
expenditures and investment in the markets in which we operate. These events and continuing disruptions in
the global economy and in the global capital markets may, therefore, have a material adverse effect on our
business, financial condition and results of operations. Moreover, even in the absence of a market downturn,
we are exposed to substantial risk of loss due to market volatility with certain factors, including consumer
spending, business investment, government spending, the volatility and strength of capital markets, inflation
affecting the business and economic environment and, ultimately, the amount and profitability of our
business.

Generalized or localized downturns or inflationary pressures in our key geographical areas could also
have a material adverse effect on the performance of our business. A significant portion of our business
activity is concentrated in Spain, Brazil and the United States, and we are significantly affected by the general
economic conditions in these countries. Spain has recently experienced negative economic conditions,
including high unemployment and significant government debt which we believe could adversely affect our
operations in the near future. We are a Spanish company and our share capital is denominated in euro. The
effects on the European and global economy of any exit of one or more member states (each a “Member
State”) from the Eurozone, the dissolution of the euro and the possible redenomination of our share capital,
financial instruments or other contractual obligations from euro into a different currency, or the perception
that any of these events are imminent, are inherently difficult to predict and could give rise to operational
disruptions or other risks of contagion to our business and have a material, adverse effect on our business,
financial condition and results of operation. In addition, to the extent uncertainty regarding the European
economic recovery continues to negatively impact government or regional budgets or demand for our
environmental services, our business and results of operations could be materially adversely affected.
Moreover, many of our customers are continually seeking to implement measures aimed at greater cost
savings, including efforts to improve cost efficiencies. These and other factors could therefore result in our
customers reducing their budgets for spending on our products and services.

The global capital and credit markets have experienced periods of extreme volatility and disruption since
the last half of 2008. Continued disruptions, uncertainty or volatility in the global capital and credit markets
may limit our access to additional capital required to operate or grow our business, including our access to
non-recourse project finance which we use to fund many of our projects, even in cases where such capital has
already been committed. Such market conditions may limit our ability to replace, in a timely manner,
maturing liabilities and access the capital necessary to grow our business, or replace financing previously
committed for a project that ceases to be available to it. As a result, we may be forced to delay raising capital,
issue shorter-term securities than we prefer, or bear a higher cost of capital which could decrease our
profitability and significantly reduce our financial flexibility. In the event that we are required to replace
previously committed financing to certain projects that subsequently becomes unavailable, we may have to
postpone or cancel planned capital expenditures or construction projects.
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Decreases in government budgets, reductions in government subsidies and adverse changes in
law may adversely affect our business and the development of existing and new projects

Economic instability and difficult economic conditions in Spain have resulted in a decline in tax revenue
obtained by our public administration customers at a time of rising public sector deficits. For example,
reductions in government infrastructure budgets have had a significant impact on our results of operations as
a substantial percentage of our revenue is derived from services we provide as a contractor or subcontractor
on various projects with governmental entities, including state-owned companies.

Poor economic conditions have affected, and continue to affect, government budgets and threaten the
continuation of government subsidies such as regulated revenues, cash grants, U.S. federal income tax
benefits and other similar subsidies that benefit our business, particularly with respect to renewable energy.
Such conditions may also lead to adverse changes in laws. For example, in the United States, due to the failure
of the U.S. Congress to enact a plan by February 28, 2013 to reduce the federal budget deficit by $1.2 trillion,
$85 billion of automatic budget cuts (known as “sequestration”) went into effect on March 1, 2013 reducing
discretionary spending by all agencies of the federal government for the remainder of the federal fiscal year
ending September 30, 2013. These cuts affected, among others, the U.S. Department of the Treasury’s, or the
U.S. Treasury, program providing for cash grants in lieu of investment tax credits (“ITCs"”). The Bipartisan
Budget Act of 2013 was approved in December 2013. This budget agreement replaces $63 billion in
sequester cuts over two years split evenly between defense and non-defense programs. Both defense and
non-defense programs will receive approximately $22.4 billion more in the government fiscal year ending
September 30, 2014 than would otherwise have been allocated under the sequestration scenario. The
discretionary spending levels for government fiscal years 2014 and 2015 have been set. While this budget
agreement provides some near-term relief, sequestration, reduction in government spending in lieu of
sequestration and fiscal issues raised by negotiations over the federal debt ceiling remain a long-term
concern. See “ltem 4.B—Regulation—United States Regulations—Solar Regulation—Renewal Energy Tax
Incentives in the United States—Section 1603 Treasury Grant Program.” In addition, a number of states and
municipal authorities are experiencing severe fiscal pressures as they seek to address mounting budget
deficits. The reduction or elimination of such subsidies or adverse changes in law could have a material
adverse effect on the profitability of our existing projects and the lack of availability of new projects
undertaken in reliance on the continuation of such subsidies could adversely affect our growth plan.

The revenue from the solar and biofuel projects that we undertake in our Concession-Type
Infrastructures and Industrial Production activities, respectively, may be adversely affected if there
is a decline in public acceptance and support of renewable energy

Certain persons, associations and groups of people could oppose renewable energy projects, citing, for
example, misuse of water resources, landscape degradation, land use, food scarcity or price increase and
harm to the environment. Moreover, regulation may restrict the development of renewable energy plants in
certain areas. In order to develop a renewable energy project, a solar power plant, or other infrastructure
project, we are typically required to obtain, among other things, environmental impact permits or other
authorizations and building permits, which in turn require environmental impact studies to be undertaken
and public hearings and comment periods to be held during which any person, association or group may
oppose a project. Any such opposition may be taken into account by government officials responsible for
granting the relevant permits, which could result in the permits being delayed or not being granted or being
granted solely on the condition that we carry out certain corrective measures to the proposed project.

As a result, we cannot guarantee that all of the renewable energy plants or infrastructure that we
currently plan to develop or, to the extent applicable, are developing will ultimately be authorized or accepted
by the local authorities or the local population. For example, the local population could oppose the
construction of a renewable energy plant or infrastructure at the local government level, which could in turn
lead to the imposition of more restrictive requirements.
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In certain jurisdictions, if a significant portion of the local population were to mobilize against the
construction of a renewable energy plant or infrastructure, it may become difficult, or impossible, for us to
obtain or retain the required building permits and authorizations. Moreover, such challenges could result in
the cancellation of existing building permits or even, in extreme cases, the dismantling of, or the retroactive
imposition of changes in the design of, existing renewable energy plants or infrastructure.

A decrease in acceptance of renewable energy plants or infrastructure by local populations, an increase
in the number of legal challenges, or an unfavorable outcome of such legal challenges could have a material
adverse effect on our business, financial condition and results of operations.

We rely on certain regulations, subsidies and tax incentives that may be changed or legally
challenged

We rely in a significant part on environmental and other regulation of industrial and local government
activities, including regulations mandating, among other things, reductions in carbon or other greenhouse
gas emissions and minimum biofuel content in fuel or use of energy from renewable sources. If the businesses
to which such regulations relate were deregulated or if such regulations were materially changed or
weakened, the profitability of our current and future projects could suffer, which could in turn have a material
adverse effect on our business, financial condition and results of operations. In addition, uncertainty
regarding possible changes to any such regulations has adversely affected in the past, and may adversely
affect in the future, our ability to finance or refinance a project or to satisfy other financing needs.

Subsidy regimes for renewable energy generation have been challenged in the past on constitutional
and other grounds (including that such regimes constitute impermissible European Union state aid) in certain
jurisdictions. In addition, certain loan guarantee programs in the United States, including those which have
enabled the U.S. Department of Energy (the “DOE") to provide loan guarantees to support our Solana,
Mojave and Hugoton projects, have been challenged on grounds of failure by the appropriate authorities to
comply with applicable U.S. federal administrative and energy law. If all or part of the subsidy and incentive
regimes for renewable energy generation in any jurisdiction in which we operate were found to be unlawful
and, therefore, reduced or discontinued, we may be unable to compete effectively with conventional and
other renewable forms of energy or we may be unable to complete certain ongoing projects. For more
information regarding recent adverse regulatory developments in Spain, see “ltem 4.B—Regulation—
Spain—Solar Regulatory Framework—Royal Decree Law 9/2013.”

The production from our renewable energy facilities is the subject of various tax relief measures or tax
incentives in the jurisdictions in which they operate. These tax relief and tax incentive measures play an
important role in the profitability of our projects. In the future, it is possible that some or all of these tax
incentives will be suspended, curtailed, not renewed or revoked. For example, our Solana and Mojave
projects are reliant on the ITC cash grant program to repay a significant portion of their respective external
debt financing and the failure to receive anticipated funds, or any funds at all, pursuant to the ITC cash grant
would have an adverse effect on our ability to receive distributions from our Solana and Mojave projects. The
occurrence of any of the above could adversely affect the profitability of our current plants and our ability to
refinance projects, which could in turn have a material adverse effect on our business, financial condition,
results of operations and cash flows.

We are subject to extensive governmental regulation in a number of different jurisdictions, and
our inability to comply with existing regulations or requirements or changes in applicable
regulations or requirements may have a negative impact on our business, results of operations or
financial condition

We are subject to extensive regulation of our business in the United States, Mexico, Spain, Peru, Brazil
and in each of the other countries in which we operate. Such laws and regulations require licenses, permits
and other approvals to be obtained in connection with the operations of our activities. This regulatory
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framework imposes significant actual, day-to-day compliance burdens, costs and risks on us. In particular, the
power plants and transmission lines that we operate in our Concession-Type Infrastructures and Industrial
Production activities are subject to strict international, national, state and local regulations relating to their
development, construction and operation (including, among other things, land acquisition, leasing and use
of land, and the corresponding building permits, landscape conservation, noise regulation, environmental
protection and environmental permits and energy power transmission and distribution network congestion
regulations). Non-compliance with such regulations could result in the revocation of permits, sanctions, fines
or even criminal penalties. Compliance with regulatory requirements, which may in the future include
increased exposure to capital markets regulations, may result in substantial costs to our operations that may
not be recovered. In addition, we cannot predict the timing or form of any future regulatory or law
enforcement initiatives. Changes in existing energy, environmental and administrative laws and regulations
may materially and adversely affect our business, margins and investments. Our business may also be affected
by additional taxes imposed on our activities, reduction of regulated tariffs and other cuts or measures. For
example, in late 2012 and throughout 2013 the Spanish government established new taxes on electricity
production, eliminated certain premiums previously payable on renewable power generation, reduced
adjustments for changes in the consumer price index and took other measures, some of which remain subject
to further regulatory development, which materially adversely affected our thermo-solar electricity
generation activity in Spain, and which, in turn, may have a material adverse effect on our business, financial
condition and results of operations as a whole. See “ltem 4.B—Regulation—Spain—Solar Regulatory
Framework” for further information.

Further, similar changes in laws and regulations could increase the size and number of claims and
damages asserted against us or subject us to enforcement actions, fines and even criminal penalties. In
addition, changes in laws and regulations may, in certain cases, have retroactive effect and may cause the
result of operations to be lower than expected. In particular, our activities in the energy sector are subject to
regulations applicable to the economic regime of generation of electricity from renewable sources and to
subsidies or public support in the benefit of the production of biofuels from renewable energy sources, which
vary by jurisdiction, and are subject to modifications that may be more restrictive or unfavorable to us.

Our business is subject to stringent environmental regulation

We are subject to significant environmental regulation, which, among other things, requires us to
perform environmental impact studies on future projects or changes to projects, obtain regulatory licenses,
permits and other approvals and comply with the requirements of such licenses, permits and other approvals.
There can be no assurance that:

e governmental authorities will approve these environmental impact studies;

e public opposition will not result in delays, modifications to or cancellation of any proposed project or
license; or

e laws or regulations will not change or be interpreted in a manner that increases our costs of
compliance or materially or adversely affects our operations or plants or our plans for the companies in
which we have an investment or to which we provide our services.

We believe that we are currently in material compliance with all applicable regulations, including those
governing the environment. While we employ robust policies with regard to environmental regulation
compliance, there are occasions where regulations are breached. On occasion, we have been found not to be
in compliance with certain environmental regulations, and have incurred fines and penalties associated with
such violations which to date have not been material in amount. We can give no assurance, however, that we
will continue to be in compliance or avoid material fines, penalties, sanctions and expenses associated with
compliance issues in the future. Violation of such regulations may give rise to significant liability, including
fines, damages, fees and expenses, and site closures. Generally, relevant governmental authorities are
empowered to clean up and remediate releases of environmental damage and to charge the costs of such
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remediation and cleanup to the owners or occupiers of the property, the persons responsible for the release
and environmental damage, the producer of the contaminant and other parties, or to direct the responsible
parties to take such action. These governmental authorities may also impose a tax or other liens on the
responsible parties to secure the parties’ reimbursement obligations.

In Brazil, environmental liability applies to any individual or legal entity (whether public or private) that
directly or indirectly causes, by action or omission, any damage to the environment. A sole fact may result in
liability of three types (civil, administrative and criminal) independently or cumulatively. Brazilian courts may
even lift the corporate veil in circumstances where a company is found to evade an environmental obligation
to indemnify damage. When the veil of the corporation is lifted, the shareholders, rather than Abengoa itself,
may be personally liable to redress the damage.

Environmental regulation has changed rapidly in recent years, and it is possible that we will be subject to
even more stringent environmental standards in the future. For example, our activities are likely to be covered
by increasingly strict national and international standards relating to climate change and related costs, and
may be subject to potential risks associated with climate change, which may have a material adverse effect on
our business, financial condition or results of operations. We cannot predict the amounts of any increased
capital expenditures or any increases in operating costs or other expenses that we may incur to comply with
applicable environmental, or other regulatory, requirements, or whether these costs can be passed on to
customers through product price increases.

New regulations related to “conflict minerals” may force us to incur additional expenses, may
make our supply chain more complex and may result in damage to our reputation with customers

On August 22, 2012, under the Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010,
or the Dodd-Frank Act, the SEC adopted new requirements for listed companies that use certain minerals and
metals, known as conflict minerals, in their products, whether or not these products are manufactured by
third parties. The term “conflict minerals” encompasses tantalum, tin, tungsten (and their ores) and gold.
These requirements, which become applicable beginning in May 2014, will require companies to conduct
due diligence and disclose whether or not such minerals originate from the Democratic Republic of Congo
and adjoining countries. We are continuing to assess whether conflict minerals are necessary to the
functionality or production of any of our products or services. If so, the implementation of these new
requirements could adversely affect the sourcing, availability and pricing of minerals used in our products or
services. In addition, we could incur additional costs to comply with the disclosure requirements, including
costs related to determining the source of any of the relevant minerals and metals used in our products or
services. Since our supply chain is complex, we may not be able to sufficiently verify the origins for these
minerals and metals used in our products or services through the due diligence procedures that we
implement, which may harm our reputation. In such event, we may also face difficulties in satisfying
customers who could require that all of the components of our products are conflict mineral-free.

We face pressure to improve the competitiveness of our renewable energy services and products

To ensure our long-term future, we must be able to compete on a non-subsidized basis with
conventional and other renewable energy sources. The current levels of government support for renewable
energy are generally intended to grant the industry a “grace period” to reduce the cost per kilowatt-hour of
electricity or per gasoline gallon equivalent generated through technological advances, cost reductions and
process improvements. Consequently, and as generation or production costs decrease, this level of
government support is likely to be gradually phased out for many critical projects in the future, although
existing and commissioned projects are expected to continue to benefit from feed-in tariffs or similar
government incentives as already set. In the medium- to long-term, a gradual but significant reduction of the
tariffs, premiums and incentives for renewable energy is likely. If these reductions continue and/or increase,
market participants, including ourselves, may need to reduce prices to remain competitive against other
alternatives. If cost reductions and product innovations do not occur, or occur at a slower pace than is
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required to achieve the necessary price reductions, this could have a material adverse effect on our business,
financial condition and results of operations.

We also face significant competition from other renewable energy providers. With regard to the solar
industry, we believe it may see significantly increased competition, as a result of new market entrants and/or
substitute renewable energy sources due to increased demand for renewable energy sources. Other
contributing factors to this increased competition are lower barriers to entry in these markets due to the
increased standardization of technologies, improved funding opportunities and increased governmental
support. Although we endeavor to maintain our competitiveness, no assurance can be given that we will
succeed. Our failure to compete successfully would negatively impact our ability to grow our business and
generate revenue, which could have a material adverse effect on our business, financial condition and results
of operations.

Increases in the cost of energy and gas could significantly increase our operating costs

Some of our activities require significant consumption of energy and gas, and we are vulnerable to
material fluctuations in their prices. Although our energy and gas purchase contracts generally include
indexing mechanisms, we cannot guarantee that these mechanisms will cover all of the additional costs
generated by an increase in energy and gas prices, particularly for long-term contracts, and some of the
contracts entered into by us do not include any indexing provisions. Significant increases in the cost of energy
or gas, or shortages of the supply of energy and/or gas, could have a material adverse effect on our business,
financial condition and results of operations.

Our business has substantial capital expenditure requirements which requires us to have access to
the global capital markets for financing

We have significant capital expenditure requirements which necessitates continued access to the global
capital markets, as well as R&D&i costs and extensive construction costs for power transmission lines, solar
power plants and installations, co-generation power plants, infrastructure for the production of ethanol and
desalination plants. Our capital expenditure and R&D&:i requirements depend on the number and type of
projects we undertake in the future. Under concessions and other agreements, we have committed to certain
future capital expenditures (see “ltem 5.A—Operating Results—Factors Affecting Our Results of
Operations—Capital Expenditures”). Any recovery of our capital expenditures and R&D&i requirements,
especially those made in respect of our concessions, will occur over a substantial period of time. Moreover, we
may be unable to recoup our investments in these projects due to delays, cost overruns and general timing
issues as to when revenue can be derived from these projects.

We must also continue to make significant expenditures on R&D&:i in order to maintain and improve our
competitive position. Furthermore, certain of our competitors may have substantially greater financial
resources than we do. Any failure by us to react quickly and effectively to technological changes, or to obtain
necessary financing to conduct appropriate R&D&i activities, could have a material adverse effect on our
business, financial condition and results of operations.

Transactions with counterparties exposes us to credit risk which we must effectively manage to
mitigate the effect of counterparty defaults

We are exposed to the credit risk implied by default on the part of a counterparty (a customer, provider,
partner or financial entity), which could impact our business, financial condition and results of operations.
Although we actively manage this credit risk through the use of non-recourse factoring contracts, which
involves banks and third parties assuming a counterparty’s credit risk, and credit insurance, our risk
management strategy may not be successful in limiting our exposure to credit risk, which could adversely
affect our business, financial condition and results of operations.
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We may be subject to increased finance expenses if we do not effectively manage our exposure to
interest rate and foreign currency exchange rate risks

We are exposed to various types of market risk in the normal course of business, including the impact of
interest rate changes and foreign currency exchange rate fluctuations. Some of our indebtedness bears
interest at variable rates, generally linked to market benchmarks such as EURIBOR and LIBOR. Any increase in
interest rates would increase our finance expenses relating to our variable rate indebtedness and increase the
costs of refinancing our existing indebtedness and issuing new debt (see “ltem 5.A—Operating Results—
Factors Affecting Our Results of Operations—Interest Rates”). In addition, we conduct our business and incur
costs in the local currency of the countries in which we operate. As we continue expanding our business into
existing markets such as North America and Latin America, and into new markets such as the Middle East,
Africa, India, China and Australia, we expect that a large and increasing percentage of our revenue and cost
of sales will be denominated in currencies other than our reporting currency, the euro. As a result, we will
become subject to increasing currency translation risk, whereby changes in exchange rates between the euro
and the other currencies in which we do business could result in foreign exchange losses.

We seek to actively manage these risks by entering into interest rate options and swaps to hedge against
interest rate risk and future currency sale and purchase contracts and foreign exchange rate swaps to hedge
against foreign exchange rate risk. If our risk management strategies are not successful in limiting our
exposure to changes in interest rates and foreign currency exchange rates, our business, financial condition
and results of operations could be materially and adversely affected.

Our competitive position could be adversely affected by changes in technology, prices, industry
standards and other factors

The markets in which our activities operate change rapidly because of technological innovations and
changes in prices, industry standards, product instructions, customer requirements and the economic
environment. New technology or changes in industry and customer requirements may render existing
products or services obsolete, excessively costly or otherwise unmarketable. As a result, we must continuously
enhance the efficiency and reliability of our existing technologies and seek to develop new technologies in
order to remain at the forefront of industry standards and customer requirements. If we are unable to
introduce and integrate new technologies into our products and services in a timely and cost-effective
manner, our competitive position will suffer and our prospects for growth will be impaired.

The delivery of our products and services to our customers and our performance under our
contracts with our customers may be adversely affected by problems related to our reliance on
third-party contractors and suppliers

The supply of some of our contracts includes services, equipment or software which we subcontract to
subcontractors, and some of our key products and services use items from third-party suppliers. The delivery
of products or services which are not in compliance with the requirements of the subcontract, or the late
supply of products and services, can cause us to be in default under our contracts with our customers. To the
extent we are not able to transfer all of the risk or be fully indemnified by third-party contractors and
suppliers, we may be subject to a claim by our customers as a result of a problem caused by a third-party that
could have a material adverse effect on our reputation, business, results of operations and financial condition.

We may be adversely affected by risks associated with acquisitions or investments in joint
ventures with third parties

If we decide to make certain acquisitions or financial investments in order to expand or diversify our
business, we may take on additional debt to pay for such acquisitions. Moreover, we cannot guarantee that
we will be able to complete all, or any, such external expansion or diversification transactions that we might
contemplate in the future. To the extent we do, such transactions expose us to risks inherent in integrating
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acquired businesses and personnel, such as the inability to achieve projected synergies; difficulties in
maintaining uniform standards, controls, policies and procedures; recognition of unexpected liabilities or
costs; and regulatory complications arising from such transactions. Furthermore, the terms and conditions of
financing for such acquisitions or financial investments could restrict the manner in which we conduct our
business, particularly if we were to use debt financing. These risks could have a material adverse effect on our
business, financial condition and results of operations.

In addition, we have made significant investments in certain strategic development projects with third
parties, including governmental entities and private entities. In certain cases, these projects are developed
pursuant to joint venture agreements over which we only have partial or joint control. Investments in projects
over which we have partial or joint control are subject to the risk that the other shareholders of the joint
venture, who may have different business or investment strategies than us or with whom we may have a
disagreement or dispute, may have the ability to block business, financial or management decisions, such as
the decision to distribute dividends or appoint members of management, which may be crucial to the success
of the project or our investment in the project, or otherwise implement initiatives which may be contrary to
our interests. Our partners may be unable, or unwilling, to fulfill their obligations under the relevant joint
venture agreements and shareholder agreements or may experience financial or other difficulties that may
adversely impact our investment in a particular joint venture. In certain of our joint ventures, we may also be
reliant on the particular expertise of our partners and, as a result, any failure to perform our obligations in a
diligent manner could also adversely impact the joint venture. If any of the foregoing were to occur, our
business, financial condition and results of operations could be materially and adversely affected.

Our backlog of unfilled orders is subject to unexpected adjustments and cancellations and is,
therefore, not a fully accurate indicator of our future revenue or earnings

At December 31, 2013, our backlog was €6,796 million. Our backlog represents management'’s estimate
of the amount of contract awards that we expect to result in future revenue. Backlog is calculated based on
the same criteria for each of our activities. A project for which the related contract has been signed is included
in the calculation of the project portfolio value. A signed contract represents a legally binding agreement,
meaning a secure revenue source in the future. The sole exception is concentrated solar power (“CSP") plants
for engineering, construction and construction (“EPC") projects, which are considered in the amount of our
backlog despite not having a contract signed, as they have been granted a feed-in tariff. Furthermore, we do
not include in backlog predicted sales from our concession activities, such as energy sales, power transmission
and water sales or commodity sales, or our industrial production activities, such as biofuel sales. Our backlog
does include expected revenue based on engineering and design specifications that may not be final and
could be revised over time, and also includes expected revenue for government and maintenance contracts
that may not specify actual monetary amounts for the work to be performed. For these contracts, our
backlog is based on an estimate of work to be performed, which is based on our knowledge of our
customers’ stated intentions. See “ltem 5.A—Operating Results—Factors Affecting Our Results of
Operations—Backlog and Concessions” and “ltem 4.B—Business Overview” for more information.
Furthermore, our ability to execute our backlog is dependent on our ability to meet our operational and
financing needs, and if we are unable to meet such needs, our ability to execute our backlog could be
adversely affected, which could materially affect our business, financial condition and results of operations.

There can be no assurance that the revenue projected in our backlog will be realized or, if realized, will
result in profit. Because of project terminations or suspensions and changes in project scope and schedule, we
cannot predict with certainty when, or if, our backlog will be actualized. We can provide no assurance that we
will not receive additional cancellations, and, even where a project proceeds as scheduled, it is possible that
the customer may default and fail to pay amounts owed to us. Material delays, cancellations or payment
defaults could materially affect our business, financial condition and results of operations.
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Our definition of backlog may not necessarily be the same as that used by other companies engaged in
activities similar to ours. As a result, the amount of our backlog may not be comparable to the backlog
reported by such other companies.

We have international operations, including in emerging markets, that could be subject to
economic, social and political uncertainties

We operate our activities in a range of international locations, including Australia, Latin America
(including Brazil), China, India, North America, the Middle East and Africa, and expect to expand our
operations into new locations in the future. Accordingly, we face a number of risks associated with operating
in different countries that may have a material adverse impact on our business, financial condition and results
of operations. These risks include, but are not limited to, adapting to the regulatory requirements of such
countries, compliance with changes in laws and regulations applicable to foreign corporations, the
uncertainty of judicial processes, and the absence, loss or non-renewal of favorable treaties, or similar
agreements, with local authorities or political, social and economic instability, all of which can place
disproportionate demands on our management, as well as significant demands on our operational and
financial personnel and business. As a result, we can provide no assurance that our future international
operations will remain successful.

In addition, we conduct business in various emerging countries worldwide. Our activities in these
countries involve a number of risks that are more prevalent than in developed markets, such as economic and
governmental instability, the possibility of significant amendments to, or changes in, the application of
governmental regulations, the nationalization and expropriation of private property, payment collection
difficulties, social problems, substantial fluctuations in interest and exchange rates, changes in the tax
framework or the unpredictability of enforcement of contractual provisions, currency control measures limits
on the repatriation of funds and other unfavorable interventions or restrictions imposed by public authorities.
For example, certain of our contracts in countries such as Peru or Mexico, are payable in local currency at the
exchange rate of the payment date. In the event of a rapid devaluation or implementation of exchange or
currency controls, we may not be able to exchange the local currency for the agreed dollar amount, which
could affect our liquidity position. Governments in Latin American frequently intervene in the economies of
their respective countries and occasionally make significant changes in policy and regulations. Governmental
actions in certain Latin American countries to control inflation and other policies and regulations have often
involved, among other measures, price controls, currency devaluations, capital controls and limits on imports.
In addition, in recent months, political upheaval, civil unrest and, in some cases, regime change and armed
conflict, have occurred in certain countries in the Middle East and Africa, including Egypt, Syria, Libya and
Tunisia. Such events have increased political instability and economic uncertainty in certain countries in the
Middle East and Africa where we currently operate or may seek to operate. Although our activities in
emerging markets are not concentrated in any specific country (other than Brazil), the occurrence of one or
more of these risks in a country or region in which we operate could have a material adverse effect on our
business, financial condition and results of operations.

We could be adversely affected by violations of the U.S. Foreign Corrupt Practices Act and similar
worldwide anti-bribery laws.

The U.S. Foreign Corrupt Practices Act, the U.K. Bribery Act of 2010 and similar anti-bribery laws in other
jurisdictions generally prohibit companies and their intermediaries from making improper payments to
officials or others for the purpose of obtaining or retaining business. Our policies mandate compliance with
these anti-bribery laws. We operate in many parts of the world that have experienced governmental
corruption to some degree and, in certain circumstances, strict compliance with anti-bribery laws may conflict
with local customs and practices. We train our personnel concerning anti-bribery laws and issues, and we also
inform our partners, subcontractors, suppliers, agents and others who work for us or on our behalf that they
must comply with anti-bribery law requirements. We also have procedures and controls in place to monitor
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compliance. We cannot assure that our internal controls and procedures always will protect us from the
possible reckless or criminal acts committed by our employees or agents. If we are found to be liable for
anti-bribery law violations (either due to our own acts or our inadvertence, or due to the acts or inadvertence
of others including our partners, agents, subcontractors or suppliers), we could suffer from criminal or civil
penalties or other sanctions, including contract cancellations or debarment, and loss of reputation, any of
which could have a material adverse effect on our business. Litigation or investigations relating to alleged or
suspected violations of anti-bribery laws, even if ultimately such litigation or investigations demonstrate that
we did not violate anti-bribery laws, could be costly and could divert management’s attention away from
other aspects of our business.

Our growth may be limited by our inability to obtain new sites and expand existing ones

Our ability to maintain our competitive position and meet our growth objectives for our operations and,
in particular, our Industrial Production activity and the Co-generation segment of our Concession-Type
Infrastructures activity depend on our ability to upgrade existing sites or acquire or lease additional sites in
strategically located areas. Our ability to obtain new sites and expand existing sites is limited by regulation and
geographic considerations. Government restrictions, including environmental, public health and technical
restrictions, limit where our facilities and plants can be located. The process of obtaining planning permission
and licenses or permits to build, operate or expand our facilities and plants involve extended hearings and
compliance with planning, environmental and other regulatory requirements. We may not be successful in
obtaining the planning permissions, licenses or permits we require or such planning permissions, license or
permits may contain onerous terms and conditions, which could have a material adverse effect on our
business, financial condition and results of operations. Furthermore, objections from the public are capable of
delaying, and even preventing, the proposed construction of a new or expanded facility or plant and the
operation of a facility or plant. As a result, we may not be able to obtain extra site capacity where it is
required. In some instances, it is also necessary for us to negotiate separate agreements with local authorities
and third parties, such as landowners, who can make demands for additional obligations.

Our solar power plants can only be constructed in locations with suitable weather conditions, sufficient
levels of solar radiation, access to water and suitable topographic features. Accordingly, the number of
feasible sites available for solar power plants is limited in many countries, including Spain and the United
States, particularly as growth in the number of installed solar plants can restrict the number of sites available
for additional plants; recent growth in the number of solar energy operators has increased competition for
available sites. Moreover, although we undertake extensive studies before investing in the development of
any particular site, the sites we choose to develop might not perform to our expectations. If these constraints
on the establishment of solar power plants were to intensify, or if the sites we ultimately choose to develop do
not perform as expected, this could have a material adverse effect on our business, financial condition and
results of operations.

The construction projects in our Engineering and Construction activity and the facilities we
operate in our Concession-Type Infrastructures and Industrial Production activities are inherently
dangerous workplaces at which hazardous materials are handled. If we fail to maintain safe work
environments, we can be exposed to significant financial losses, as well as civil and criminal
liabilities

The construction projects we undertake in our Engineering and Construction activity and the facilities we
operate in our Concession-Type Infrastructures and Industrial Production activity often put our employees and
others in close proximity with large pieces of mechanized equipment, moving vehicles, manufacturing or
industrial processes, heat or liquids stored under pressure and highly regulated materials. On most projects
and at most facilities, we are responsible for safety and, accordingly, must implement safe practices and
safety procedures. If we fail to design and implement such practices and procedures or if the practices and
procedures we implement are ineffective, our employees and others may become injured and our and others
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property may become damaged. Unsafe work sites also have the potential to increase employee turnover,
increase the cost of a project to our customers or the operation of a facility, and raise our operating costs. Any
of the foregoing could result in financial losses, which could have a material adverse impact on our business,
financial condition and results of operations.

In addition, our projects and the operation of our facilities can involve the handling of hazardous and
other highly regulated materials, which, if improperly handled or disposed of, could subject us to civil and
criminal liabilities. We are also subject to regulations dealing with occupational health and safety. Although
we maintain functional groups whose primary purpose is to ensure we implement effective health, safety,
and environmental work procedures throughout our organization, including construction sites and
maintenance sites, the failure to comply with such regulations could subject us to liability. In addition, we may
incur liability based on allegations of illness or disease resulting from exposure of employees or other persons
to hazardous materials that we handle or are present in our workplaces.

Our safety record is critical to our reputation. Many of our customers require that we meet certain safety
criteria to be eligible to bid for contracts, and many contracts provide for automatic termination or forfeiture
of some, or all, of its contract fees or profit in the event we fail to meet certain measures. As a result, our
failure to maintain adequate safety standards could result in reduced profitability or the loss of projects or
clients, and could have a material adverse impact on our business, financial condition and results of
operations.

Our business may be adversely affected by catastrophes, natural disasters, adverse weather
conditions, unexpected geological or other physical conditions, or criminal or terrorist acts at one
or more of our plants, facilities and construction sites

If one or more of our plants, facilities or construction sites were to be subject in the future to fire, flood or
a natural disaster, adverse weather conditions, terrorism, power loss or other catastrophe, or if unexpected
geological or other adverse physical conditions were to develop at any of our plants, facilities or construction
sites, we may not be able to carry out our business activities at that location or such operations could be
significantly reduced. This could result in lost revenue at these sites during the period of disruption and costly
remediation, which could have a material adverse effect on our business, financial condition and results of
operations. In addition, despite security measures taken by us, it is possible that our sites relating to our
Concession-Type Infrastructures and Industrial Production activities or other sites, could be affected by
criminal or terrorist acts. Any such acts could have a material adverse effect on our business, financial
condition and results of operations.

Our insurance may be insufficient to cover relevant risks and the cost of our insurance may
increase

Our business is exposed to the inherent risks in the markets in which we operate. Although we seek to
obtain appropriate insurance coverage in relation to the principal risks associated with our business, we
cannot guarantee that such insurance coverage is, or will be, sufficient to cover all of the possible losses we
may face in the future. If we were to incur a serious uninsured loss or a loss that significantly exceeded the
coverage limits established in our insurance policies, the resulting costs could have a material adverse effect
on our business, financial condition and results of operations.

In addition, our insurance policies are subject to review by our insurers. If the level of premiums were to
increase in the future, or certain types of insurance coverage were to become unavailable, we might not be
able to maintain insurance coverage comparable to those that are currently in effect at comparable cost, or at
all. If we were unable to pass any increase in insurance premiums on to our customers, such additional costs
could have a material adverse effect on our business, financial condition and results of operations.
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We are subject to litigation and other legal proceedings

We are subject to the risk of legal claims and proceedings and regulatory enforcement actions in the
ordinary course of our business and otherwise. The results of legal and regulatory proceedings cannot be
predicted with certainty. We cannot guarantee that the results of current or future legal or regulatory
proceedings or actions will not materially harm our business, financial condition and results of operations nor
can we guarantee that we will not incur losses in connection with current or future legal or regulatory
proceedings or actions that exceed any provisions we may have set aside in respect of such proceedings or
actions or that exceed any available insurance coverage, which may have a material adverse effect on our
business, financial condition or results of operations. We are currently subject to various claims, proceedings,
actions and investigations, including relating to possible anti-competitive practices, which could have a
material adverse effect on our business, financial condition and results of operations. See “Iltem 8.A—Legal
Proceedings.”

Unauthorized use of our proprietary technology by third parties may reduce the value of our
products, services and brand, and impair our ability to compete effectively

We rely across our business on a combination of trade secret and intellectual property laws,
non-disclosure and other contractual agreements and technical measures to protect our proprietary rights.
These measures may not be sufficient to protect our technology from third-party infringement and,
notwithstanding any remedies available, could subject us to increased competition or cause us to lose market
share. In addition, these measures may not protect us from the claims of employees and other third parties.
We also face risks with respect to the protection of our proprietary technology because the markets where
our products are sold include jurisdictions that provide less protection for intellectual property than is
provided under the laws of the United States or the European Union. Unauthorized use of our intellectual
property could weaken our competitive position, reduce the value of our products, services and brand, and
harm our business, financial condition and results of operations.

Our business may suffer if we are sued for infringing upon the intellectual property rights of third
parties

We are subject to the risk of adverse claims and litigation alleging our infringement of the intellectual
property rights of others. In the future, third parties may assert infringement claims, alleging infringement by
our current, or future, services or solutions. These claims may result in protracted and costly litigation, may
subject us to liability if we are found to have infringed upon third parties’ intellectual property rights, and,
regardless of the merits or ultimate outcome, may divert management’s attention from the operation of our
business.

Our business will suffer if we do not retain our senior management and key employees or if we do
not attract and retain other highly skilled employees

Our future success depends significantly on the full involvement of our senior management and key
employees, who have valuable expertise in all areas of our business. Our ability to retain and motivate our
senior management and key employees and attract highly skilled employees will significantly affect our ability
to run our business successfully and to expand our operations in the future. If we were to lose one or more of
our senior management or, for example, valuable local managers with significant experience in the markets in
which we operate, we might encounter difficulty in appointing replacements. This could have an adverse
impact on our business, financial condition and results of operations.
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The analysis of whether IFRIC 12 applies to certain contracts and activities, and the determination
of the proper accounting treatment at each period end if it is determined that IFRIC 12 is to be
applied, involves various complex factors and is significantly affected by legal and accounting
interpretations

We account for certain of our Concession-Type Infrastructure assets as service concession agreements in
accordance with the provisions of IFRIC 12. The infrastructures accounted for by us as service concessions
under IFRIC 12 are mainly related to the activities concerning power transmission lines, desalination plants
and thermo-solar electricity generation plants outside of Spain and (with prospective application from
January 1, 2011) in Spain.

The analysis of whether IFRIC 12 applies to certain contracts and activities involves various complex
factors and it is significantly affected by legal interpretation of certain contractual agreements or other terms
and conditions with public sector entities. In particular, the application of IFRIC 12 requires a determination
that the grantor of the concession governs what services the operator must provide using the infrastructure,
to whom and at what price and also controls any significant residual interest in the infrastructure at the end of
the term of the arrangement. When the operator of the infrastructure is also responsible for the engineering,
procurement and construction of such asset, IFRIC 12 requires the separate accounting for the revenue and
margins associated with the construction activities, which is not eliminated in consolidation even between
companies within the same consolidated group, and for the subsequent operation and maintenance of the
infrastructure. In such cases, the investment in the infrastructure used in the concession arrangement cannot
be classified as property, plant and equipment of the operator, but rather must be classified as a financial
asset or an intangible asset, depending on the nature of the payment rights established under the contract.

Therefore, the application of IFRIC 12 requires extensive judgment in relation to, among other factors,
(i) the identification of certain infrastructures and contractual agreements in the scope of IFRIC 12, (ii) the
understanding of the nature of the payments in order to determine the classification of the infrastructure as a
financial asset or as an intangible asset and (iii) the timing and recognition of the revenue from construction
and concessionary activity.

Changes in one or more of the factors described above may significantly affect our conclusions as to the
appropriateness of the application of IFRIC 12 and, therefore, our results of operations or our financial
position. As a result, if we determined that those assets were no longer within the scope of IFRIC 12, the
revenue and associated margins realized by us during the construction phase of the affected assets would no
longer be recognized in accordance with IFRIC 12 but rather would be eliminated in consolidation, resulting
in a decrease in revenue and profits in our consolidated income statement for the period reported, and a
reclassification from intangible assets to property, plant and equipment on the consolidated balance sheet. As
such, a determination that those assets ceased to be within the scope of IFRIC 12 would affect the
comparability of our results of operations and our financial condition for the periods, and as of the dates,
before and after the date on which we made that determination.

For more information about the application of IFRIC 12, see “Item 5.—A. Operating Results—Critical
Accounting Policies and Estimates—Revenue from construction contracts” and “Note 2.5 to our
Consolidated Financial Statements.”

Market perceptions concerning the instability of the euro, the potential re-introduction of
individual currencies within the Eurozone, or the potential dissolution of the euro entirely, could
adversely affect our business or financial position

As a result of the credit crisis in Europe, in particular in Greece, Italy, Ireland, Portugal and Spain, the
European Commission created the European Financial Stability Facility (the “EFSF”) and the European
Financial Stability Mechanism (the “EFSM”) to provide funding to Eurozone countries in financial difficulties
that seek such support. Throughout 2011, the EFSF and EFSM undertook a series of interventions to provide
direct financing or other credit support to European governments. In March 2011, the European Council
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agreed on the need for Eurozone countries to establish a permanent stability mechanism, the European
Stability Mechanism, which will be activated by mutual agreement, to assume the role of the EFSF and the
EFSM in providing external financial assistance to Eurozone countries after June 2013. In July 2011, the
European Council agreed to enlarge the EFSF capital guarantee from €440 billion to €780 billion, a decision
which was ratified by all relevant national legislatures in October 2011. In October 2011, the European
Council agreed to increase the ability of the EFSF to intervene in sovereign debt markets by granting it the
ability to offer insurance to third parties purchasing Eurozone sovereign debt. Throughout 2012, certain
Eurozone states announced austerity programs and other cost-cutting initiatives, and the EFSF was permitted
to further expand its powers to provide direct loans to certain Eurozone financial institutions, including
certain such institutions in Spain. Further, the ECB indicated its willingness to take further actions to support
the euro if necessary. These measures and indications helped stabilize the euro through the end of 2012 and
2013. There can be no assurance that the recent market disruptions in Europe related to sovereign debt,
including the increased cost of funding for certain governments and financial institutions and the stability of
the euro, will not reoccur, nor can there be any assurance that future assistance packages will be available or,
even if provided, will be sufficient to stabilize any affected countries and markets in Europe or elsewhere.

Uncertainty persists regarding the debt burden of certain Eurozone countries and regional governments
and the solvency of certain European financial institutions and their respective ability to meet future financial
obligations. The protracted adverse market conditions have created doubts as to the overall stability of the
euro and the suitability of the euro as a single currency given the diverse economic and political circumstances
in individual Member States. These and other concerns could lead to the re-introduction of individual
currencies in one or more Member States, or, in more extreme circumstances, the possible dissolution of the
euro entirely. Should the euro dissolve entirely, the legal and contractual consequences for holders of
euro-denominated obligations would be determined by laws in effect at such time. These potential
developments, or market perceptions concerning these and related issues, could adversely affect our business
or our financial position, as a significant principal amount of our outstanding debt securities is denominated
in euro.

The recoverability of our deferred tax assets depends on our future taxable income, which
depends on management estimates that are uncertain

Our management assesses the recoverability of deferred tax assets on the basis of estimates of future
taxable profit. These estimates are derived from the projections included in our five- and ten-year strategic
plans, which are prepared on a yearly basis and reviewed twice a year for the accuracy of the assumptions
used. As of December 31, 2013, a significant portion of our deferred tax assets are tax credits, which include
mostly tax loss carryforwards in Brazil, the United States, the Netherlands and Spain and tax credits relating to
tax incentives principally generated in Spain from our investments in R&D&i and export activities, whose
recoverability depends mostly on our capacity to generate future taxable income in such countries. Based on
our current estimates we expect to generate sufficient future taxable income to achieve the realization of our
current tax credits and tax loss carryforwards, supported by our historical trend of business performance.
However, our current and deferred income taxes may be impacted by events and transactions arising in the
normal course of business as well as by special non-recurring items. Changes in the assumptions and
estimates made by management may result in the de-recognition of these deferred tax assets on our balance
sheet if we consider that it is not probable that taxable profit will be available against which the deductible
temporary difference can be utilized, with a corresponding charge to income tax expense in the consolidated
income statement, although there would be no impact on cash flows.
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Risks Related to the Engineering and Construction Activity

Our current and future fixed-price contracts may result in significant losses if costs are greater than
anticipated

Many of our EPC contracts are fixed-price contracts which contain inherent risks because we agree to the
selling price of the project at the time we enter into the contract. The selling price is based on estimates of the
ultimate cost of the contract and we assume substantially all of the risks associated with completing the
project, as well as the post-completion warranty obligations. Most EPC contracts are fixed-price turnkey
projects where we are responsible for all aspects of the work, from engineering through construction, as well
as commissioning, all for a fixed selling price.

In addition, we assume a project’s technical risk and associated warranty obligations on all of our
projects, meaning that we must tailor products and systems to satisfy the technical requirements of a project
even though, at the time the project is awarded, we may not have previously produced such a product or
system. Warranty obligations can range from re-performance of engineering services to modification or
replacement of equipment. We also assume the risks related to revenue, cost and gross profit realized on such
contracts that can vary, sometimes substantially, from the original projections due to changes in a variety of
other factors, including but not limited to:

e engineering design changes;

¢ unanticipated technical problems with the equipment being supplied or developed by us, which may
require that we spend our own money to remedy the problem;

e changes in the cost of components, materials or labor;

e difficulties in obtaining required governmental permits or approvals;
e changes in local laws and regulations;

e changes in local labor conditions;

e project modifications creating unanticipated costs;

e delays caused by adverse weather conditions; and

e project owners’, suppliers’ or subcontractors’ failure to perform.

These risks may be exacerbated by the length of time between signing a contract and completing the
project because most of the projects that we execute are long-term. In addition, we sometimes bear the risk
of delays caused by unexpected conditions or events. We may be subject to penalties if portions of the
long-term, fixed-priced projects are not completed in accordance with agreed-upon time limits.

Failure by us to successfully defend against claims made against us by customers, suppliers or
subcontractors, or failure by us to recover adequately on claims made against customers, suppliers
or subcontractors, could materially adversely affect our business, financial condition and results of
operations

Our projects generally involve complex engineering, procurement of supplies and construction
management. We may encounter difficulties in the engineering, equipment delivery, schedule changes and
other factors, some of which are beyond our control, that affect our ability to complete the project in
accordance with the original delivery schedule or to meet the contractual performance obligations. In
addition, we rely on third-party partners, equipment manufacturers and subcontractors to assist us with the
completion of our contracts. As such, claims involving customers, suppliers and subcontractors may be
brought against us, and by us, in connection with our project contracts. Claims brought against us include
back charges for alleged defective or incomplete work, breaches of warranty and/or late completion of the
project and claims for cancelled projects. The claims and back charges can involve actual damages, as well as
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contractually agreed upon liquidated sums. Claims brought by us against customers include claims for
additional costs incurred in excess of current contract provisions arising out of project delays and changes in
the previously agreed scope of work. Claims between us and our suppliers, subcontractors and vendors
include claims like any of those described above. These project claims, if not resolved through negotiation, are
often subject to lengthy and expensive litigation or arbitration proceedings. Charges associated with claims
could materially adversely affect our business, financial condition and results of operations.

The performance of our Engineering and Construction activity is substantially dependent on the
growth of our Concession-Type Infrastructures activity

Our Engineering and Construction activity is our largest activity by revenue. A significant component of
the revenue of our Engineering and Construction activity relates to works on owned assets and the
construction of new infrastructure assets used in the Concession-Type Infrastructures activity, primarily power
plants, power transmission lines and water infrastructure. As a result, revenue and profits from our
Engineering and Construction activity are substantially dependent on global demand for new power plants,
power transmission lines and water infrastructure, and the ability of our Concession-Type Infrastructures
activity to win concession-type arrangements associated with such infrastructure. If we are unsuccessful in
growing our Concession-Type Infrastructures activity and obtaining new concession-type arrangements,
whether due to reductions in capital expenditures we plan to make on owned assets over the next several
years following significant expenditures in recent years, declines in global demand for new power plants,
power transmission lines and water infrastructure or otherwise, revenue and profits from our Engineering
and Construction activity will decline, which could materially adversely affect our business, results of
operations and financial condition.

The nature of our Engineering and Construction activity exposes us to potential liability claims and
contract disputes which may reduce our profits

Our Engineering and Construction activity engages in operations where failures in design, construction
or systems can result in substantial injury or damage to third parties. In addition, the nature of our
Engineering and Construction activity results in customers, subcontractors and vendors occasionally
presenting claims against us for recovery of cost they incurred in excess of what they expected to incur, or for
which they believe they are not contractually liable. We have been, and may in the future, be named as a
defendant in legal proceedings where parties may make a claim for damages or other remedies with respect
to our projects or other matters. These claims generally arise in the normal course of our business. When it is
determined that we have liability, we may not be covered by insurance or, if covered, the financial amount of
these liabilities may exceed our policy limits.

Risks Related to the Concession-Type Infrastructures Activity

Development, construction and operation of new projects may be adversely affected by factors
commonly associated with such projects

The development, construction and operation of conventional power plants, renewable energy facilities,
water infrastructure plants, power transmission lines and a number of our other projects can be
time-consuming and highly complex. In connection with their development and financing, we must generally
obtain government permits and approvals and sufficient financing, as well as enter into land purchase or
leasing agreements, equipment procurement and construction contracts, operation and maintenance
agreements, fuel supply and transportation agreements and any off-take arrangements. Factors that may
affect our ability to construct new projects include, among others:

e delays in obtaining regulatory approvals, including environmental permits;

e shortages or changes in the price of equipment, materials or labor and related budget overruns;
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e adverse changes in the political and/or regulatory environment in the jurisdictions in which we
operate;

e adverse weather conditions or natural disasters, accidents or other unforeseen events; and
¢ the inability to obtain financing on satisfactory terms or at all.

Any of these factors may cause delays in commencement or completion of our projects and may increase
the cost of projects. If we are unable to complete contemplated projects, the costs incurred in connection
with such projects may not be recoverable, which may have an adverse effect on our business, financial
condition and results of operations.

The concession agreements under which we conduct some of our operations are subject to
revocation or termination

Certain of our operations are conducted pursuant to concessions granted by various governmental
bodies. Generally, these concessions give us rights to provide services for a limited period of time, subject to
various governmental regulations. The governmental bodies responsible for regulating these services often
have broad powers to monitor our compliance with the applicable concession contracts and can require us to
supply them with technical, administrative and financial information. Among other obligations, we may be
required to comply with investment commitments and efficiency and safety standards established in the
concession. Such commitments and standards may be amended in certain cases by the governmental bodies.
Our failure to comply with the concession agreements or other regulatory requirements may result in
concessions not being granted, upheld or renewed in our favor, or, if granted, upheld or renewed, may not be
done on as favorable terms as currently applicable. This could have a material adverse effect on our business,
financial condition and results of operations. For more information, see “ltem 5.A—QOperating Results
Factors Affecting our Results of Operations—Backlog and Concessions”.

Revenue from our Concession-Type Infrastructures activity is significantly dependent on regulated
tariffs or other long-term fixed rate arrangements that restrict our ability to increase revenue from
these operations

The revenue that we generate from our Concession-Type Infrastructures activity is significantly
dependent on regulated tariffs or other long-term fixed rate arrangements. Under most of our concession
agreements, a tariff structure is established in such agreements, and we have limited, or no possibility to
independently raise tariffs beyond the established rates. Similarly, under a long-term power purchase
agreement, we are required to deliver power at a fixed rate for the contract period, with limited escalation
rights. In addition, we may be unable to adjust our tariffs or rates as a result of fluctuations in prices of raw
materials, exchange rates, labor and subcontractor costs during the construction phase and the operating
phase of these projects, or any other variations in the conditions of specific jurisdictions in which our
concession-type infrastructure projects are located, which may reduce our revenue. Moreover, in some cases,
if we fail to comply with certain pre-established conditions, the government or customer (as applicable) may
reduce the tariffs or rates payable to us. In addition, during the life of a concession, the relevant government
authority may unilaterally impose additional restrictions on our tariff rates, subject to the regulatory
frameworks applicable in each jurisdiction. Governments may also postpone annual tariff increases until a
new tariff structure is approved without compensating us for lost revenue. Furthermore, changes in laws and
regulations may, in certain cases, have retroactive effect and expose us to additional compliance costs or
interfere with our existing financial and business planning. In the case that any one or more of these events
occur, this could have a material adverse effect on our business, financial condition and results of operations.
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Our Water segment depends significantly on public spending on infrastructure-related water
projects and services, and reduced government spending could adversely affect our business,
financial condition and results of operations

During 2012 and 2013, the majority of the revenue from the Water segment of our Concession-Type
Infrastructures activity was generated from contracts with governmental entities. Many of these public
entities with which we do business are municipalities with limited budgets that are susceptible to annual
fluctuations from year to year. The budgets of such municipalities are often dependent on the collection of
local taxes or national government grants. As a result, resources that may be available to municipalities for
infrastructure-related projects and services may become limited, with little or no notice. In addition, measures
aimed at correcting the current economic environment have increased budget deficits of many of the
national, regional and local governments and public administrations with which we do business, and no
assurance can be given that funding for infrastructure-related projects and services will remain available at
previous levels. Furthermore, the competition from competitors for publicly funded works has become
increasingly intense, which may affect our margins in the future. Our dependence on public spending,
coupled with increasing competition, may lead to reductions in our water concession revenue, which could
have an adverse effect on our business, financial condition and results of operations.

Revenue from our power generation facilities is partially exposed to market electricity prices

In addition to regulated incentives, revenue from certain of our projects partially depends on market
prices for sales of electricity. Market prices may be volatile and are affected by various factors, including the
cost of raw materials, user demand, and if applicable, the price of greenhouse gas emission rights.

In several of the jurisdictions in which we operate, we are exposed to remuneration schemes which
contain both regulated incentive and market price components. In such jurisdictions, the regulated incentive
component may not compensate for fluctuations in the market price component, and, consequently, total
remuneration may be volatile.

There can be no assurance that market prices will remain at levels which enable us to maintain profit
margins and desired rates of return on investment. A decline in market prices below anticipated levels could
have a material adverse effect on our business, financial condition and results of operations.

Our solar projects will be negatively affected if there are adverse changes to national and
international laws and policies that support renewable energy sources

Recently, certain countries, such as the United States, a market that has become our principal market,
have enacted policies of active support for renewable energy. These policies have included feed-in tariffs and
renewable energy purchase obligations, mandatory quotas and/or portfolio standards imposed on utilities
and certain tax incentives (such as the Investment Tax Credit in the United States). See “ltem 4.B—
Regulation.”

Although support for renewable energy sources by governments and regulatory authorities in the
jurisdictions in which we operate has historically been strong, and European authorities, along with the
United States government, have reaffirmed their intention to continue such support, certain policies currently
in place may expire, be suspended or be phased out over time, cease upon exhaustion of the allocated
funding or be subject to cancellation or non-renewal. Accordingly, we cannot guarantee that such
government support will be maintained in full, in part or at all. In Spain, after years of strong support, the
Spanish government has adopted a series of measures (including measures with retroactive effect) that have
significantly and adversely affected the prospects of renewable energy in Spain. See “Iltem 4.B—Regulation—
Spain—Solar Regulatory Framework.”

The United States Congress reduced funding for a loan guarantee program that benefits, among other
energy-related projects, solar power generation. In addition, on March 1, 2013, due to the failure of the U.S.
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Congress to enact a plan by February 28, 2013 to reduce the federal budget deficit by $1.2 trillion, $85 billion
of automatic budget cuts (known as “sequestration”) went into effect reducing discretionary spending by all
agencies of the Federal government for the remainder of the Federal fiscal year ending September 30, 2013.
These cuts affect, among others, the U.S. Treasury’s program providing for cash grants in lieu of investment
tax credits. The Bipartisan Budget Act of 2013 was approved in December 2013. This budget agreement
replaces $63 billion in sequester cuts over two years split evenly between defense and non-defense programs.
See “ltem 3.D—Risk Factors—Risks Related to Our Business and the Markets in Which We Operate—
Decreases in government budgets, reductions in government subsidies and adverse changes in law may
adversely affect our business and the development of existing and new projects.”

If the governments and regulatory authorities in the jurisdictions in which we operate were to further
decrease or abandon their support for development of solar energy due to, for example, competing funding
priorities, political considerations or a desire to favor other energy sources, renewable or otherwise, the
power plants we plan to develop in the future could become less profitable or cease to be economically
viable. Such an outcome could have a material adverse effect on our business, financial condition and results
of operations.

Lack of power transmission capacity availability, potential upgrade costs to the power
transmission grid, and other systems constraints could significantly impact our ability to build
photovoltaic (“PV”) and CSP plants and generate solar electricity power sales

In order to deliver electricity from our PV and CSP plants to our customers, our projects need to connect
to the power transmission grid. The lack of available capacity on the power transmission grid could
substantially impact our projects and cause reductions in project size, delays in project implementation,
increases in costs from power transmission upgrades, and potential forfeitures of any deposit we have made
with respect to a given project. These power transmission issues, as well as issues relating to the availability of
large systems such as transformers and switch gear, could significantly impact our ability to build PV and CSP
plants and generate solar electricity sales.

Risks Related to Our Industrial Production Activity

The ability of our Industrial Production activity to operate at a profit is largely dependent on
managing the spread among the prices of inputs (grain, sugarcane, natural gas and others) and
outputs (ethanol, sugar, DGS and others), the prices of which are subject to significant volatility
and uncertainty

The results of the Biofuels segment of our Industrial Production activity are highly impacted by
commodity prices, including the spread between the cost of inputs that we must purchase and the price of
outputs that we sell. Prices and supplies are subject to, and determined by, market forces over which we have
no control, such as weather, domestic and global demand, shortages, export prices, and various
governmental policies in the United States, Europe, Brazil and around the world. As a result of price volatility
for these commodities, the operating results of the Biofuels segment of our Industrial Production activity may
fluctuate substantially. Increases in input or decreases in output prices may make it unprofitable to operate
our plants. In the last quarter of 2011 and in 2012 and 2013, our Biofuels segment was adversely affected by
rising raw materials costs of grains and sugar resulting from drought conditions in the United States and
heavy rainfall in Brazil, respectively, as well as low gasoline demand that depressed ethanol prices. No
assurance can be given that we will be able to purchase corn and natural gas at, or near, favorable prices and
that we will be able to sell ethanol, sugar or distillers grains at, or near, favorable prices. Consequently, our
results of operations and financial position may be adversely affected by increases in the price of inputs or
decreases in the price of outputs.
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Our revenue may decrease, and operating costs may increase, if we do not effectively manage our
exposure to commodity prices and supply risks through our hedging arrangements and other
strategies

We are exposed to fluctuations in the price and supply of commodities in the Biofuels segment of our
Industrial Production activity. The Biofuels segment of our Industrial Production activity competes with the
food market for the supply of grain, such as wheat, barley, corn, sorghum, and sugar. Consequently, any
increases in the cost of grains increase our costs of ethanol production. We use hedging arrangements,
including future sale and purchase contracts and options listed on organized markets, as well as
over-the-counter contracts, to mitigate these risks. Such arrangements, however, do not fully eliminate our
exposure to commodity prices and supply risk, which could materially and adversely affect our business,
financial condition and results of operations.

The price of ethanol from sugarcane is directly correlated to the price of sugar and is becoming
closely positively correlated to the price of oil, so that a decline in the price of sugar will adversely
affect our revenue from the sale of ethanol and a decline in the price of oil may adversely affect
our revenue from the sale of ethanol

The price of ethanol, generally, is closely associated with the price of sugar, and, to some degree, is
increasingly correlated to the price of oil. A significant portion of our ethanol production in Brazil is produced
at sugarcane mills that produce both ethanol and sugar. Because sugarcane millers are able to alter their
product mix in response to the relative prices of ethanol and sugar, this results in the prices of both products
being directly correlated, and the correlation between ethanol and sugar may increase over time. In addition,
sugar prices in Brazil are determined by prices in the global market, so that there is a strong correlation
between Brazilian ethanol prices and global sugar prices.

Because flex-fuel vehicles allow consumers to choose between gasoline and ethanol at the fuel pump,
ethanol prices are now becoming increasingly positively correlated to gasoline prices and, consequently, oil
prices. We believe that the positive correlation between these products will increase over time. Accordingly, a
decline in sugar prices will have an adverse effect on the financial performance of our ethanol and sugar
businesses, and a decline in oil prices may have a material adverse effect on our business, financial condition
and results of operations. However, biofuels are not the only alternative fuel for the transportation sector
currently under development in the market. Future demand for fuel will depend on the relative attractiveness
of other technologies, such as electric vehicles, synthetic fuels and other fossil fuels such as methane or liquid
petroleum gas. Certain of these technological initiatives receive public support from governments. If biofuels
do not remain an attractive alternative fuel competitive with gasoline and other emerging technologies, such
occurrence may have an adverse effect on our business, financial condition and results of operations.

We rely on third-party distribution agreements for our products which we may not be able to
maintain

We currently have several long-term contracts for the distribution of ethanol and biodiesel for a number
of our plants. If these long-term contracts were not renewed, or were renewed on terms less favorable to us,
it may have an adverse effect on our business, financial condition and results of operations.

The Biofuels segment of our Industrial Production activity may be adversely affected due to a
change in the public opinion regarding the use of grain and sugar for the production of ethanol

We may face adverse public opinion to the use of grain and sugar for the production of ethanol.
Governments responding to public pressure may put in place measures to divert the supply of grain and sugar
away from ethanol production and towards the food market, thereby inhibiting our current ethanol
production activities or our plans for future expansion, which could have a material adverse effect on our
business, financial condition and results of operations.
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Our revenue from the Biofuels segment of our Industrial Production activity may be affected by
adverse weather conditions, disease, government programs, competition, government regulation
and various factors beyond our control

Adverse weather conditions, disease, plantings, government programs and policies, competition and
changes in global demand are factors that have historically caused damage to, and affected related prices in,
grain and sugar cane crops, reducing our pool of supply for ethanol production, which may have a material
adverse effect on our business, financial condition and results of operations. In addition, government
regulation of biofuels, including the elimination of existing subsidies for biofuels in some of the markets in
which we operate, may have the result of changing consumer preferences or the prices by which we produce
and market such biofuels.

Our Industrial Production activity is subject to an increasingly demanding level of governmental
regulations and environmental legislation

Our Industrial Production activity is subject to an increasingly demanding level of governmental
regulations. Among other things, these laws and regulations impose comprehensive local, state, municipal,
foreign and supranational statutory and regulatory requirements concerning, among other matters, the
treatment, acceptance, identification, storage, handling, transportation and disposal of industrial
by-products, hazardous and solid waste materials, air emissions and soil contamination. In addition,
environmental liability in Brazil is strict and joint. As a result, we may be held liable for damages caused to the
environment by third parties hired by us for waste disposal and other services. There can be no assurance that
potential liabilities, expenditures, fines and penalties associated with environmental laws and regulations will
not be imposed on us in the future or that such liabilities, expenditures, fines or penalties will not have a
material adverse effect on our business, financial condition and results of operations.

Risks Related to Our Indebtedness
We operate with a high amount of indebtedness and we may incur significant additional debt

Our operations are capital intensive and we operate with a significant amount of indebtedness, which,
as of December 31, 2013, totaled €11,975.4 million, of which €5,654.4 million was Gross Corporate Debt
and €6,320.9 million was non-recourse financing. Additionally, we have additional corporate borrowing
capacity of €581.0 million which we may incur without triggering a breach of our financial covenants.
Moreover, as a result of our implementation of the new accounting standards set forth in IFRS 10, which
came into effect on January 1, 2012, for purposes of the Consolidated Financial Statements, we have de-
consolidated companies that do not fulfill the conditions of effective control of the interest during the
construction phase in terms of decision making for their integration in our financial statements according to
the equity method. However, it is expected that these projects will be fully consolidated again once they enter
into operation and we gain control over them, with corresponding significant increases in our long-term non-
recourse project financing, among others. Our indebtedness may increase, from time to time, in the future for
various reasons, including fluctuations in operating results, capital expenditures and potential acquisitions or
joint ventures.

Our substantial indebtedness could have important consequences to you. For example, it could:

e make it more difficult for us to successfully refinance upcoming maturities;

e make it more difficult for us to satisfy our obligations with respect to our outstanding debt obligations;
e increase our vulnerability to general adverse economic and industry conditions;

e require us to dedicate a substantial portion of our cash flow from operations to payments on our
indebtedness, thereby reducing the availability of our cash flow to fund working capital, capital
expenditures, R&D&i and other general corporate purposes;
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e restrict our ability to make certain distributions with respect to our shares and the ability of our
subsidiaries to make certain distributions to us, in light of restricted payment and other financial
covenants in our financing agreements;

e limit our flexibility in planning for, or reacting to, changes in our business and the market in which we
operate;

e place us at a competitive disadvantage compared to our competitors that have less debt; and
e |imit our ability to borrow additional funds.

If operating cash flows and other resources (for example, any available debt or equity funding or the
proceeds of asset sales or short-term financing lines) are not sufficient to repay obligations as they mature or
fund liquidity needs, we may be forced to do one or more of the following:

e delay or reduce capital expenditures;
e forego business opportunities, including acquisitions; or
e restructure or refinance all, or a portion, of our debt on or before maturity,

any or all of which could have a material adverse effect on our business, financial condition and results of
operations and, therefore, on the ability of the obligors under that debt to perform their respective
obligations in respect of our debt.

If we were to fail to satisfy any of our debt service obligations or to breach any related financial or
operating covenants, the holders of that debt could declare the full amount of the indebtedness to be
immediately due and payable and could foreclose on any assets pledged as collateral. Further, certain of our
financing arrangements contain cross-default provisions such that a default under one particular financing
arrangement could automatically trigger defaults under other financing arrangements. Such cross-default
provisions could, therefore, magnify the effect of an individual default. As a result, any default under any
indebtedness to which we are a party could result in a substantial loss to us or could otherwise have a material
adverse effect on our and our subsidiaries’ ability to perform our and their respective obligations in respect of
any of our debt obligations.

Despite our significant current leverage, the terms of the indentures and other agreements governing
our outstanding indebtedness will permit us and our subsidiaries, joint ventures and associates to incur
substantial additional debt, including secured debt, in the future. If we incur additional debt, the related risks
we now face could intensify.

Furthermore, we rely to a significant extent on short-term financing lines to finance our working capital
requirements. If these lines are withdrawn, reduced or otherwise not available to us, we could be required to
seek other sources of financing which could involve incurring substantial additional debt, including secured
debt, in the future, if available. If we are not able to replace any short-term financing lines with other sources
of financing on a timely basis, or at all, this would have a material adverse effect on our liquidity position.

Our operating and financial flexibility may be reduced by restrictive covenants in the agreements
governing our indebtedness and other financial obligations

The agreements governing our indebtedness and other financial obligations applicable to us and certain
of our subsidiaries contain various negative and affirmative covenants, including the requirement to maintain
certain specified financial ratios. Depending on the agreement, these covenants reduce our operating
flexibility as they limit our and certain of our subsidiaries’ ability to, among other things: incur additional
indebtedness; make distributions, loans, and other types of restricted payments; liquidate or dissolve the
applicable companies; enter into any spin-off, transformation, merger, or acquisition, subject to certain
exceptions set forth in the applicable agreement; and change the nature or scope of the lines of business. The
extent of the restrictions on our subsidiaries’ ability to transfer assets to us through loans, advances or cash
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dividends without the consent of third parties is significant, requiring us to include condensed financial
information regarding Abengoa, S.A. as part of our Consolidated Financial Statements. Furthermore, some of
our subsidiaries have restrictions on their ability to pay dividends or make other distributions to us, including
restrictions under the terms of the agreements governing project-level financing, or restrictions applicable in
the various jurisdictions in which we operate, such as exchange controls or similar matters. Our project-level
financing agreements generally prohibit distributions to us unless certain specific conditions are met,
including the satisfaction of financial ratios. If we or any of our applicable subsidiaries violate any of these
covenants, a default may result, which, if not cured or waived, could result in the acceleration of our debt and
could limit the ability of our subsidiaries to make distributions to us.

To service our indebtedness, we will require a significant amount of cash. We have generated
significant negative cash outflows in the last three fiscal years and our liabilities at the end of each
of those years have exceeded our tangible assets. Our ability to generate cash depends on many
factors beyond our control.

As a result of the investments we have made in our activities in the years ended December 31, 2013,
2012 and 2011, which totaled €2,257.1 million, €2,731.5 million and €2,912.9 million, respectively, in
capital expenditures, we have generated a significant amount of negative cash outflows during each of those
periods, and our liabilities at each respective period end have exceeded our tangible assets.

Our ability to make payments on, and to refinance, our indebtedness and fund planned capital
expenditures and R&D&i initiatives will depend on our ability to generate cash in the future. In addition, a
substantial part of the non-recourse financing of our project companies is fully amortized over the term of
such debt, and we rely on cash flows from such operating companies to meet our payment obligations
thereunder. Our cash flow, to a certain extent, is subject to general economic, financial, competitive,
legislative, regulatory and other factors that are beyond our control. Based on our current level of operations,
we believe our cash flow from operations, available cash and available borrowings under our credit facilities
will be adequate to meet our future liquidity needs for at least twelve months. We cannot assure you,
however, that our business will generate sufficient cash flow from operations; that ongoing cost savings and
operating improvements will be realized on schedule; that we will be able to maintain the same terms for our
payments and collections and therefore maintain our negative working capital balance; or that future
borrowings will be available to us under our credit facilities in an amount sufficient to enable us to pay our
indebtedness or to fund our other liquidity needs or to enable us to pursue our uncommitted capital
expenditure plan (see “ltem 5.B—Liquidity and Capital Resources”). We may need to refinance all, or a
portion, of our indebtedness on or before maturity. We cannot assure you that we will be able to refinance
any of our indebtedness on commercially reasonable terms, or at all.

We may not be able to raise the funds necessary to finance a mandatory prepayment of amounts
outstanding under certain of our credit facilities in the event of a change of control if so required
by a majority of the lenders or a change of control offer required by the indentures governing our
outstanding debt securities

Under the terms of certain of our credit facilities, the majority of the lenders (as defined in each such
facility) under each such facility have the right to require early repayment of all outstanding borrowings under
such facility, together with accrued interest and all accrued commissions and expenses, upon a person or
entity other than our current controlling shareholder gaining control of us. Under the terms of our
outstanding debt securities, we are required to offer to repurchase such debt securities if we experience a
change of control as defined in the indentures governing such debt securities. We may be unable to raise
sufficient funds at the time of a change of control to make such mandatory repayment of all outstanding
borrowings under those credit facilities or repurchase such debt securities.
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Existing and potential future defaults by subsidiaries, joint ventures or associates pursuant to
non-recourse indebtedness could adversely affect us

We attempt to finance certain of our projects and significant investments, including capital expenditures
typically relating to concessions or fixed tariff take-or-pay agreements, primarily under loan agreements and
related documents which, except as noted below, require the loans to be repaid solely from the revenue of
the project being financed thereby, and provide that the repayment of the loans (and interest thereon) is
secured solely by the shares, physical assets, contracts and cash flow of that project company. This type of
financing is usually referred to herein as “non-recourse debt”, “non-recourse financing” or “project
financing.” As of December 31, 2013, we had €11,975.4 million indebtedness outstanding on a consolidated
basis, of which €6,320.9 million was non-recourse debt.

While the lenders under our non-recourse project financings do not have direct recourse to us or our
subsidiaries (other than the project borrowers under those financing), defaults by the project borrowers
under such financings can still have important consequences for us and our subsidiaries, including, without
limitation:

e reducing our receipt of dividends, fees, interest payments, loans and other sources of cash, since the
project company will typically be prohibited from distributing cash to us and our subsidiaries during
the pendency of any default;

e causing us to record a loss in the event the lender forecloses on the assets of the project company; and
e the loss or impairment of investors’ and project finance lenders’ confidence in us.

Any of these events could have a material adverse impact on our financial condition and results of operations.

Any future credit rating downgrade may impair our ability to obtain financing and may
significantly increase our cost of indebtedness

Credit ratings affect the cost and other terms upon which we are able to obtain financing (or
refinancing). Rating agencies regularly evaluate us and their ratings of our default rate and existing capital
markets debt are based on a number of factors, including the credit rating of the Kingdom of Spain, where
we are incorporated. On April 26, 2012, Standard & Poor’s Rating Services (“S&P"”) downgraded the debt of
Spain from “A” to "BBB+", citing concerns related to the negative economic growth and the capital adequacy
of certain Spanish financial institutions. This was followed by rating downgrades by Fitch Ratings, Inc.
("Fitch”) on November 1, 2013, which lowered Spain’s rating from “A” to “BBB"” with a stable outlook, and
Moody's Investors Service, Inc. (“Moody’s”) on June 13, 2012, which likewise lowered Spain’s rating from
“A3" to "Baa3.” Moody’s upgraded its rating to “Baa2” on February 24, 2014, with a positive outlook. S&P
announced on October 10, 2012 that it had further lowered its long-term sovereign credit rating of the
Kingdom of Spain to “BBB-" from “BBB+" and the short-term sovereign credit rating to A-3 from A-2, with a
negative outlook on the long-term rating; the outlook was changed to stable on November 29, 2013.

Partially as a result of the downgrade of Spain, where we are incorporated, on July 17, 2012, Moody's
downgraded our corporate family rating and probability of default rating from “Ba3” to “B1" with a stable
outlook. Concurrently, Moody’s downgraded the rating on certain of our existing high-yield notes from “Ba3”
to “B1.” On November 30, 2012 Moody's changed to negative from stable the outlook on the B1 rating of
our corporate family and such high-yield notes and downgraded them on March 20, 2013 from B1 to B2 with
a stable outlook. On December 27, 2012, S&P changed the perspective of the B+ rating from stable to watch
negative of our corporate family and such high yield notes and S&P downgraded them on April 3, 2013 to
“B"” with negative outlook.

In addition, on July 25, 2012, Fitch downgraded our long-term issuer default rating from “BB"” to “B+"
with a stable outlook.

41



Any future downgrade of the Kingdom of Spain, our corporate family or of our outstanding
nonconvertible debt securities may impede our ability to obtain financing on commercially acceptable terms,
oron any terms at all, or it may interfere with our ability to implement our corporate strategy. There can be no
assurance that further credit ratings downgrades, either of Spain or our Group, will not occur. The occurrence
of any of these events could have a material adverse effect on our business, financial condition and results of
operations.

Risks Related to Ownership of the ADSs and Class B shares

The trading price of our ADSs and dividends paid on our ADSs may be materially adversely
affected by fluctuations in the exchange rate for converting euros into U.S. dollars

Market prices for our ADSs may fall if the value of euros declines against the U.S. dollar. The U.S. dollar
amount of cash dividends and other cash payments made to holders of our ADSs would be reduced if the
value of euros declines against the U.S. dollar.

Holders of our ADSs may not be able to exercise their voting rights due to delays in notification to
and by the depositary

The rights of shareholders under Spanish law to take actions such as voting their shares, receiving
dividends and distributions, bringing derivative actions, examining our accounting books and records and
exercising appraisal rights are available only to shareholders of record. Because the depositary, through its
custodian, will be the record holder of the Class B shares underlying the ADSs, a holder of ADSs will not be
entitled to the same rights as a shareholder. In its capacity as an ADS holder, an investor in the Company’s
ADSs will not able to vote, bring a derivative action, examine our accounting books and records or exercise
appraisal rights, except through the depositary.

The depositary for our ADSs may not receive voting materials for our Class B shares represented by our
ADSs in time to ensure that holders of our ADSs can instruct the depositary to vote their shares. In addition,
the depositary’s liability to holders of our ADSs for failing to carry out voting instructions or for the manner of
carrying out voting instructions is limited by the Deposit Agreement governing our ADR facility. As a result,
holders of our ADSs may not be able to exercise their right to vote and may have limited recourse against the
depositary or us, if their shares are not voted according to their request. Although holders or owners of ADSs
who withdraw Class B shares from the depositary may vote those Class B shares directly, such holders or
owners of the ADSs may not receive sufficient advance notice of shareholder meetings to enable them to
withdraw the shares and vote at such meetings.

Holders of our ADSs will have limited recourse if we or the depositary fail to meet our respective
obligations under the Deposit Agreement

The Deposit Agreement expressly limits our obligations and liability and those of the depositary. Neither
we nor the depositary will be liable if either:

e is prevented from or delayed in performing any obligation by circumstances beyond our/their control;
e exercises or fails to exercise discretion under the Deposit Agreement; or

e takes any action based upon the advice of, or information from, legal counsel, accountants, any
person presenting ordinary shares for deposit, any holder or owner of our ADSs or any other person
believed by us or the depositary in good faith to be competent to give such advice or information. In
addition, the depositary has the obligation to participate in any action, suit or other proceeding with
respect to our ADSs which may involve it in expense or liability only if it is indemnified. These provisions
of the Deposit Agreement will limit the ability of holders of our ADSs to obtain recourse if we or the
depositary fails to meet their obligations under the Deposit Agreement or if they wish to involve us or
the depositary in a legal proceeding.
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Because Inversion Corporativa IC, S.A., as the direct and indirect holder of 60.50% of our Class A
shares, controls the majority of the voting power of our outstanding share capital, other
shareholders will be unable to affect the outcome of shareholder votes with respect to most
events.

Our Class A shares have 100 votes per share and our Class B shares have one vote per share. Inversion
Corporativa IC, S.A. beneficially owns, either directly or indirectly through Finarpisa, S.A., 50,699,906 of our
Class A shares and 237,799,624 of our Class B shares and 58.18% of the total combined voting power of our
Class A shares and Class B shares outstanding as of March 17, 2014. In the event that all holders of Class A
shares other than Inversion Corporativa IC, S.A. were to convert their Class A shares to Class B shares,
Inversion Corporativa IC, S.A. would as of March 17, 2014 hold 90.81% of the total combined voting power
of our aggregate issued and outstanding Class A and Class B shares (subject to its agreement entered into on
August 27, 2012 with us not to exercise voting rights in excess of 55.93% of the voting power in the
Company unless its economic rights in us exceed such amount). Accordingly, Inversion Corporativa IC, S.A.
has and is expected to maintain the ability to determine the outcome of shareholder votes with respect to
most events that may require shareholder approval, including:

® mergers, consolidations and other business combinations;
e election or non-election of directors;

e removal of directors; and

e certain amendments to our Bylaws.

As a result, Inversion Corporativa IC, S.A. may be able to effectively approve or prevent a merger,
consolidation or other business combination, elect or not elect directors, approve or prevent the removal of a
director and approve or prevent amendments to our Bylaws. Inversion Corporativa IC, S.A.'s interests in any of
these matters may be contrary to the interests of the rest of the holders of our Class B shares.

On September 30, 2012, the Extraordinary General Shareholders’ Meeting approved a modification of
our Bylaws to enable the holders of Class B shares to enforce certain minority protection rights afforded by
Spanish corporate laws to holders of shares representing specified percentages of a company’s share capital,
including among others the right to request the calling of an extraordinary general meeting of shareholders,
to add items to the agenda of any ordinary general shareholders meeting and to challenge resolutions passed
by the board of directors. Notwithstanding this, holders of Class B shares will not, in practice, be able to
appoint directors by virtue of the proportional representation mechanism (representacion proporcional),
which is only available to holders of at least 5% of our share capital.

For more information regarding the shareholdings of Inversién Corporativa IC, S.A., see “ltem 7.A—
Major Shareholders.”

Our dual-class share structure with different voting rights could discourage others from pursuing
any change of control transactions that holders of our Class B shares and ADSs may view as
beneficial

We have two classes of voting shares. Holders of Class A shares are entitled to 100 votes per share, while
holders of Class B shares are entitled to one vote per share. Inversion Corporativa IC, S.A. beneficially owns,
either directly or indirectly through Finarpisa, S.A., 50,699,906 of our Class A shares and 237,799,624 of our
Class B shares and 58.18% of the total combined voting power of our Class A shares and Class B shares
outstanding as of March 17, 2014 (subject to its agreement entered into on August 27, 2012 with us not to
exercise voting rights in excess of 55.93% of the voting power in the Company unless its economic rights in
us exceed such amount).

Due to the disparate voting rights attached to our Class A and Class B shares, holders of our Class A
shares and, in particular, Inversién Corporativa IC, S.A. will have significant voting power over matters
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requiring shareholder approval, including election of directors and significant corporate transactions, such as
a merger or sale of our company or our assets. Because this concentrated control could discourage others
from pursuing any potential merger, takeover or other change of control transactions that holders of Class B
shares and ADSs may view as beneficial, the market price of our Class B shares and ADSs could be adversely
affected.

In addition, holders of ADSs and Class B shares may not have the same protections as the Class A shares
in the event of a takeover bid by a third-party offeror for all of the outstanding voting shares of Abengoa.
Under Spanish tender offer legislation, it is not clear whether in such event the offeror would be obligated to
offer to holders of Class B shares the same price per share that it offers to holders of our Class A shares. Our
Bylaws provide holders of Class B shares with the right to have their shares redeemed under certain
circumstances for consideration equal to the price per share offered to holders of the Class A shares in a
takeover bid launched for 100% of the voting shares not providing the same treatment for holders of Class A
shares and of Class B shares. Because the inclusion of such redemption right in our Bylaws may discourage
others from pursuing a voluntary takeover bid that holders of our Class B shares and ADSs may view as
beneficial, the market price of our Class B shares and ADSs could be adversely affected.

While our Class B shares and ADSs have similar economic rights to our Class A shares, they may
trade at different prices from our Class A shares

While our Class B shares have different voting rights from our Class A shares, the two classes of shares
are similar in terms of the economic rights that attach to them. In particular, each Class B share grants its
holder, among other things, the rights to receive the same dividend, the same payment on liquidation, the
same restitution of contributions in the event of any capital reduction, the same distribution of reserves of any
kind or of the issue premium and any other allocations as the Class A shares. Moreover, in the event of any
capital increase, holders of the Class A shares and Class B shares are both entitled to preemptive subscription
rights allowing them, upon exercise of such rights, to maintain their respective percentage ownership interest
in the share capital of Abengoa.

Despite having similar economic rights, however, the Class A shares and the Class B shares have traded in
the past at different prices from each other. We cannot provide you with any assurance that the trading price
of the Class B shares and ADSs will be correlated with the trading price of the Class A shares in the future.

Holders of our ADSs in the United States may not be able to participate in offerings of rights,
warrants or similar securities to holders of our ordinary shares on the same terms and conditions as
holders of our ordinary shares

In the event that we offer rights, warrants or similar securities to the holders of our ordinary shares or
distribute dividends payable, in whole or in part, in securities, the Deposit Agreement provides that the
depositary (after consultation with us) shall have discretion as to the procedure to be followed in making such
rights or other securities available to ADS holders including disposing of such rights or other securities and
distributing the net proceeds in U.S. dollars to ADS holders. We generally would be required to register with
the SEC any public offering of rights, warrants or other securities made to our ADS holders unless an
exemption from the registration requirements of the U.S. securities laws is available. Registering such an
offering with the SEC can be a lengthy process which may be inconsistent with the timetable for a global
capital raising operation. Consequently, we may in the future elect not to make such an offer in the United
States, including to our ADS holders in the United States and rather only conduct such an offering in an
“offshore” transaction in accordance with Regulation S under the Securities Act, as amended. Therefore,
there can be no assurance that our ADS holders will be able to participate in such an offering in the same
manner as our ordinary shareholders. In such event, the percentage ownership interest and voting power of
the Class B shareholders would decline relative to the percentage ownership interest and voting power of the
Class A shareholders and, in particular, Inversion Corporativa IC, S.A.
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As a “foreign private issuer” in the United States, we are exempt from certain rules under the U.S.
securities laws and are permitted to file less information with the SEC than U.S. companies

As a “foreign private issuer,” we are exempt from certain rules under the U.S. Securities Exchange Act of
1934, as amended (the “Exchange Act”), that impose certain disclosure obligations and procedural
requirements for proxy solicitations under Section 14 of the Exchange Act. In addition, our officers, directors
and principal shareholders are exempt from the reporting and “short-swing” profit recovery provisions of
Section 16 of the Exchange Act and the rules under the Exchange Act with respect to their purchases and
sales of our ordinary shares and ADSs. Moreover, we are not required to file periodic reports and financial
statements with the SEC as frequently or as promptly as U.S. companies whose securities are registered under
the Exchange Act. In addition, we are not required to comply with Regulation FD, which restricts the selective
disclosure of material information. Although we must comply with Spanish listing rules on insider reporting of
share ownership and on protection of inside information, there may be less publicly available information
concerning us than there is for U.S. public companies.

Judgments of U.S. courts may not be enforceable against us

Judgment of U.S. courts, including those predicated on the civil liability provisions of the federal
securities laws of the U.S. may not be enforceable in courts in Spain. As a result, our shareholders who obtain
a judgment against us in the U.S. may not be able to require us to pay the amount of the judgment.

There are limitations on enforceability of civil liabilities under U.S. federal securities laws

We are a Spanish company. Most of our officers and directors are residents of Spain and not the United
States. It may be difficult or impossible to serve legal process on persons located outside the United States and
to force them to appear in a U.S. court. It may also be difficult or impossible to enforce a judgment of a U.S.
court against persons outside the United States, or to enforce a judgment of a foreign court against such
persons in the United States. We believe that there may be doubt as to the enforceability against persons in
Spain, whether in original actions or in actions for the enforcement of judgments of U.S. courts, of civil
liabilities predicated solely upon the laws of the United States, including its federal securities laws. Because
we are a foreign private issuer, our directors and officers will not be subject to rules under the Exchange Act
that under certain circumstances would require directors and officers to forfeit to us any “short-swing” profits
realized from purchases and sales, as determined under the Exchange Act and the rules thereunder, of our
equity securities. However, under Spanish listing rules, our directors must not deal in any of our securities on
considerations of a short-term nature.

Individual shareholders of a Spanish company (including U.S. persons) have the right under Spanish law
to bring lawsuits on behalf of the company in which they are a shareholder, and on their own behalf against
the company, in certain limited circumstances. Spanish law does not permit class action lawsuits by
shareholders, except in limited circumstances.

Future sales of the Class B shares and/or the ADSs and/or equity related securities in the public
market could adversely affect the trading price of the Class B shares and the ADSs and our ability to
raise funds in new stock offerings

Future sales of substantial amounts of the Class B shares and/or the ADSs and/or equity-related securities
in the public market, or the perception that such sales could occur, could adversely affect prevailing trading
prices of the Class B shares and the ADSs and could impair our ability to raise capital through future offerings
of equity or equity-related securities. No prediction can be made as to the effect, if any, that future sales of the
Class B shares and/or the ADSs or the availability of the Class B shares and/or the ADSs and/or equity related
securities for future sale will have on the trading price of the Class B shares and the ADSs.
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The price of the Class B shares and the ADSs could be depressed by investors’ anticipation of the
potential sale in the market of substantial additional amounts of Class B shares and ADSs. Disposals of the
Class B shares and/or the ADSs would increase their offer in the market and depress their price.

The trading market for securities such as the Class B shares and the ADSs may be volatile and may
be adversely impacted by many events

The market for securities issued by issuers such as us, such as the Class B shares and the ADSs, is
influenced by economic and market conditions and, to varying degrees, market conditions, interest rates,
currency exchange rates and inflation rates in other European and other industrialized countries. There can be
no assurance that events in Spain, Europe, the United States or elsewhere will not cause market volatility or
that such volatility will not adversely affect the price of the Class B shares or the ADSs or that economic and
market conditions will not have any other adverse effect. Fluctuations in interest rates may give rise to
arbitrage opportunities based upon changes in the relative value of the Class B shares or the ADSs. Any
trading by arbitrageurs could, in turn, affect the trading prices of the Class B shares or ADSs.

ITEM 4. INFORMATION ON THE COMPANY
A. History and Development of the Company

Abengoa was formed under the laws of the Kingdom of Spain in Seville on January 4, 1941 as a limited
liability company and was subsequently changed to a limited company (sociedad anénima) on March 20,
1952. We were originally founded as Sociedad Abengoa S.L. in Seville by Javier Benjumea Puigcerver and José
Manuel Abaurre Fernandez-Pasalgua and with three friends and other family members. Our initial vision was
to manufacture a mono-phase meter for measurement of electric currents. However, we changed course due
to supply problems and, soon after, we began offering engineering consultancy services, carrying out
technical studies and completing construction works within the energy sector. Our registered office is at
C/Energia Solar, no. 2, Seville (Spain). Our headquarters are located at Campus Palmas Altas, C/Energia Solar,
1, 41014, Seville, Spain. The telephone number for our headquarters is +34 954 93 71 11.

Abengoa expanded throughout Spain in the 1950s and started its international expansion in the 1960s,
first to Latin America, then to the United States and Canada, rest of Europe, Africa, Asia and other parts of
the world. Today, Abengoa operates in more than 50 countries with offices and projects in more than 35 of
them, with Spain accounting for 16% of total revenues during 2013. Abengoa is the parent company of the
Group, which as of December 31, 2013 was made up of 578 companies, being the parent company itself,
534 subsidiaries, 19 associates and 24 joint ventures, in addition to certain companies of the Group being
involed in 227 temporary joint ventures. Additionally, the Group has a number of shareholdings of less than
20% in various further entities.

We currently conduct our traditional engineering and industrial construction business through our
subsidiary Abeinsa.

We entered the environmental services business in the 1980s with our participation in water
infrastructure projects in Spain. With the acquisition of Befesa in 2000, a company specializing in industrial
waste management, we reorganized our environmental activities under Befesa. In 2006, Befesa acquired BUS
Group AB, the founder of the original Befesa and the largest European recycler of steel dust, which
acquisition made Befesa a European leader in industrial waste recycling. On June 13, 2013, we entered into a
share purchase agreement for the sale of Befesa to funds advised by Triton Partners. On July 15, 2013, the
sale transaction was closed.

We entered the bioenergy business in the 1990s. In late 1990s, we identified the need for a renewable
energy alternative for the transport sector. We had a clear vision to achieve a critical mass in first generation
bioethanol (or “cereal” bioethanol) and to make second generation bioethanol (or “biomass” bioethanol)
commercially available through investments in R&D&i. We built our first two plants in Spain and in 2001 we
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acquired High Plains Corporation in the United States, a bioethanol producer with three plants. This new
business line was organized as Abengoa Bioenergia. In 2007, we acquired Dedini Agro and entered the
Brazilian bioenergy market.

Until September 5, 2011, we conducted our information technology business through Telvent. We first
entered this business when we acquired Sainco, a traffic automation company, in the late 1960s. As Sainco
grew and broadened its spectrum of solutions and geographical reach, Abengoa decided to take the
company public to finance its growth. As part of the reorganization undertaken prior to going public in 2004,
the brand name of Telvent was adopted. In 2008, we acquired DTN Holding Company Inc., a leader in
delivering real time business information to key decision makers in the agriculture, energy and environmental
industries. As of December 31, 2009 and 2010 and during part of the year 2011, we held a 40%
shareholding in Telvent. On June 1, 2011, we announced the sale of our investment in Telvent to Schneider
Electric S.A. and on September 5, 2011 the transaction was completed. See “Iltem 5.A—Operating Results—
Factors Affecting the Comparability of our Results of Operations—Acquisitions and Divestments—
Divestment of Telvent GIT, S.A.” for further discussion.

Abengoa began its solar power activity in 1984 when the company was one of the participants in the
construction of the Solar Platform in Almeria, Spain. Since then, multiple R&D&:i projects have been carried
out to develop different types of receivers for tower plants and parabolic trough technology, which were
partially supported by the European Union Framework Programmes. These first steps were taken in
Abengoa’s Engineering and Construction and Industrial Production business units. In 2007, with the
inauguration of the first tower technology commercial plant, PS10 (11 MW), as well as the world’s largest
low-concentration photovoltaic plant, Sevilla PV, with 1.2 MW of power output capacity, Abengoa Solar was
incorporated as a business unit.

Abengoa was formerly present in the wind sector through its ownership of Desarrollos Eolicos S.A., a
fully owned subsidiary that was sold in 2001 to the Dutch company Nuon.

On July 27, 2010, Abengoa Concessoes Brasil Holding, S.A., a subsidiary in the Concession-Type
Infrastructures segment, concluded an agreement with the company State Grid International to sell its 25%
shareholding in the companies ETEE (Expansion Transmisora de Energia Eléctrica, S.A.) and ETIM (Expansion
Transmissora Itumbiara Marimbondo), which are responsible for the concession of the 794 kilometers of
transmission lines that joins the power stations of the city of [tumbiara, in Soias, Brazil, and Marimbondo, in
the state of Minas Gerais, Brazil.

On June 2, 2011, Abengoa Concessoes entered into an agreement with TAESA to sell 50% of its
shareholding in a newly formed entity, named UNISA, to which Abengoa Concessoes contributed 100% of
its interests in four project companies that it controlled and that hold power transmission line concessions in
Brazil. These four project companies are STE, ATE, ATE Il and ATE IIl. In addition, on June 2, 2011, Abengoa
Concessoes and Abengoa Construcao Brasil Ltda. entered into an agreement with TAESA to sell 100% of the
share capital of NTE, another project company that holds a power transmission line concession in Brazil. We
subsequently signed an agreement with TAESA on March 16, 2012 to sell our remaining 50% interest in
UNISA, thereby completing the divestment of certain Brazilian transmission line concession assets (STE, ATE,
ATE Il and ATE Ill). See “Item 5.A—OQOperating Results—Factors Affecting the Comparability of our Results of
Operations—Acquisitions and Divestments—Sale of Brazilian Transmission Line Assets.”

In October 2011, we issued 17,142,858 Class B shares and warrants to purchase an additional
4,020,124 Class B shares to First Reserve as part of their €300 million investment in Abengoa. As a result of
the First Reserve investment, First Reserve acquired approximately 0.2% of the voting rights of our share
capital. For further information on First Reserve, see “ltem 7.A—Major Shareholders.”

In October 17, 2013, we carried out a capital increase of 250,000,000 Class B shares and, on
October 29, 2013, we issued 37,500,000 additional Class B shares as a result of the exercise by the
underwriters of the capital increase of their option to purchase additional shares to cover over-allotments.
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The shares were offered at a price of €1.80 per share, for total gross proceeds, including shares sold pursuant
to the option, of €517.5 million. The new Class B shares are listed on the Madrid and Barcelona stock
exchanges and, in the form of American Depositary Shares (with each American Depositary Share
representing five Class B shares), on the NASDAQ Global Select Market. The shares were offered globally,
including in the United States pursuant to a registration statement filed with the SEC.

On March 3, 2014, we announced the confidential submission of a draft Registration Statement on
Form F-1 to the SEC relating to the proposed initial public offering of the common stock of a yieldco vehicle.
The number of shares of common stock to be sold and the price range for the proposed offering have not
been determined as of the date of this annual report. We expect that the initial public offering will commence
after the SEC completes its review process, subject to market and other conditions.

B. Business overview
Overview

We are a leading engineering and clean technology company with operations in more than 50 countries
worldwide that provides innovative solutions for a diverse range of customers in the energy and
environmental sectors. Over the course of our 70-year history, we have developed a unique and integrated
business model that applies our accumulated engineering expertise to promoting sustainable development
solutions, including delivering new methods for generating power from the sun, developing biofuels,
producing potable water from seawater, efficiently transporting electricity. A cornerstone of our business
model has been investment in proprietary technologies, particularly in areas with relatively high barriers to
entry. Our Engineering and Construction activity provides sophisticated turnkey engineering, procurement
and construction ("EPC") services from design to implementation for infrastructure projects within the energy
and environmental sectors and engages in other related activities with a high technology component. Our
Concession-Type Infrastructures activity operates, manages and maintains infrastructure assets, usually
pursuant to long-term concession agreements under Build, Own, Operate and Transfer (“BOOT") schemes,
within four operating segments (Transmission, Solar, Water and Co-generation). Finally, our Industrial
Production activity produces a variety of biofuels (ethanol and biodiesel). For the year ended on December 31,
2013, our average number of employees was 26,818 people worldwide across our three business activities
and, according to industry publications, we are among the market leaders in the majority of our areas of
operation.

In order to focus our attention on our key markets, we organize our business into three activities:
Engineering and Construction, Concession Type Infrastructures and Industrial Production. Each activity is
further broken into the following operating segments: Engineering and Construction and Technology and
Other within the Engineering and Construction activity; Transmission, Solar, Water and Co-generation and
other within the Concession Type Infrastructures activity; and Biofuels segment within the Industrial
Production activity. Our three activities are focused in the energy and environmental industries, and integrate
operations throughout the value chain, including research and development and innovation (“R&D&i"),
project development, engineering and construction, and the operation and maintenance of our own assets
and those of third parties. Our activities are organized to capitalize on our global presence and scale, as well
as to leverage our engineering and technological expertise in order to strengthen our leadership positions.

We have successfully grown our business, with a compound annual growth rate of our Consolidated
EBITDA of 21% from the year ended December 31, 2002 to the year ended December 31, 2013. We have
also maintained double-digit growth in our consolidated revenue and Consolidated EBITDA on a compound
annual growth basis since our 1996 initial public offering on the Madrid and Barcelona stock exchanges. As
of December 31, 2013, we had a market capitalization of approximately €1.8 billion. As of December 31,
2013, our backlog was €6,796 million.
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Our revenue, Consolidated EBITDA and net fixed assets of the Group and by segment as of and for the

years ended December 31, 2013 and 2012 are set forth in the following tables.

For the year ended
December 31,

2013

2012M

(€ in millions)

Consolidated Revenue by Activity

Engineering and Construction . . . ... ... .. ... ... ... . ... .. ....... 4,808.5 3,780.6
Engineering and Construction . ... ... ... ... 4,472.8 3,477.8
Technology and Other. . . . .. .. ... 335.7 302.8

Concession-Type Infrastructures. . . . .. .. .. .. ... .. ... .. .. ......... 518.9 393.1
Solar . 321.0 281.6
TransmisSION . . . . . . 66.6 37.6
Water . . 40.2 20.7
Co-generation and other. . .. ... ... 91.1 53.2

Industrial Production . . . . ... ... ... 2,029.1 2,138.2
Biofuels . . . . . 2,029.1 2,138.2

Total revenue . . .. ... .. 7,356.5 6,312.0

Consolidated EBITDA by Activity (unaudited)

Engineering and Construction . . . ... ... .. .. ... ... ... . ... .. ... .. 806.5 623.9
Engineering and Construction . .. ... ... ... 593.3 475.5
Technology and Other. . .. .. .. .. . 213.2 148.4

Concession-Type Infrastructures . . . . .. ... .. ... .. ... ... .. ......... 317.7 233.6
Solar 200.3 203.4
TranSMISSION . . o o o 42.6 15.7
Water . 28.1 11.6
Co-generation and other. . ... ... ... . . ... 46.7 2.9

Industrial Production. . . ... ... .. ... .. 240.9 91.1
Biofuels . . . .. 240.9 91.1

Consolidated EBITDA . ... . . ... . . .. .. 1,365.1 948.6
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As of December 31,
2013 2012M
(€ in millions)

Net Fixed Assets by Activity

Engineering and Construction . . . . .. ... ... .. .. ... ... . ... .. ..... 611.4 527.4
Engineering and Construction . ... ... ... ... 265.5 251.9
Technology and Other .. ... ... .. . .. ... 345.9 275.5

Concession-Type Infrastructures . . ... ...... ... .. ... .. ... ......... 8,964.2 6,603.1
Solar .. 4,737.0  3,059.3
TransSMISSION . . . o o o o 2,749.8 2,428.7
Water . . 452.6 368.3
Co-generation and other . ... ... . .. . .. ... ... 1,024.8 746.8

Industrial Production . .. ..... .. .. .. .. .. .. ... 2,454.3 3,643.8
Biofuels . . . . . . . 2,4543  2,657.8
Industrial Recycling(*) . . . . .. ... . 0.0 986.0

Total netassets .. ........ ... . . .. . . . .. .. ... 12,029.9 10,7743

*)
(M

Operating segment existing until the sale of shareholding in Befesa.

Net Fixed Assets as of December 31, 2012 include the net fixed assets of Befesa, our subsidiary engaged in the industrial recycling
industry, which was sold on June 13, 2013. In accordance with IFRS 5, the results generated by Befesa are considered discontinued
operation in Abengoa’s Consolidated Financial Statements (see Notes 2 and 7 to our Consolidated Financial Statements).

Our three activities are as follows:
e Fngineering and Construction

Our Engineering and Construction activity includes two operating segments: Engineering and
Construction and Technology and Other.

Engineering and Construction

We have over 70 years of experience in the Engineering and Construction activity in the energy and
environmental sectors. We are responsible for all phases of the engineering and construction cycle,
including project identification and development, basic and detailed engineering, construction and
operation and maintenance.

In the energy sector, we are dedicated primarily to renewable energy (solar, biofuel and biomass), as
well as conventional (co-generation and combined-cycle) power plants and power transmission lines.
In 2013, we were recognized by ENR Magazine as the leading international contractor in power
transmission and distribution (“T&D") of electricity in terms of revenues, the leading international
contractor in power in terms of revenues and the leading international contractor in co-generation
and solar in terms of revenues (source: ENR).

Within the environmental sector, we build water infrastructure, desalination and water treatment
plants in Europe, the Americas, Africa and Asia. We are among the market leaders in the construction
of water desalination plants through our projects in Algeria, China, India, Ghana and Spain.

Technology and Other

The Technology and Other segment includes activities related to the sale of thermo-solar equipment
and licensing of solar thermal related technology and water management technology, as well as
innovative technology businesses such as hydrogen energy or the management of energy crops.
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e Concession-Type Infrastructures

By leveraging the expertise we have gained over the years in our Engineering and Construction activity
and by selectively developing proprietary technologies, we have developed a portfolio of investments
in concession-type infrastructures in the energy and environmental sectors where we seek to achieve
attractive returns. Many such concessions are held pursuant to long-term agreements in which we
operate and maintain assets that we initially constructed under BOOT schemes. There is limited or no
demand risk as a result of arrangements such as feed-in and ad hoc tariff regimes, take-or-pay
contracts and power or water purchase agreements, which are long-term contracts with utilities or
other offtakers for the purchase and sale of the output of our concession assets. We believe our level
of revenue visibility in this business to be very high given the nature of our assets, the long-term
arrangements under which they are operated, and the number of projects under construction where
off-take remuneration is already in place.

Our Concession-Type Infrastructure activity includes four operating segments: Transmission, Solar,
Water and Co-generation, which operate, respectively, our assets in power transmission, solar power
generation (mostly in CSP technology), water desalination and co-generation. In each instance, we
typically partner with leading international or local businesses or parastatals, such as E.ON AG
(“"E.ON"), Total S.A., Abu Dhabi Future Energy Company (“Masdar”), Centrais Eléctricas Brasileiras S.A.
(“Eletrobras”), General Electric Company (“General Electric”), Cemig, JGC Corporation, Itochu
Corporation and Algérienne des Eaux (Algerian Water Authority). In a typical partnership, we make an
equity contribution with our partners and then typically finance the infrastructure through
non-recourse project financing.

As of December 31, 2013, the average remaining duration of operation of our concession contract
portfolio was 25 years. The capacity of our solar, co-generation and water desalination plants and the
scale of our power transmission line networks are each expected to approximately double as projects
currently under construction are expected to be completed between 2014 and 2017.

We manage concession assets on five continents as diverse as power transmission lines in Brazil, Chile
and Peru, thermo-solar plants in the United States, Spain, South Africa and the United Arab Emirates,
desalination plants in India, China, the Middle East and Africa and co-generation plants in Spain and
Mexico. We pursue a flexible asset rotation strategy through which we may divest certain assets from
time to time on an opportunistic basis to maximize our overall investment returns.

e Industrial Production

Our Industrial Production activity includes one operating segment: Biofuels, in which we develop and
produce biofuels. These operations are conducted using our own assets and are focused on high
growth markets. According to industry publications and our own estimates, we enjoy a leadership
position in many of the markets in which we operate.

Biofuels

In terms of capacity, according to Ethanol Producer Magazine and the European Renewable Ethanol
Association, our Biofuels segment is currently the European market leader in ethanol production and is
the seventh largest ethanol producer in North America. We are the only operator with a significant
presence in all of the three key biofuel markets: the United States, Europe and Brazil. We are also
diversified in terms of revenue sources and, historically, we have benefited from the positive impact of
successful hedging policies.

We believe we have identified a significant market opportunity in second-generation biofuels, which
utilize biomass rather than cereal and other food crops as the primary raw material. We have invested
continually in R&D&i over the past decade in this business and have developed our own proprietary
processes and enzymes. Our pilot plant has been in operation in York (Nebraska, United States) since
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2007 and a demonstration plant in Salamanca (Spain) since 2009. We commenced construction of
our first second-generation commercial plant in Hugoton (Kansas, United States) in 2011, for which
we have been awarded a total of $132 million in loan guarantee financing and $97 million in grants
from the U.S. Department of Energy since 2007. This plant is expected to start operations in the
second quarter of 2014 and increase the number of opportunities for us to license our biomass
technology to third parties. In addition, we believe that the plant will position our business for
potential entry into the biomaterials and bioproducts industry. N-Butanol production on a commercial
scale would allow us to diversify our bioenergy business product range, reducing market volatility. A
pilot plant for development and implementation of a catalytic technology for N-Butanol production is
running since the end of 2013.

Industry and Market Opportunity

Over the last decade, global investment in the renewable energy and environmental sectors has
witnessed significant growth. Moreover, energy scarcity, the focus on reduction of carbon emissions, and the
potential increased costs of building and operating nuclear plants are expected to continue to drive
renewable technology. We expect this to continue both in the short and long-term and expect that this will
support demand for our products and services. According to the World Energy Outlook 2013, global energy
demand is expected to grow 33% by 2035, compared to 2011 levels reaching 17.400 Mtoe. As expected,
emerging economies account for more than 90% of net demand growth, and continue to be led by China,
India and the Middle East.NG 48%, nuclear 66% and renewables 77%. Qil continues to be the largest
component of primary energy mix, however demand growth slows down over the period: 1.1% p.a. until
2020 and 0.4% thereafter.

The share of renewables in primary energy use is expected to rise to 18% in 2035, from 13% in 2011,
resulting from rapidly increasing demand for modern renewables to generate power, produce heat and make
transport fuels. Power generation from renewables is expected to increase by over 7,000TWh from 2011 to
2035, making up almost half of the increase in total generation. Renewables is predicted to become the
second-largest source of electricity before 2015 and approach coal as the primary source by 2035.
Cumulative investment of $6.5 trillion will be required in renewable energy technologies from 2013 to 2035,
representing 62% of investment in new power plants through to 2035. (Source: World Energy Outlook
2013).

Consumption of biofuels is expected to increase from 1.3 Mboe/d in 2011 to 4.1 Mboe/d in 2035, to
meet 8% of road-transport fuel demand in 2035. The United States, Brazil, European Union and China will
make up more than 80% of all biofuels demand. Advanced biofuels, helping to address sustainability
concerns about conventional biofuels, will gain market share afer 2020, reaching 20% of biofuels supply in
2035. (Source: World Energy Outlook 2013).

Significant opportunities are expected in one of Abengoa’s core areas of expertise, the transmission and
distribution sectors, where a total investment of 7,000 billion dollars is estimated by 2035. Approximately
25 million km of transmission and distribution lines are expected to be built during the outlook period driven
by i) increasing demand (India, China) ii) upgrade of aged infrastructure (Europe, U.S. and Russia) and
i) integration of renewables. (Source: World Energy Outlook 2013).

Other macroeconomic trends such as continuous global population growth and increasing water scarcity
are expected to result in trends that favor the expertise and focus of our business. According to Global Water
Intelligence estimates, the 2013 global water market is worth $556.8 billion and is expected to grow at a rate
of around 3.9% per year through 2018. In particular, worldwide installed desalination capacity (industrial and
municipal) in 2012 was 75 million m3/d, which corresponds to a water desalination market value of
$3,938.3 million, and is expected to grow to $15,188.4 million by 2018. The growth rate for capital
expenditure on seawater desalination is expected to be 19.2% during that time.
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In addition, increasing environmental consciousness, reducing carbon and greenhouse gas emissions,
increasing focus on security of energy supply in many developed countries, and the related tightening of
environmental regulation are important factors that we expect to bolster global demand and provide an
impetus to our sustainable development focus.

Our Growth Strategy

Our objective is to create long-term value for our shareholders by becoming the leading global
engineering and clean technology company providing innovative solutions for sustainability in the energy and
environmental sectors. Key elements of our strategy for achieving this objective are as follows:

Maintain focus on operational excellence and technological development

Given the importance of our technological leadership to our competitive advantage, we maintain this
strength through significant investment in R&D&i which is undertaken by over approximately 800 employees.
We intend to maintain this effort to retain or enhance our market positions and cost competitiveness.

Maintain the mix of our business operations to operate a diversified business model

We have been careful to expand our business in a balanced manner, seeking to ensure that we are not
over-reliant on any particular product or service, geography or technology.

Take advantage of opportunities for organic cash flow generation in our growth markets

We look to establish ourselves early in growth markets so that we can garner leadership positions in our
businesses. We have significant experience in expanding into new and diverse markets with different
regulatory regimes that allows us to adapt and to become familiar with new markets and technologies more
quickly and helps us capitalize on future expansion opportunities in new markets.

Our business is positioned for growth through the development of both existing operations and new
investments. We have strict “return on investment” criteria that attempt to ensure that our growth plans
generate long-term, sustainable cash flows for our business. In addition, we maintain strict discipline towards
the deployment of new non-committed capital expenditures, committing to such investments only when
long-term funding has been secured.

Maintain our competitive position

We believe that we enjoy competitive advantages in many of our businesses due to factors such as our
technological leadership position, know-how and scale, as well as the relatively high barriers to entry in
certain key areas. We believe these are important factors in protecting our cash flows and profitability. We
intend to continue to focus on efficiency measures and technology investments to seek to maintain our
competitive advantages.

Asset rotation

It is part of our strategy to unlock value through asset rotations, when we think that conditions are
appropriate, in order to increase equity returns. We have a successful track record of monetizing certain of
our investments, for example:

e in the third quarter of 2011, we completed the Telvent Disposal, which generated cash proceeds of
€391 million;

¢ in the fourth quarter of 2011, we executed the First Cemig Sale which resulted in the equivalent of
€479 million of net cash proceeds in Brazilian reais;
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¢ in the second quarter of 2012, we closed the Second Cemig Sale which resulted in the equivalent of
€354 million of net cash proceeds in Brazilian reais;

¢ in the second quarter of 2013, we closed the sale of our Brazilian subsidiary, Bargoa, for a total sales
price of $80 million, which resulted in approximately $50 million of cash proceeds;

¢ in the second quarter of 2013, we entered into a share purchase agreement for the sale of 100% of
our shares in our subsidiary, Befesa, which specializes in the integral management of industrial waste,
to funds advised by Triton Partners. On July 15, 2013, we received €331 in cash proceeds
corresponding to the agreed price for the shares (and deferred compensation and other compensation
totaling €289 million) and the sale transaction was closed; and

¢ in the fourth quarter of 2013, Liberty Interactive Corporation invested $300 million in our Solana CSP
plant in the United States. The investment was made in Class A shares of Arizona Solar Holding, the
holding company of the Solana CSP plant. Such investment was made through a tax equity
partnership which permits the partners to have certain tax benefits such as accelerated depreciation
and investment tax credits.

We intend to continue to actively follow an asset rotation strategy whereby we periodically sell assets or
businesses in order to seek to optimize investment returns and free up capital for new investments or debt
reduction. We intend to follow an opportunistic approach, whereby we consider to sell assets or businesses
when we deem market conditions are attractive to us. Sales of assets or businesses may be material and may
happen at any time. We expect to continue with our asset rotation strategy through the rest of 2014. These
opportunities relate to our power transmission business in Latin America, our renewable and conventional
power assets and other assets. Our asset rotation plans constitute forward-looking information and
are subject to risks and uncertainties that could cause actual results to differ materially from the
results forecasted, including, but not limited to, our performance, industry performance, the
availability of buyers for our assets at the prices we seek, general business and economic
conditions, competition, adverse changes in applicable laws, regulations or rules, and the various
risks set forth in this annual report. See “Cautionary Statements Regarding Forward-Looking
Statements”.

Strengthen and diversify our capital structure and gain financial flexibility

We are committed to maintaining a sound capital structure and a strong liquidity position. As such, we
intend to extend the debt maturities of our existing corporate debt, prefund our cash needs and avoid
committing to new projects unless we have first secured long-term financing. We aim to continue to access
the global capital markets from time to time, as appropriate and subject to market conditions, in order to
further diversify our funding sources.

Our Business
Our operations are conducted through three segments: Engineering and Construction, Concession-Type
Infrastructures and Industrial Production.
Engineering and Construction
Overview

Our Engineering and Construction activity is dedicated to the engineering and construction of electrical,
mechanical and instrumental infrastructures in the energy, industrial, water transport and services sectors, as
well as the development of innovative technology for our businesses. Our Engineering and Construction
activity works mainly on an EPC work basis, with a strong technology and R&D&I component. Through our
Engineering and Construction activity, we provide services throughout Europe, North America, Latin America,
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the Middle East, Africa and Asia-Pacific. The segment includes two activities: Engineering and Construction,
and Technology and Other.

Our Engineering and Construction activity had revenue of €4,808.5 million and Consolidated EBITDA of
€806.5 million for the year ended December 31, 2013. In addition, our Engineering and Construction activity
had total net fixed assets of €611.4 million as of December 31, 2013.

Engineering and Construction

Our Engineering and Construction segment had revenue of €4,472.8 million and Consolidated EBITDA
of €593.3 million for the year ended December 31, 2013. In addition, our Engineering and Construction
segment had total net fixed assets of €265.5 million as of December 31, 2013.

Operations

Our core areas of operation are the development, design and construction on an EPC basis of renewable
energy (solar, ethanol, biodiesel and biomass) plants; power transmission lines; conventional energy
(co-generation and combined cycle) plants; water treatment, desalination plants, other hydraulic
infrastructures and industrial installations.

Solar Energy

Within the field of solar energy, our Engineering and Construction activity has significant experience in
designing and constructing some of the largest and most complex facilities. In 2009, our Engineering and
Construction activity completed the construction of PS20, a 20 MW tower solar thermal technology power
plant in Seville (Spain), for the solar segment of our Concession-Type Infrastructures activity. Our Engineering
and Construction activity's other work for the Solar segment of our Concession-Type Infrastructures activity
includes the construction of 13 solar 50 MW trough power plants in Spain, three of which became
operational during 2010, eight of which became operational during 2011 and 2012 and a further two which
bacame operational at the end of the third quarter of 2013. We also brought into operation a 280 MW solar
thermal project with 6 hours of molten salt storage in Solana, Arizona, the electricity from which we sell to
the Arizona Public Service Company. We also have another 280 MW solar thermal project under construction
in Mojave, California, which will sell electricity to the Pacific Gas and Electric Company. In South Africa, we
are building two solar thermal projects, one solar thermal plant with 100 MW of capacity with parabolic
trough technology, and a 50 MW tower solar thermal technology power plant, both of which will sell
electricity to the local national grid for 20 years. Additionally, we have built the Shams-1 facility in Abu Dhabi
(United Arab Emirates), with a power capacity of 100 MW. Our Engineering and Construction activity’s work
for other entities in the solar energy field includes the construction of the world’s first integrated solar
combined cycle (“ISCC") plant with 150 MW in Hassi R'"Mel (Algeria), as well as the construction of a 470 MW
power plant located in Ain-Beni-Mathar (Morocco), for the Office National de I'Electricité (“ONE"), the
Moroccan power utility, both of which have recently entered into operation. Both plants, in Algeria and
Morocco, will use combined cycle technology integrated with a solar field of parabolic trough collectors.

InJune 2012, we were selected to construct and operate a 200 MW photovoltaic plant in Imperial Valley,
California (United States). The construction of this plant started during the second half of 2012. The value of
the contract is $360 million.

In March 2013, we signed an agreement with BrightSource Energy Inc., a leading concentrating solar
thermal technology company, to jointly develop, build and operate the world's two largest solar power
towers in California. As joint partners, we will work together with BrightSource to obtain permits and
financing for the 500 MW Palen Solar Electric Generating System. We will build the plants as the engineering,
procurement and construction contractor, and will manage the operations and maintenance of the plants
once they are operating. BrightSource will provide the solar field technology and plant design. Due to
permitting delays, the development of this project is being delayed.

55



Transmission

Our Engineering and Construction activity has built more than 26,000 km of power transmission lines in
the last ten years for internal and external customers, with a proven global expertise in both EPC and
Operation and Maintainance. As of December 31, 2013, the Engineering and Construction activity had 2,660
km of high voltage power transmission lines in operation for proprietary use and 9,373 km of such lines under
construction. As of December 31, 2013, of the total backlog of €6,796 million in the Engineering and
Construction activity, approximately 35% was related to power transmission projects. In November 2013, we
were chosen by the Brazilian National Electricity Agency (“ANEEL”) to carry out a new 367 km electricity
transmission project. In August 2013 we were selected by Ukrenergo, the national energy company of
Ukraine, to develop an electricity transmission project that includes construction of a 187 kilometer line that
will connect the Zaporizhia nuclear power plant with the substation in Kakhovska. In March 2013 we were
selected by Mexico’s Federal Electricity Commission (CFE) to develop a new electricity transmission project in
Mexico. The contract includes the engineering, construction and start up of a 201 km transmission line and
two substations. In 2013, we were also chosen by the Kenya Electricity Transmission Company of the Kenyan
Ministry of Energy for an electricity transmission project that includes construction of a 132 km transmission
line and extension of an existing substation in Kenya. In December 2012, we were chosen by ANEEL to carry
out three new power transmission lines in Brazil, for a total of more than 2,400 km. During the previous year,
our Engineering and Construction activity was awarded a contract by the state owned Power Grid
Corporation of India Limited to construct a 170 km power transmission line in Karnataka (India), connecting
various localities in the environs of the city of Bangalore. In the year ended December 31, 2011, in Spain, we
worked on several projects for Red Eléctrica de Espana, the Spanish power transmission system operator. In
2009, our Engineering and Construction activity was awarded the contracts for the A4 and A7 packages of
an 800 kilovolts direct current (“DC") power transmission line in India, running from Biswanath Chariyali,
Assam to Agra, Uttar Pradesh and from Gorakhpur to the Gomti River, both in Uttar Pradesh. These projects,
which require the construction of a total of 401 km of DC power transmission lines, are under construction,
with a total of more than 900 km of lines built in the region as of today.

Biofuels

In the biofuels sector, we have constructed several plants for our Industrial Production activity on a
turnkey construction basis. These include an ethanol plant in Rotterdam (The Netherlands), with capacity to
produce up to 480 million liters of ethanol from corn or wheat, and two ethanol plants in Indiana and lllinois
(both in the United States), each with a capacity of 340 million liters. These three plants came into operation
in 2010.

We are currently constructing one of the first and few commercial-scale second generation bioethanol
production plants in Kansas, United States, which is due to start operation in the second quarter of 2014. This
plant, with a 95 million liter capacity, will be able to convert cellulosic biomass, mainly agricultural waste
products, into ethanol.

Power Plants

We have significant expertise in the design and construction of conventional power plants. In June 2013
we were selected by the U.S. power company, Portland General Electric (PGE) to develop a 440-megawatt
(MW) combined cycle power plant to supply electrical energy to half the population of Portland, Oregon
(USA). We will be responsible for the engineering, design and construction of the combined cycle power
plant under the engineering, procurement and construction (EPC) “turnkey” system. The estimated time for
the project is 36 months. In April 2012, we were selected by Elektrocieptownia Stalowa Wola S.A., Poland’s
partially state-owned energy and gas distribution company, to undertake the engineering and construction of
a 450 MW combined cycle plant in Poland, the largest such power plant to be in Poland. In December 2011,
we were awarded a contract to construct a 640 MW combined-cycled electricity power plant for Mexico's
Federal Electricity Commission, which is part of the Morelos Integral Project, an initiative to develop central
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Mexico’s infrastructure. In December 2010, our Engineering and Construction activity announced plans to
develop a 300 MW co-generation plant in Tabasco (Mexico), in partnership with General Electric Energy
Financial Services. The plant, which entered into operation at the beginning of 2013, supplies the Nuevo
Pemex gas processing complex with power and steam. Our Engineering and Construction segment’s other
power plant projects include providing repowering work on a 270 MW plant in El Sauz (Mexico), in 2003,
where we converted the plant from a single cycle thermal plant to a combined cycle plant. We have also built
five co-generation plants with over 250 MW in Spain and two co-generation plants, which use biomass as
fuel, in Brazil with 70 MW of capacity each adjacent to our bioenergy plants.

Water Infrastructure

We have extensive experience bidding on and executing EPC projects in the water infrastructure sector
globally. Our Engineering and Construction activity specializes in the design and construction of large
desalination plants, particularly those using reverse osmosis technologies. Reverse osmosis is a common
method of desalination consisting of the separation of the various components of a liquid solution through
the forces applied to a semi-permeable membrane. In addition to reverse osmosis desalination plants, our
Engineering and Construction activity designs and constructs waste water treatment stations and plants and
designs, constructs and overhauls hydroelectric plants, irrigation lines and piping lines (including repairing,
improving, reconstructing aqueducts, tunnels, drains, service roads and bridges, and installing monitoring
and automation equipment). Since 2000, our Engineering and Construction activity has constructed seven
desalination plants with capacity totaling 660,000 m3/day and it is currently constructing two additional
plants with capacity totaling 260,000 m3/day. In January 2013, we were awarded a water project in Chile
worth $65 million to supply water to the mining industry in the Copiapé valley from the desalination plant in
Caldera, in the Atacama region. In July 2012, we were chosen by ACWA Power International to develop a
desalination plant using reverse osmosis technology in Barka, Oman. The project will have the capacity to
supply more than 225,000 people with a capacity to desalinate 45,000 m3/day. We will be responsible for the
design, engineering and construction of the plant as well as its subsequent operation and maintenance
support. In October 2011, we were awarded a contract by Conagua, the Mexican water commission, to
perform construction, equipping and maintenance works for a 139 km aqueduct project to supply potable
water to 1.5 million people. We are currently bidding on multiple new EPC projects and considering new
opportunities in various countries and regions, including China, India, Latin America, the Middle East, Africa
and the United States.

Other Selected Expertise

Our Engineering and Construction activity also designs, supplies, manufactures, assembles and tests
mechanical systems associated with hydroelectric power plants, thermal plants, combined-cycle plants,
co-generation plants, gas plants, and the chemical and petrochemical industry. In addition, our Engineering
and Construction activity provides thermal and acoustic insulation and supplies and installs refractory
material, fire protection systems and smoke sectoring curtains. Examples of such projects include repair and
insulation works for Repsol, BP plc (“BP") and Compania Espanola de Petroleos, S.A.'s refineries in Spain. Our
Engineering and Construction activity also provides installation and infrastructure services in chemical and
gas production plants, nuclear and thermal power plants, and individual buildings.

Our Engineering and Construction activity includes EPC activities related to the engineering and
installation of electrical, mechanical and instrumental infrastructure for the energy, industrial, transportation
and services sectors. Our Engineering and Construction activity also provides electrical installations for
thermal and combined-cycle power plants, substations and transformation centers, airport infrastructure,
industrial infrastructure, individual buildings and maritime and railway transportation. Projects include
providing the electrical installation for the electric substations of the Alta Velocidad Espanola (“AVE") high
speed train line running between Madrid and Valencia, Spain, commissioned in 2010.
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Our Engineering and Construction activity provides engineering and integration services on an EPC basis
for telecommunications networks. Its main telecommunications customer is Telefonica de Espana, S.A.U., for
which it provides construction and maintenance services. We also provide products and services for the
deployment and installation of telecommunication networks.

Maintenance and Service

Our Engineering and Construction activity provides operation and maintenance services for conventional
and renewable energy power plants. The operation and maintenance services for power plants include
preventive, scheduled and corrective maintenance of equipment and systems and the operation thereof to
ensure that the facility operates reliably and meets its technical specifications with a view to minimizing fuel
consumption and greenhouse gas emissions while maximizing production. In 2009, the Engineering and
Construction activity conducted operation and maintenance activities at the Ain Beni Mathar ISCC plant in
Ain-Beni-Mathar (Morocco), of 470 MWe. Our Engineering and Construction activity also provides various
operation and maintenance services in chemical and gas production plants and nuclear and thermal power
plants. Such work includes services provided for maintenance and instrumentation, operation and loading,
and modifications for both the Almaraz and Trillo nuclear power plants in Spain.

Industry and Competition

The prevailing economic and financial climate is having a mixed impact on the industrial engineering and
construction industry in developed markets. Investment and current projects under negotiation or in progress
have slowed significantly, competition is robust, customers are facing significant difficulties in acquiring
funding and their insolvency risk is high. However, there have been indications of increased public spending in
infrastructure in the mid-term and growth in renewable energies. Other developments in this industry include
increased international demand in both established and emerging markets for sustainable and renewable
energy infrastructure. In addition, the strong growth in emerging markets in the last few years resulted in
significant investment in energy infrastructure to meet increased demands resulting from the rapid
industrialization of these economies. This investment is also to an extent, strategically driven, as local
governments seek to stimulate their economies through infrastructure spending.

Our Engineering and Construction activity also performs significant work for our Concession-Type
Infrastructures and Industrial Production activities. As a result, this activity is impacted by factors relevant to
the industries in which those two activities operate.

According to the International Monetary Fund’s latest World Economy Outlook, global activity in 2014 is
expected to strengthen moderately but the risks to the forecast remain to the downside. The strength is
projected to come from the advanced economies, where output is expected to expand at a pace of about two
percent in 2014, about three-quarters of a percentage point more than in 2013. Drivers of the projected
uptick are a stronger U.S. economy, an appreciable reduction in fiscal tightening (except in Japan), and highly
accommodative monetary conditions. Growth in the euro area will be held back by the very weak economies
in the periphery. Emerging market and developing economies are projected to expand by about five percent
in 2014, at lower rates than in the previous year, as fiscal policy is forecast to stay broadly neutral and real
interest rates to remain relatively low. Unemployment will remain unacceptably high in many advanced
economies as well as in various emerging market economies, notably those in the Middle East and Africa.
Improving economic conditions, specially in some of our key markets such as the U.S. and some emerging
markets, should continue to support Abengoa’s growth in those geographies.

Our Engineering and Construction activity faces a different set of competitors depending on the type of
project. Some of our key competitors in certain markets are: Técnicas Reunidas, Mitsubishi and Korean
Electric Power Corporation (“KEPCO") in conventional energy; Actividades de Construccion y Servicios, S.A.
(“ACS") and Acciona, S.A. (“Acciona”) in solar power; Colombian grid operator (“ISA"), Eletrobras and Cemig
in power transmission in Latin America; and Elecnor, S.A., ACS, Acciona and Duro Felguera, S.A. in Spain. In
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the water area, our principal competitors in Spain are Obrascon Huarte Lain, S.A., Acciona, S.A. and Sacyr
Vallehermoso, S.A. and internationally include Asociacién de Empresas Constructoras de Ambito Nacional
("SEOPAN"), Veolia Environnement S.A., Hyflux Ltd., Doosan Ltd., Suez Environnement S.A., GE Water and
Process Technologies, Ltd., Fisia Italimpianti S.p.A and Aquatech, Ltd.

Customers and Contracts

Our Engineering and Construction activity’s customer base includes public administrations and large
corporations such as Comision Federal de Electricidad and Petroleos Mexicanos (“Pemex”) in Mexico, ONE in
Morocco, Agéncia Nacional de Energia Elétrica ("ANEEL") (the Brazilian Electricity Regulatory Agency) in
Brazil, Abu Dhabi Transmission & Despatch Company in the United Arab Emirates, Agencia de Promocion de
la Inversion Privada (“Proinversion”) in Peru and Power Grid Corporation of India Limited (“PowerGrid”) in
India. Our customer base also includes our own Concession-Type Infrastructures and Industrial Production
activities. No individual customer represented more than approximately 10% of consolidated revenue of our
Engineering and Construction activity.

In the water area of our Engineering and Construction activity, a limited number of EPC customers, many
of which are government entities, currently account for a substantial portion of our revenue.

Revenue from the solar area of our Engineering and Construction activity comes from selling plants,
equipment, technology and industrial heating installations. We sell solar plant equipment and technology to
solar developers. In the industrial heat market, our clients are industrial players who engage us for the
construction and operation of installations and for maintenance or heating services.

Our Engineering and Construction activity has different types of contracts depending on the nature of
the work to be performed. Usually, for EPC projects, contracts are fixed price or cost-plus contracts, usually
running for a short period of time of up to 36 months and end after completion and startup. For water
projects, we perform turnkey EPC projects for the design and construction of infrastructures and plants,
which we usually undertake at non-revisable fixed prices.

Suppliers

The principal products used by the Engineering and Construction activity include structural steel, metal
plate, concrete, cable and various electrical and mechanical components such as turbines and boilers. These
products and components are subject to raw material (aluminum, copper, nickel, iron ore, etc.) availability
and commodity price fluctuations, which the Engineering and Construction activity monitors on a regular
basis. Our Engineering and Construction activity has access to numerous global supply sources and we do not
foresee any supply constraints that might have a material adverse effect on our business in the near term.
However, the availability of these products, components and raw materials may vary significantly from year to
year due to factors including customer demand, producer capacity, market conditions and specific material
shortages.

Although water infrastructure plants utilize essential equipment, such as pumps or membranes, we
procure such equipment in mature markets where we generally use a large number of suppliers and are not
dependent on any single supplier.

We own interests in companies that produce and supply key components for the construction of CSP
plants, such as Rioglass Solar, S.A. (“Rioglass Solar”), Construcciones Métalicas Mexicanas Comemsa, S.A.
de C.V. ("Comemsa”) and Europea de Construcciones Métalicas, S.A. (“Eucomsa”). Rioglass Solar specializes
in the manufacture of parabolic-shaped mirrors, which are one of the key components for parabolic trough
plants. Both Eucomsa and Comemsa focus on the manufacture of galvanized reticulated metal structures,
such as steel towers for power transmission and structures for parabolic troughs and heliostats. Both
Eucomsa and Comemsa undertake R&D& activities in order to develop robust and reliable structures at lower
costs. The Engineering and Construction activity also owns an interest in Sol3g, S.L., a company that designs
and sells high-concentration PV modules.
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Technology and Other

Our Technology and Other segment had revenue of €335.7 million and Consolidated EBITDA of
€213.2 million for the year ended December 31, 2013. In addition, our Technology and other segment had
total net fixed assets of €345.9 million as of December 31, 2013.

The Technology and Other segment includes those activities related to the development of solar-thermal
technology, water management technology and innovative technology businesses such as hydrogen energy
or the management of energy crops.

Concession-Type Infrastructures
Overview

Our Concession-Type Infrastructures activity oversees the construction, operation and maintenance of
power transmission infrastructure, conventional (co-generation) and renewable energy (solar) plants, and
water generation, transportation and management facilities (including desalination, treatment and water
purification plants and water pipelines). Within this activity we have grouped four segments: Transmission,
Solar, Water and Co-generation. We engage our Engineering and Construction activity for a significant
portion of our Concession-Type Infrastructures activity’s projects. We undertake these activities through our
own asset-owned operations and through concession-based arrangements. These arrangements are
governed by long-term sales arrangements such as take-or-pay contracts, feed-in tariff arrangements and
power or water purchase agreements, with limited demand risk. In our Concession-Type Infrastructures
activity, we participate in public tenders for the construction and operation of certain infrastructure assets.

Our work in concessions generally has four functions: building, operating, owning and transferring of
infrastructure. Typically, the concessionaire agrees to construct an infrastructure project for the owner (usually
a public administration in the case of public infrastructure projects), procures the necessary financing and
operates it for a fixed or variable period of time and at the end of which the concession returns to the owner.
During the term of the concession, the concessionaire has ownership of the infrastructure.

Our Concession-Type Infrastructures activity had revenue of €518.9 million and Consolidated EBITDA of
€317.7 million for the year ended December 31, 2013. In addition, our Concession-Type Infrastructures
activity had total net fixed assets of €8,964.2 million as of December 31, 2013.

Transmission

The Transmission segment had revenue of €66.6 million and Consolidated EBITDA of €42.6 million for
the year ended December 31, 2013. In addition, our Transmission segment had total net fixed assets of
€2,749.8 as of December 31, 2013.

Within our Concession-Type Infrastructures activity, the Transmission segment operates power
transmission lines for a certain period of time after construction is completed. The power transmission lines
are constructed by our Engineering and Construction activity. During the period of operation, our
Concession-Type Infrastructures activity generates revenue by charging the electrical grid an annual fee for
operating the power transmission lines. The prices of the service, fixed at the award of the project and
regulated in the concession contract, are invoiced monthly to the companies that use the infrastructure. The
amount the Engineering and Construction activity is able to charge is usually set in the concession contract.
As of December 31, 2013, the Concession-Type Infrastructures activity had approximately 2,660 km of
high-voltage power transmission lines in operation and a further 9,373 km of high voltage power
transmission lines under construction that will come under the Concession-Type Infrastructures activity’'s
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operation upon their completion. In Brazil, Peru and Chile, the Concession-Type Infrastructures activity has
22 projects totaling 12,400 km of power transmission concessions.

Total km of
Power
Transmission
Country Number of Projects!”  Concessions("
Brazil . . .. 15 10,302
Chile . ... 3 139
Peru . .. j 1,959
Total . ... . . . 22 12,400

(1) Includes greenfield projects, projects under construction and projects in operation.

In 2008, our Transmission segment was awarded a concession contract for the design, construction,
administration, operation and maintenance over a 30-year period of a 572 km power transmission line
running through six Peruvian states to be developed by Abengoa’s project company Abengoa Transmision del
Norte (“ATN"). For Abengoa Peru, the parent of the project company, this power transmission line represents
its first significant concession. Most segments of this power transmission line became operational in
December 2010, while the remaining segments became operational during 2011. Through directing the
administration, operation and maintenance of the line for the next 30 years, we believe ATN may become one
of Peru’s principal providers of high-voltage power transmission.

In 2009, Consorcio Amazonas, C.A., a joint venture in which we hold a 50.5% interest, with Eletrobras
holding the remaining 49.5% interest, was awarded a 30-year contract by ANEEL to construct and operate a
586 km 500 kV power transmission line connecting Oriximing, Itacoatiara and Cariri in Brazil. The line will
supply power to the city of Manaus, the capital of the state of Amazonas and an important technological
center in the northwest of Brazil.

In 2009, ANEEL also awarded a contract to Consorcio Integracao Norte Brasil S.A. (of which we own a
51% interest) to construct, maintain and operate the Colectora Porto Velho electrical substation, power
transmission lines, and two current converter stations in Eastern Brazil for 30 years. This project is expected to
have a capacity of 3,150 MW, a DC voltage of 600 kV and will span a distance of 2,375 km. Operation of this
project is scheduled to begin in the third quarter of 2014. In 2009, we were also awarded by ANEEL a new
power transmission line, Linha Verde of 987 km at a voltage of 230 kV, operation of which is expected to
begin in the fourth quarter of 2014.

In April 2010, Abengoa Transmision Sur (“ATS") was awarded a concession contract for the construction,
administration, operation and maintenance over a 30-year period of a 900 km power transmission line in
Chilca (Peru), which began operation in the fourth quarter of 2013.

On July 27, 2010, as part of our asset rotation strategy, we entered into an agreement with State Grid
International to sell 25% shareholding in Expansion Transmissora de Energia Eléctrica S.A. and Expansion
Transmissao Itumbiara Marimbondo, which are responsible for concessions relating to 794 km of power
transmission lines that join the power stations of the city of ltumbiara, in Solas, and Marimbondo, in Minas
Gerais, Brazil. The sale of these shareholdings, which was completed in the fourth quarter of 2010, resulted in
a cash inflow of €102 million and a profit of €69 million.

In December 2010, we were awarded the construction, operation and maintenance of a 108 km power
transmission line by ANEEL (“Lote 1”) in Itacaiunas-Carajas, Brazil.

Over the course of 2011 and 2012, we entered into the Cemig Sales which comprised the following:
(i) on June 2, 2011, we sold 50% of our interest in four project companies: STE—Sul Transmissora de
Energia S.A. ("STE"), ATE Transmissora de Energia S.A. (“ATE"), ATE Il Transmissora de Energia S.A. (“ATE II")
and ATE lll Transmissora de Energia S.A. (“ATE III"); (ii) also on June 2, 2011 we sold 100% of the share capital
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of NTE Nordeste Transmissora de Energia S.A. and; (iii) on March 16, 2012, we signed an additional share
purchase agreement to sell our remaining 50% interest in project companies STE, ATE, ATE Il and ATE Il (on
June 30, 2012, all closing conditions were fulfilled). See “Item 5.A—Operating Results—Factors Affecting the
Comparability of Our Results of Operations—Acquisitions and Divestments—Sale of Brazilian Transmission
Line Assets” for further discussion.

In June 2012, we were awarded the construction, operation and maintenance of an 80 km power
transmission line by Sierra Gorda Sociedad Contractual Minera, known as the “Sierra Gorda” project, to cross
the Atacama Desert from North to South, linking various mining centers in Northern Chile. The concession is
for a period of 20 years and portions of the line are expected to begin operation in 2013.

In December 2012, we were awarded by ANEEL the construction, operation and maintainance of three
500 kV AC power transmission lines, which will cover a total of 2,472 km across 8 states in Brazil.

The projects began in March 2013 and are expected to come into operation in the same month in 2016.
The first concession comprises four transmission lines covering 1,816 km and two electricity stations in the
states of Tocantins, Piaui, Bahia and Maranhao; while the second concession involves the construction of a
286 km transmission line and two substations in the states of Ceara, Paraiba and Rio Grande do Norte. The
third and final concession won by Abengoa consists of a single transmission line of 370 km between the
Estreito and Itabirito 2 stations in the state of Minas Gerais.

In February 2013, we were selected by the Peruvian Ministry of Energy and Mining through the private
investment promotion agency Pro Inversion, the construction, operation and maintainance of three power
transmission lines covering a total distance of 354 km in Peru.

In May 2013, we were chosen by ANEEL to carry out the engineering, design, construction, maintenance
and commission of three new electricity concessions in Brazil which will cover 2,920 km. The first concession
comprises a transmission line covering 615 km in the states of Pernambuco, Piaui and Ceara. The second
concession involves the construction of a 544 km transmission line in the states of Maranhao, Piaui and
Ceara. The third concession consists of various transmission lines with a combined length of 1,761 km,
construction of a new substation and extending a further three substations, all located in the states of Para
and Tocantins. A further transmission line covering 367 km was awarded by ANEEL in November 2013.
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A complete list of our power transmission line concessions as of December 31, 2013 is set out below:

Concession- Status
Abengoa Type (Operational
Project Kilometers Stake Contract Concessionaire Start Date)
Brazil . . . ... ... ... ATE IV (Sao Mateus) 85 100% BOOT ANEEL Operating (Sept-10)
ATE V (Londrina) 132 100% BOOT ANEEL Operating (Oct-10)
ATE VI (Campos Novos) 131 100% BOOT ANEEL Operating (Jan-10)
ATE VII (Foz do Iguacu) 115 100% BOOT ANEEL Operating (Aug-09)
Manaus 586 50.5% BOOT ANEEL Operating (Q1 2013)
Norte Brasil 2,375 51% BOOT ANEEL Construction
(Q2 2014)
Linha Verde 987 50.5% BOOT ANEEL Construction
(Q4 2014)
ATE VIl 108 100% BOOT ANEEL Construction
(Q1 2014)
ATE XVI 1,816 100% BOOT ANEEL Pre-Construction®
(Q3 2016)
ATE XVII 286 100% BOOT ANEEL Pre-Construction
(Q2 2016)
ATE XVIII 383 100% BOOT ANEEL Pre-Construction
(Q1 2016)
ATE XIX 630 100% BOOT ANEEL Pre-Construction
(Q3 2016)
ATE XX 541 100% BOOT ANEEL Pre-Construction
(Q3 2016)
ATE XXI 1,760 100% BOOT ANEEL Pre-Construction
(Q3 2016)
ATE XXII 367 100% BOOT ANEEL Pre-Construction
(Q12017)
Total . . . ... ... ... 10,302
Peru . . ... ... ... ATN 5720 100% BOOT MEM Operating (Dec-11)
ATS 900 100% BOOT MEM Construction (Q1
2014)
ATN 2 132 100% BOOT MEM Construction (Q2
2014)
ATN 3 355 100% BOOT MEM Construction (Q3
2016)
Total . . . ... ... ... 1,959
Chile . ... ... . ... Palmucho 10 100% BOO™ Endesa Operating (Nov-07)
Quadra | 79 100% BOO Sierra Gorda SCM Operating (Q1 2014)
Quadra I 50 100% BOO Sierra Gorda SCM Operating (Q1 2014)
Total . . . ... ... ... 139
Total Power
Transmission Lines . . 12,400

(1) "BOO" means Build, Own and Operate.
(2) “MEM" means the Ministerio de Energia y Minas.

(3)  Pre-construction includes projects that have been awarded for which financing has not yet been secured.

Solar

The Solar segment had revenue of €321.0 million and Consolidated EBITDA of €200.3 million for the
year ended December 31, 2013. In addition, our Solar segment had total net fixed assets of €4,737.0 million
as of December 31, 2013.

Within our Concession-Type Infrastructures activity, our Solar segment designs, develops, oversees the
engineering and construction of and operates solar power plants and installations. Our Solar segment
operates in Europe, the United States, Latin America, the Middle East, Africa, India, China and Australia. Our
Solar segment has invested in solar power plants and has developed expertise in the three core solar
technologies—solar towers, parabolic troughs and photovoltaics. We are also working to develop more
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efficient solar technologies. Our Solar segment is the leader in the Spanish solar industry in terms of MW
allocated in the Pre-Allocation Registry of the Ministry of Industry, Tourism and Trade (having been awarded
13 plants totaling 650 MW). We also operate an integrated solar combined-cycle power plant in Algeria, with
a capacity of 150 MW.

Our Solar segment had a portfolio of approximately 1,223 MW of plants in operation and 430 MW of
plants under construction as of December 31, 2013. The tables below provide breakdowns of our
thermosolar and photovoltaic plants, respectively, as of December 31, 2013.

Production
Location Operational Name Capacity Status
CSP Spain
Solacar Platform, Seville. . .. ......... PS10 11 MW In operation
PS20 20 MW In operation
Solnova 1 50 MW In operation
Solnova 3 & 4 50 MW each  In operation
Ecija Platform, Seville . ............. Helioenergy 1 & 2 50 MW each  In operation
Extremadura Platform, Caceres . . ... ... Solaben 3 50 MW In operation
Solaben 2 50 MW In operation
Solaben 1 & 6 50 MW each  In operation
Ciudad Real Platform, Castilla-La Mancha .  Helios 1 50 MW In operation
Helios 2 50 MW In operation
Cordoba Platform, Cordoba . ... ... ... Solacor 1 & 2 50 MW each  In operation
United States . . . .. ........ ... ... Solana, Arizona 280 MW In operation
Mojave, California 280 MW Under construction
Algeria. . . ... ... ... .. .. ... . . ... Hassi-R" Mel 150 MW In operation
South Africa. . ............. .. ... Kaxu Solar One 100 MW Under construction
Khi Solar One 50 MW Under construction
Xina Solar One 100MW Pre-Constructiont
Israel .. .......... ... ... ... ..., Ashalim 110 MW Pre-Constructiont
Production
Location Operational Name Capacity Status
PV Spain
Solacar Platform, Seville .. ... ... .. ... .. .. ... ... Seville PV 1.2 MW  In operation
Solacar Platform, Seville .. ... ... .. ... .. .. ... ... Casaquemada 1.9 MW  In operation
Jaén .. Linares 1.9 MW  In operation
Seville . . .. . Las Cabezas 5.7 MW In operation
Seville . . .. . Copero 1.0 MW  In operation

(1) Pre-construction includes projects that have been awarded for which financing has not yet been secured.

Solar Power Plants under construction and development

Our Solar segment oversees the engineering and construction of our solar power plants. As of the date
of this annual report, we oversee the engineering and construction of 3 solar power plants with a total
installed capacity of 430 MW, 280 MW in the United States and 150 MW in South Africa. We have also
110 MW in Israel and 100 MW in South Africa in Pre-Construction.

In the international market, during 2013, we continued construction of the following plants: Shams 1, a
100 MW CSP plant in the United Arab Emirates, brought into operation during the first quarter of 2013;
Solana, a 280 MW CSP plant, with six hours of molten salt storage, located in Gila Bend, Arizona, which
entered into operation in October 2013; a 280 MW CSP plant in Mojave, California; a 100 MW CSP plant,
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with three hours of molten salt storage, and a 50 MW Solar Tower technology CSP plant, with two hours of
molten salt storage, both located in Upington, South Africa.

The process of constructing a CSP solar power plant takes approximately 18 to 36 months, depending
on the size of the plant and whether it will have capacity to store solar energy. The process of constructing a
PV plant is generally much shorter, typically six months or less. The construction of a plant is performed by a
contractor pursuant to a turnkey construction contract entered into based on market rates. Our Engineering
and Construction activity is the principal contractor for our Concession-Type Infrastructures activity to
construct its CSP and PV projects. On occasion, we enter into turnkey construction contracts with temporary
business associations (union temporal de empresas) in which our Engineering and Construction activity or
other companies may participate. We undertake a large part of the basic and sophisticated engineering work
in the plants using our own solar technologies.

We are involved in the development of solar power plants from the initial stage. These activities
principally involve site selection, securing land rights, assessment of solar resources, administrative processing
and obtaining relevant authorizations and connections to the required power grid and related infrastructure.
These activities average between one and three years for CSP and PV plants but can vary significantly
between regions and countries. Once a potential site has been located and the relevant land rights have been
secured, we proceed to present the project to the appropriate authorities with respect to both the generation
facilities and evacuation infrastructure. During the administrative process, we are required to submit
extensive documentation to the relevant authorities for each site in order to obtain the necessary permits,
licenses and authorizations. Depending on the jurisdiction, this process may involve simply an application to
the competent public authority or, in addition, a submission of the project for public consultation, such as is
generally the case in the United States.

In recent years, we have focused on developing solar power plants in Spain. As a result, we currently
have a portfolio of 650 MW which have been filed with the power register (Registro de Potencia) of the
Spanish Ministry of Industry, Tourism and Trade, and therefore have the licenses required to commence
construction. Solar power plants in Spain work under regulated schemes, establishing a remuneration for all
the energy produced. This scheme has been recently implemented after the latest sector reform, as described
in the “ltem 4.B—Regulation” section. In Spain, we have partnered with a number of companies, including
E.ON, Itochu Corporation and JGC Corporation, to construct and operate CSP plants.

In California, we have started construction in 2011 on the Mojave power plant equipped with parabolic
trough technology in the Mojave Desert and benefitting from a power purchase agreement (“PPA”) signed in
2009 with the electric utility Pacific Gas and Electric Company. This project obtained a $1,202 million loan
guarantee from the DOE in order to support its construction and start-up of the Mojave Solar power plant.
When it is brought on line, Mojave Solar, with a gross generation capacity of 280 MW, will be able to supply
power to 90,000 households.

InJuly 2011, we launched the first hybrid solar-gas plant in Hassi-R" Mel (Algeria), with 150 MW capacity
that will generate electricity using both natural gas and solar energy. This combination of conventional and
sustainable technologies enables energy to be produced from the sun without compromising the
functionality and stability of the power grid.

In December 2011, the South African Department of Energy selected us to construct and operate a
100 MW parabolic-trough solar plant and a 50 MW superheated steam tower technology solar plant
together with our joint venture partner, Industrial Development Corporation. We own a 51% interest in such
joint venture. These plants obtained non-recourse financing throughout 2012 and are under construction at
the date of this annual report. In August 2013, Abengoa achieved an important milestone in the department
of these projects with the announcement of the completion of the construction of the Khi Solar One tower.

In June 2013 a joint company created by Abengoa and Shikun & Binui, an Israeli based global
infrastructure group, was selected to build, own and operate a 110 MW solar trough plant with storage
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located in the Negev desert. Construction is expected to start in 2014 in the Ashalim area of the Negev Desert
once the power purchase agreement and the project financing are closed.

In October 2013, the South African Department of Energy selected us to construct and operate a
100 MW parabolic trough solar plant with 5 hours of thermal energy storage. Xina Solar One will belong to a
consortium, 40% of which is controlled by Abengoa. Other constituents of the consortium are the Industrial
Development Corporation (IDC), the Public Investment Corporation (PIC), and the KaXu Community Trust.

Solar Power Plants in Operation

Plants in operation include the production and sale of electricity as well as the operation and
maintenance of solar power plants. Once a CSP or PV solar power plant enters into operation, it generates
revenue by selling the electricity generated. The production level and price are two factors that directly affect
the amount of revenue generated. Electricity sales are therefore critical to maximize income from electricity
generation. The mechanisms used to determine the sale price of electricity vary from jurisdiction and include
regimes based on regulated tariffs to those where an ad hoc tariff is negotiated and agreed for each project.
Once the plant is operational, we also provide all materials, tools and labor and cover all costs of staffing in
connection with the plants preventive and scheduled maintenance.

In CSP, we have eighteen commercial plants in operation totaling 1,223 MW. The first to become
operational was PS10, an 11 MW solar tower power plant that commenced operations in 2007. Two years
later, PS20, a 20 MW solar tower plant, started up, also located in the SolUcar Platform. In 2008, a solar
trough plant was installed at PS10, the first commercial operating solar trough plant in Spain and
representing part of our continuing efforts to increase our familiarity with the latest technologies. In 2010,
three 50 MW trough technology plants commenced operations, making for a total of 181 MW of CSP in
operation.In 2011, 2012, and as of the date of this annual report, twelve plants commenced operations: ten
50 MW plants, all in Spain (Helioenergy 1 and 2, Solacor 1 and 2, Solaben 2 and 3, Helios 1 and 2, Solaben 1
and 6), a 150 MW hybrid solar-gas plant in Hassi R" Mel (Algeria) and the first large scale concentrating solar
power plant in the Middle East, Abu Dhabi (United Arab Emirates), with 100 MW of power output capacity. In
October 2013 we successfully brought into operation Solana with a generation capacity of 280 MW, six hours
of molten salt heat storage, and the ability to supply power to 70,000 homes.

In the field of PV energy, our first 1.2 MW PV plant, located in Seville (Spain), has now completed its third
year of commercial production, thereby demonstrating the commercial viability of the low concentration
technology it utilizes. The 1 MW Copero plant in Seville (Spain) is also in operation, as well as the 1.9 MW
Casaquemada PV plant in Sanlucar la Mayor, Seville (Spain), the 1.9 MW Linares PV plant in Linares (Spain)
and the 5.7 MW Las Cabezas PV plant in Las Cabezas de San Juan, Seville (Spain), all of which have reached
expected levels of production.

Water Infrastructure

The Water segment had revenue of €40.2 million and Consolidated EBITDA of €28.1 million for the year
ended December 31, 2013. In addition, our Water segment had total net fixed assets of €452.6 million as of
December 31, 2013.

Within our Concession-Type Infrastructures activity, our Water segment constructs and operates water
generation, transportation and management facilities, including desalination, treatment and water
purification plants and water pipelines pursuant to long-term concession agreements. In recent years, the
number of partnerships between the public and the private sectors to manage and execute water
infrastructure projects on a concession basis has grown significantly. The form of a particular concession may
vary significantly depending on the type of project, the country involved, the individual public-private
negotiations and the specific purpose of the concession.
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We currently have a portfolio of ten operational concession projects. We are in the process of
constructing two additional concessions in Tenes (Algeria) (200,000 m3/day) and a desalination plant in
Nungua (Ghana) (60,000 m3/day). These projects are scheduled to be in operation between 2014 and 2015.

The table below shows certain information regarding our current operating concessions in our Water
segment as of December 31, 2013. All such concessions were built and are currently operated under BOOT
schemes. As of December 2013, our Qingdao plant was involved in the final stage of a sale transaction and its
assets reclassified under assets held for sale.

Abengoa
Year of Equity
Project Name Location Type of Plant Commencement Duration Capacity Interest
Iniciativas Hidroeléctricas de Huesca and Lerida,

Aragon y Catalufa, SA . . . .. Spain Hydroelectric plant 1997 50 years 12 GWh/year 95%
Iniciativas Hidroeléctricas, S.A . . . Seville, Spain Hydroelectric plant 2003 35 years 10 GWh/year 50%
Canal de Navarra . . . . ... ... Navarre, Spain Irrigation systems 2006 35 years 14 sectors 10%

including 2,611
Ha
Almeria . ... ... Almeria, Spain Seawater desalination plant 2005 15 years 50,000 m*/day 50%
Cartagena . . . . .. ... .. ... Murcia, Spain Seawater desalination plant 2006 15 years 65,000 m*/day 37.5%
Bajo Almanzora . . . ... ... .. Almeria, Spain Seawater desalination plant 2007 15 years 45,000 m*/day 40%
Skikda . ... Skikda, Algeria Seawater desalination plant 2009 25 years 100,000 m3/day 34%
Chennai . ... ........... Chennai, India Seawater desalination plant 2010 25 years 100,000 m3/day 25%
Honaine . . . ... ... ...... Honaine, Algeria Seawater desalination plant 2011 30 years 200,000 m3/day 25.5%
Qingdao . . ... ... ... Qingdao, China Seawater desalination plant 2013 25 years 100,000 m3/day 92%

Co-generation Power Plants

The Co-generation segment had revenue of €91.1 million and Consolidated EBITDA of €46.7 million for
the year ended December 31, 2013. In addition, our Co-generation segment had total net fixed assets of
€1,024.8 million as of December 31, 2013.

Within our Concession-Type Infrastructures activity, our Co-generation segment participates in public
tenders for the development and operation of combined heat and power plants under concession schemes.
We also seek opportunities in the private sector.

In August 2009, our Co-generation segment was awarded a contract by the Mexican state-owned oil
and gas utility Pemex to operate a 300 MW co-generation plant in Tabasco (Mexico), for 20 years.
Commercial operation of this plant partially began at the end of 2012. The 40% of the capital for this plant
that is not being provided by our project lenders is being provided by General Electric.

In 2010, our Co-generation segment conducted operation and maintenance activities at four
participating co-generation power plants, located in Murcia, Huelva, Granada and Almeria (all Spain). The
total power output of these facilities is 107 MW.

Industry and Competition

Over the past 24 months, the energy landscape has changed significantly in part due to: political
upheaval and civil unrest in certain countries in the Middle East and Africa; the incident at the Fukushima
Daiichi nuclear plant in Japan; new moratoria on shale gas drilling in the Canadian province of Quebec and
France; expectations regarding economic growth in China; and uncertainty surrounding global agreements
regarding greenhouse gas emissions including Canada’s withdrawal from the Kyoto Protocol.

Despite these changes and the uncertain economic environment, world energy demand is expected to
increase due principally to demand growth experienced by many large non-OECD economies such as China
and India (40% and 18% share of net global energy demand growth from 2011 to 2035 according to World
Energy Outlook 2013) and renewable energy is expected to play a more important role in satisfying energy
demands which may lead to more projects available under BOOT schemes.
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According to the International Energy Agency (“IEA”), global energy consumption is expected to
gradually increase to 17,400 Mtoe by 2035, a 33% increase from 2011. In the same period, demand for
renewable energy (wind, solar, geothermal, marine, biomass and hydro) is expected almost double from
1,727 Mtoe in 2011 to 3,059 Mtoe in 2035, and the share of renewables in the electricity generation market
is expected to increase from 21.4% in 2011 to 43.8% in 2035 (Source: World Energy Outlook 2013, IEA).

In order to meet growing energy demand, significant investment must be made in the power sector in
order to increase installed production capacity and to expand and improve T&D infrastructure. The IEA
estimates a total investment of $17 trillion for the 2013-2035 period, or an average of $740 billion per year as
follows:

e total investment in new power plants estimated at $9,860 billion, out of which $6,113 billion or 62 %
corresponds to renewables, led by hydro and solar PV,

e total investment in power transmission infrastructure estimated at $2.982 billion globally, of which
two thirds takes place in non-OECD countries; and

e total investment in biofuels of $330 billion, out of which $240 billion is expected to be in bioethanol
(Source: World Energy Outlook 2013)

According to Bloomberg New Energy Finance, in 2010 renewable energy for the first time surpassed
fossil fuels in new power plant investments. Investment in new wind, solar, biomass and marine projects
totaled $187 billion compared with $157 billion for fossil fuels (excluding nuclear energy). 2010 was also the
first time that expenditure in developing countries, mainly China, exceeded that in the developed world and
this trend is expected to continue. Investment in renewable energy may double to $395 billion per year by
2020 led by growth in offshore wind and solar projects.

We face several different competitors in our Concession-Type Infrastructures activity. In the Transmission
segment, our principal competitors are Eletrobras, Cemig and ISA. In the Water segment, our principal
competitors are Veolia Environnement S.A., Hyflux Ltd., Doosan Ltd., Suez Environnement, S.A, Fisia
[talimpianti S.p.A. and Aquatech, Ltd. The principal competitors of our Solar segment along the CSP value
chain are Spanish companies ACS, SENER Ingenieria y Sistemas, S.A. (“SENER") and Acciona, and the
American companies Florida Power Corporation and The Light Group LLC in the promotion and operation
activities, and BrightSource Energy Inc., Ausra/Areva, and SkyFuel Inc. in technology. In PV, there are multiple
competitors in both promotion and technology. In the Co-generation segment, we have numerous
international and regional competitors, including utilities. Our principal competitors in the Spanish
co-generation market are Iberdrola Cogeneracion, S.R.L.U., Endesa Cogeneracion y Renovables, S.A.U., Sacyr
Vallehermoso, S.A., Gas Natural SDG, S.A. (Gas Natural Fenosa), DETISA and Dragados, S.A. In the
international  co-generation market, our competitors include ACS, Iberdrola Ingenieria vy
Construccion, S.A.U., Cobra Instalaciones y Servicios, S.A., Grupo Isolux Corsan, S.A., Samsung Group and
ltochu Corporation.

Customers and Contracts

Revenue from our Concession-Type Infrastructures activity comes from selling water, electricity, and
power transmission line capacity. Our customers vary from governments in countries where feed-in-tariffs are
in place (in the case of Spain, utilities are the electricity offtakes; but a government agency pays the tariff and
premium), to electrical and water utilities, with which we would typically sign power purchase agreements.

Our Concession-Type Infrastructures activity primarily utilizes concession contracts, which include the
operation and maintenance of the asset for a significant period of time, typically 20 to 30 years. There are
several forms of concession contracts, but the most frequently used are BOO and BOOT.
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Industrial Production
Overview

Our Industrial Production activity develops and produces biofuels for transportation which are used as
components of gasoline or for direct blending with gasoline or diesel. We also produce DGS, sugar from our
production plants in Brazil, electricity and carbon dioxide as by-products of the ethanol production process for
sale to third parties. This activity includes the segment of Biofuels. Our Biofuels segment is located in Spain,
France, The Netherlands, the United States and Brazil.

Our Biofuel segment had revenue of €2,029.1 million and Consolidated EBITDA of €240.9 million for the
year ended December 31, 2013. In addition, our Industrial Production activity had total net fixed assets of
€2,454.3 million as of December 31, 2013.

The Biofuels segment is dedicated to the production and development of biofuels, primarily ethanol for
transport that employs cereal and sugarcane as raw materials. Our ethanol production facilities in Europe, the
United States and Brazil have a combined production capacity of 2,915 million liters (“MI”) in operation. We
also have a biodiesel plant in Spain, with a capacity of 225 MI per year. We are the only company with a
significant presence in Europe, the United States and Brazil, the three largest biofuel markets in the world.

Ethanol is used for Ethyl Butyl Ether (“ETBE") production, as a component of all gasoline or for direct
blending with gasoline. Biodiesel is used for direct blending with diesel or in a pure form as a substitute for
diesel. We also produce by-products from our biofuel production, including DGS, sugar, electricity and carbon
dioxide, which are sold to third parties.

We are Europe’s largest bioethanol producer with an annual production capacity of 1,275 MI. We
operate three ethanol plants in Spain in Cartagena, Murcia; Teixeiro, La Coruna; and Babilafuente,
Salamanca. These three ethanol plants have a combined annual production capacity of 545 Ml. In addition
we operate a fourth plant in Lacq (France), which has an annual production capacity of 250 Ml; a new 480 Ml
ethanol production capacity plant in Rotterdam (The Netherlands) commenced operation in September 2010
and is Europe’s largest ethanol plant by production capacity.

We also produce biodiesel at a production plant in San Roque, Cadiz (Spain), which began supplying
biodiesel in March 2009 and produces 225 Ml of biodiesel annually. This plant is located on the premises of a
CEPSA refinery; CEPSA is also the customer for a significant portion of the facility’s output.

We are one of the largest ethanol producers in the United States, with an annual production capacity of
over 1,440 MI. Most of the ethanol produced in the United States is marketed in the form of e10 (90%
gasoline and 10% ethanol), although sales of e85 (a mixture of 15% gasoline and 85% ethanol) have been
increasing steadily. In 2010, construction work was completed on two 340 MI production capacity plants
located in Madison, lllinois, and Mount Vernon, Indiana; both plants became fully operational in early 2010.
In September 2011, we received a $132 million loan guarantee from the DOE to support the funding for the
construction of the first commercial scale biorefinery facility to produce renewable ethanol fuel from cellulosic
plant fiber in Hugoton, Kansas. Our plants of Colwich (Kansas) and Portales (New Mexico) are temporarily
shut down since the first quarter of 2012 due to unfavourable market conditions.

We are a significant producer of ethanol and sugar in Brazil, operating three sugarcane ethanol plants
which have a crush consumption capacity of 6.5 million tons of sugarcane for the production of
approximately 200 Ml of ethanol and a sugar production capacity of 645,000 tons per year. Brazil is one of
the world’s largest markets for ethanol and ethanol production and is expected to continue as such, due to
the success of flex-fuel vehicles that can run on either gasoline or ethanol. Flex-fuel vehicles currently account
for nearly 90% of the vehicles sold in Brazil. In 2010, we finished the construction of two energy
co-generation units at our sugarcane ethanol plants, each with an installed capacity of 70 MW and one of
which can be upgraded to 140 MW. The plants use sugarcane “bagasse” as the raw material to fuel their
boilers, which produce the steam to generate electricity and heat for production processes. These plants
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became operational in August and September 2010, and their excess output is fully connected to the power
grid operated by Eletrobras, a major Brazilian power utility.

We believe there is a significant market opportunity for us in the second-generation biofuels industry,
which utilize biomass rather than cereal and other food crops as the primary raw material. We have invested
continually in R&D&i over the past decade and have developed our own proprietary process and enzymes. We
have been operating a pilot plant in York, Nebraska (United States) since 2007 and a demonstration plant in
Salamanca, Spain since 2009. We have commenced construction of our first second-generation commercial
plant in Hugoton, Kansas (United States), for which we were awarded $132 million loan guarantee financing
from DOE and $88 million in grants since 2007 from the DOE. This plant is expected to start operations in the
second quarter of 2014 and will result in significant cost saving, while also providing opportunities to license
its biomass technology to third parties. In addition, the plant will position us well to potentially enter the
industries of biomaterials and bioproducts.

In April 2013, we began operating the first demonstration plant using waste-to-biofuels technology. The
demonstration plant in Babilafuente (Salamanca, Spain) has the capacity to treat 25,000 tons of municipal
solid waste from which up to 1.5 million liters of bioethanol will be produced for use as fuel.

A list of our biofuel production facilities as of December 31, 2013 is set out below:

Ethanol Capacity
(million liters

Region Plant per year) Status

Europe . . . Murcia, Spain 150 Operating since 1999
La Coruna, Spain 195 Operating since November 2003
Salamanca, Spain 200 Operating since April 2006
Lacq, France 250 Operating since June 2007
Rotterdam, The Netherlands 480 Operating since September 2010
San Roque, Spain 225 (biodiesel) Operating since February 2009

United States  York, Nebraska 208 Acquired in November 2001
Colwich, Kansas 95 Acquired in November 2001
Portales, New Mexico 14 Acquired in November 2001
Ravenna, Nebraska 341 Operating since September 2007
Evansville, Indiana 341 Operating since Q1 2010
Tricity, lllinois 341 Operating since Q1 2010
Hugoton, Kansas 95 Expected operation in the second quarter of 2014

3 million tons crushed capacity,
91 Ml of ethanol,
Brazil . ...  Sao Luis, Sao Paulo 285 thousand tons of sugar Acquired in September 2007
3.5 million tons crushed capacity,
144 Ml of ethanol,

Séo Joao, Sao Paulo 360 thousand tons of sugar Acquired in September 2007
0.4 million tons crushed capacity;
Santo Antonio de Posse, Sao Paulo 30 thousand tons of sugar Under leasing agreement

All of the above plants (other than those in York, Nebraska; Colwich, Kansas; Portales, New Mexico—all
in the United States—and those in Brazil) were constructed by our Engineering and Construction segment.

Operations

The operations of our Industrial Production activity’s Biofuels segment represents a single integrated
process that includes production; raw materials procurement; ethanol origination; and the trading of ethanol,
DGS and sugar.

Production

We produce ethanol at our facilities in Europe, the United States and Brazil from cereal grains and
sugarcane by means of biochemical processes and treatments. One of our European production facilities also
generates biodiesel. In the process of producing ethanol and biodiesel, we generate various secondary
byproducts, including DGS, sugar, electricity and carbon dioxide, which are collected and sold to third parties.
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Procurement of Raw Materials

Raw materials account for approximately 60% to 70% of the production costs of biofuels. The most
important typically for production are corn, wheat, barley and sorghum. The production of biodiesel relies on
various oils, including soybean and palm. Since operations began, the Biofuels segment of our Industrial
Production activity has built up experience in the supply and logistics of commodities. We have also
established direct supply agreements with farmers and traders to secure the necessary volume of raw
materials for our plants.

In Brazil, we grow sugarcane while preserving sustainable rural development, biodiversity and regional
economic growth. Our production plants are supplied through agreements with landowners, performing the
required tasks for use of the land, and by providing the necessary resources and advice to farmers in order to
start production.

Ethanol, DGS and Sugar Trading

We trade in ethanol, DGS and sugar to manage our demands for these products. We have established
offices in key markets for global ethanol trading, including Rotterdam (The Netherlands); St. Louis, Missouri
(United States); and Sao Paulo (Brazil). Market fluctuations, political conditions in different geographical areas
and other factors affecting our business, both in terms of acquisition of raw materials and in the production
of marketed products, are analyzed globally to obtain a better view of international markets.

Products
Ethanol

We produce ethanol at our facilities in Europe and the United States from cereal grains, and in Brazil from
sugarcane. Ethanol is obtained to produce either ETBE or for direct blending with gasoline as e85, €25 and
e10. In addition to its renewable origin and being biodegradable, distilled ethanol has many advantages over
fossil fuels, it contributes to the reduction of greenhouse gas emissions, increases energy autonomy and
diversification, reduces fossil fuel dependence, stimulates growth in local economies, creates jobs in rural
areas, and creates cleaner fuels that produce less sulfur dioxide and fewer particles.

Biodliesel

Biodiesel is a renewable fuel formed by long-chain fatty acid methyl or ethyl esters. It is obtained through
the chemical reaction of methanol (or ethanol) with vegetable oils (rape, sunflower, soy or palm). Biodiesel
does not contain sulfur and, when compared with diesel derived from oil, produces lower emissions of
greenhouse gas (including carbon dioxide), carbon monoxide and particles and other polluting products.

DGS

DGS, a high protein compound used as feedstock for cattle, is obtained as a secondary product from the
extraction of starch from cereal grains. In Europe and the United States, DGS is subject to strict quality
controls that guarantee that its nutritional properties and products derived therefrom meet relevant food
safety legislation. In Europe, Bureau Veritas certifies that our DGS is in compliance with the standards set by
the relevant European food quality and safety requirements. Work is also being conducted to obtain a
European specification for the product. In the United States, our DGS product fulfills the specifications
required by the Association of American Feed Control Officials, which is responsible for developing and
implementing uniform and equitable laws, regulations, standards and enforcement policies for regulating the
manufacture, distribution and sale of animal foods.
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Sugar

In Brazil, we produce sugar from sugarcane grinding. Liquid is separated from bagasse during grinding
and undergoes the necessary filtration and chemical processes to neutralize its pH. Currently, we have an
estimated 675,000 tons of crystal sugar production, of which most is exported, taking advantage of the
optimal location of our plants near ports.

Electricity

Some of our biofuel process plants contain co-generation units to produce the necessary steam and
electricity to run the ethanol production process. Excess electricity generated is sold to public utilities such as
Eletrobras in Brazil. Each of our plants in Spain and our facility in Rotterdam (The Netherlands) has a gas
turbine co-generation plant. Our facilities in Brazil generate steam and heat from the combustion of bagasse
obtained after the sugarcane milling process for use in the biofuel production process and in generating
electricity. The aggregate amount of capacity from co-generation units was 286 MW as of December 31,
2013. Out of these co-generation units, units with a capacity of 234 MW are operated under long-term
contracts, such as feed-in-tariffs or PPAs. However, these are not included in our Concession-Type
Infrastructures activity as these are bioethanol assets.

Carbon Dioxide

At some of our plants, the carbon dioxide emissions from the production of ethanol are captured and
sold to third parties. At our facilities in York, Nebraska and Colwich, Kansas (both the United States); captured
carbon dioxide is sold to third parties who process the gas and sell it for use in the beverage and flash freezing
industries. For our 480 Ml ethanol plant in Rotterdam (The Netherlands), we have been carrying out studies
regarding the possibility of supplying the carbon dioxide emissions from the plant’s production to
greenhouses.

Competition

Our main competitors in the global biofuel market are The Archer Daniels Midland Company, Cosan
Limited, CropEnergies AG, Green Plains Renewable Energy, Grupo Sao Martinho, The Andersons Inc., Verbio,
Ensus, Poet Bio Refining and Valero.

Customers and Contracts

Our customer base is mainly comprised of oil companies, including Repsol, CEPSA, Total S.A and BP, and
traders, including Cargill, Incorporated.

We have long-term supply contracts for the delivery of ethanol from two of our Spanish facilities and for
the delivery of biodiesel from our biodiesel plant. For the remaining facilities, the production is sold under
supply contracts ranging in duration from one to six months. To monitor and converse profit margins, we
purchase raw materials according to the same time horizon in which we set ethanol production.

Suppliers

In our European operations, we consolidate the purchasing of raw materials (cereal grains, oleaginous
seeds and vegetable oils) necessary for the operation of our European ethanol and biodiesel plants with the
marketing of associated co-products through a single entity: our fully owned subsidiary Ecoagricola, S.A. For
the past ten years, Ecoagricola, S.A. has sourced its materials by means of two well-differentiated
mechanisms: purchasing on the free market and direct contracting with farmers.

We also centralize the critical functions of grain procurement, ethanol and DGS co-product marketing,
and hedging and risk management for all commodities, including energy needs for our U.S. operations. The
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concentration of these functions into one specialized entity for our biofuel business in the United States is
critical to achieve our goals of consistency, efficiency, and identification as one common brand.

With respect to our Brazilian operations, we have reached agreements with local farmers for the supply
of sugarcane that satisfies the feedstock requirements for our production facilities in Brazil.

Intellectual Property

Given the progress that we have made in our technology development, in particular in CSP and
bioproducts technologies, we have created the office of patents and technological surveillance as a
fundamental tool for protecting our intellectual property. The office of patents and technological surveillance
determines whether or not to file patents in relation to the knowledge, products and technology that we
produce. Currently, we have filed 261 patents, of which 106 have been granted.

The office of patents and technological surveillance has implemented intellectual property (“IP")
protection policies and procedures throughout our businesses. These IP protection policies and procedures
are applied to all knowledge that has, or might have, commercial value whether or not it is capable of being
patented, including R&D&i and know-how, and any documentation (in printed or electronic format) that
contains any confidential proprietary information.

The measures that we take to protect our IP include the entry into confidentiality, non-disclosure and/or
non-compete agreements with employees, service providers and counterparties, as appropriate, and the
dissemination throughout the Group of an internal security code and internal security protocol.

In addition, we take steps to protect the trademarks, business names and distinctive designs used in
connection with our activities, products and services, although not all of these have been registered in the
jurisdictions in which we operate.

Although we take measures to protect our intellectual property, we do not consider that our business is
dependant on any single patent or license, new manufacturing process or other types of intellectual property.

Information Technology

We use information technology developed in-house and also provided by third parties for processing
plant maintenance, construction management and operational management. Our systems integrate data
and generate stock, orders and efficient sourcing and delivery routes. We are presently implementing a
group-wide data warehouse and business intelligence system and a global sourcing (purchasing and
procurement) system across all of our businesses. We utilize software and other information technology
licensed from third parties to manage communications with our suppliers and customers.

We believe that our information technology systems infrastructure that supports our various business
operations is secure and robust. Our critical system servers are housed offsite in data centers. The remaining
system servers are housed in secure, temperature-controlled internal data rooms. We have back-up and
disaster recovery plans in place which are reviewed on a periodic basis.

Environmental Matters

Our activities are subject to significant environmental regulation. This requires, among other things, that
we commission environmental impact studies for future projects and that we obtain licenses, permits and
other authorizations required to construct and operate relevant projects. In recent years, there has been a
significant increase in environmental regulation in Spain, the European Union and other jurisdictions in which
we operate. These include regulations in relation to carbon dioxide emissions and limitations on polluting
emissions from large plants and facilities. See “Iltem 4.B—Regulation.” See also “Item 3.D—Risk Factors—
Risks Related to Our Business and the Markets in Which We Operate—Our business is subject to stringent
environmental regulation.”
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We have specifically established within our management regulations, applicable to all of our activities,
the obligation to implement environmental management systems certified under the ISO 14001 standard of
the International Organization for Standardization. As of December 31, 2013, 92.92% of Group companies,
in terms of sales volume, had environmental management systems certified under the ISO 14001 standard
and 98.04% held valid ISO 9001 standard certificates for their quality management systems.

Insurance

We maintain the types and amounts of insurance coverage that we believe are consistent with
customary industry practices in the jurisdictions in which we operate, and consider our insurance coverage to
be adequate for our business. Our insurance policies cover employee-related accidents and injuries, property
damage, machinery breakdowns, fixed assets, facilities and liability deriving from our activities or products,
including environmental liability. We maintain business interruption insurance for interruptions resulting from
incidents covered by insurance policies. Our insurance policies also cover directors’ and officers’ liability and
third-party insurance. We have not had any material claims under our insurance policies that would either
invalidate our insurance policies or cause a material increase to our insurance premiums. \We cannot assure
you, however, that our insurance coverage will adequately protect us from all risks that may arise or in
amounts sufficient to prevent any material loss. See “Item 3.D—Risk Factors—Risks Related to Our Business
and the Markets in which We Operate—Our insurance may be insufficient to cover relevant risks and the cost
of our insurance may increase.”

Risk Management and Internal Control

Our risk management system comprises two distinct systems that collectively manage risk at all levels of
our Group: our shared management systems, which aim to mitigate business risks and our internal control
systems which are organized to permit compliance with Section 404 of the Sarbanes-Oxley Act of 2002
("SOX") to mitigate risks related to the reliability of financial information. The system operates live and
undergoes continual modification to remain up to date with our business and with employees also being
issued a risk management manual. In addition, we have internal auditing to ensure the compliance with and
the proper functioning of our risk management system.

The risk management system includes the identification, evaluation, response, monitoring and reporting
of risks and is fully integrated into our strategic planning process, our business objectives and our daily
operations.

We have implemented common management systems in order to coordinate and streamline our
worldwide operations across our activities. Our systems are based on two key pillars of: (i) the definition of a
set of management standards for the Group’s activities; and (i) monitoring of project and business
performance in real time in order to take appropriate corrective measures, if required.

The mission of our shared management systems is based on the following specific objectives:

¢ Unification of actions: To establish a single criterion for the carrying out of actions in all our businesses
and geographies.

e Reinforcement of corporate identity: To achieve a strong corporate identity recognizable by key
stakeholders.

e Control and reduction of risks: To manage risks in a uniform manner and thus mitigate them.

e Optimization of management: To be efficient and effective in the management of the company both
within businesses and geographically.

e Value creation for stakeholders: To differentiate and individualize the management of the main
stakeholders in order to provide the greatest value-add to each one.
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¢ Profitability: To contribute to financial performance through active management.

Our risk management system uses a systematic approach to identify events and to evaluate, prioritize,
monitor and respond to any risks which may prevent the successful execution of our strategy, business
objectives and daily operations.

The main objectives sought through the risk management system are the following:
e To understand and control the risks to which the Group is exposed.

e To establish a system which optimizes the evaluation of risk management by the entire Group,
allowing us to successfully assume and manage a greater number of risks and better understand each
risk in order that we can adopt more efficient control.

e To achieve a closer alignment between our strategy and our identified risks and controls by the Group.

e To increase senior management assurance with each decision-making process to better achieve the
business objectives of the Group.

e To increase transparency of risk management and relations with stakeholders through more precise
risk evaluation methods.

e To ensure compliance with all applicable risk management regulations and best market practices.

e To establish clear roles and responsibilities in the Group in order to focus on fundamental aspects of
management.

e To reduce profit volatility and avoid unwanted outcomes for the Group.

We also have a model that is aimed at identifying the potential risks in our business. This model considers
four key areas that are subdivided into 20 further categories of risks, which contemplate more than 130
potential risk scenarios for the Group. The four key areas are the following:

e Strategic risks: Corporate governance, strategic and R&D&i projects, mergers, acquisitions and
divestments, planning and assignment of resources, market dynamics, communication and relations
with investors.

e Operational risks: Human resources, information technologies, physical assets, sales, supply chain,
threats or catastrophes.

e Financial risks: Cash flow and credit, markets, taxation, capital structure, accounting and reporting.
e Compliance risks: Regulations, laws and codes of ethics and conduct.

We were among the first European companies to have undertaken to voluntarily comply with the SOX
requirements regarding auditor attestations as to the effectiveness of our internal controls over financial
reporting. Since 2007, Abengoa has performed internal control-compliance audits in line with the Public
Company Accounting Oversight Board (“PCAOB") standards, pursuant to the requirements set forth in
Section 404 of SOX. The independent registered public accounting firm’s report dated February 20, 2014 for
the year ended December 31, 2013, which expresses an unqualified opinion on our internal control over
financial reporting in relation to our consolidated financial statements as of and for the year ended
December 31, 2013 in accordance with IFRS-EU and not for the purpose of this annual report, is available on
our website. The SOX audits are used to mitigate the risks related to the reliability of financial information,
through a combined system of control procedures and activities in key areas of the Company.

We have a commitment to transparency and good governance practices; our annual report now includes
six independent verification reports carried out by external auditors covering the following areas: annual
accounts, our SOX internal control system according to the PCAOB standards, corporate social responsibility
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reporting, greenhouse gas emissions inventory, corporate governance reporting and designing risk
management systems according to the principles and guidelines established in ISO 31000.

Regulation
Overview

We operate in a significant number of regulated markets. Our Engineering and Construction and
Industrial Production activities and the Solar segment of our Concession-Type Infrastructures activity are, in
particular, subject to extensive regulation by governmental agencies in a number of the countries in which we
operate. The degree of regulation to which our activities are subject varies by country. In a number of the
countries in which we operate, regulation is carried out by national regulatory authorities. In some countries,
such as the United States and, to a certain degree, Spain, there are various additional layers of regulation at
the state, regional and/or local levels. In countries such as these, the scope, nature and extent of regulation
may differ among the various states, regions and/or localities.

While we believe the requisite authorizations, permits and approvals for our existing activities have been
obtained and that our activities are operated in substantial compliance with applicable laws and regulations
we remain subject to a varied and complex body of laws and regulations that both public officials and private
parties may seek to enforce. The following is a description of the primary industry-related regulations
applicable to our activities and currently in force in certain of the principal markets in which we operate.

European Union
Bioenergy Regulation

Directive 2003/30/EC of the European Parliament and the Council, of May 8, 2003, on the promotion of
the use of biofuels or other renewable fuels for transport (“Directive 2003/30/EC") set Member States
national indicative targets by December 31, 2010 of 5.75% of biofuel in the content of petrol or diesel sold
for transport purposes in each Member State.

This legislation was superseded by two directives that resulted from the European Council of June 2008,
in which the Council furthered its aim to develop and fulfill effective sustainability criteria for biofuels and to
ensure commercial availability of second-generation biofuels, and underlined the need to assess the possible
impacts of biofuel production on agricultural food products and to take action, if necessary, to address
shortcomings. As a consequence, in 2009, the following new legislation was adopted:

e Directive 2009/28/EC (the “2009 Renewable Energy Directive”) on the promotion of the use of energy
from renewable sources, which sets a minimum mandatory target of 20% renewable energy
consumption in the European Union by 2020 and a minimum mandatory target of 10% renewable
energy in the consumption of transport fuel for all Member States by 2020.

e Directive 2009/30/EC establishes a mandatory minimum 6% reduction in the greenhouse gas
emissions of road transport in the European Union between 2011 and 2020. It also increases the
percentage of ethanol that can be used in mixtures with gasoline to operate motor vehicles.

The Directives also implement a certification system to ensure the compliance of biofuels sold in the
European Union with the regulated criteria of sustainability, including a minimum reduction of 35% in the
emission of greenhouse gases during their life cycle compared with average emissions from petrol and diesel
(increased to 50% from January 2017). A similar certification scheme is now under discussion for solid
biomass.

The Directives are presently under review in order to address concerns regarding indirect land use change
arising from the promotion of biofuels.
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Following the adoption of the Directives, the European Union has adopted regulations in order to
correctly implement its policy on the importation of biofuels. For instance, Commission Implementing
Regulation (EU) No. 211/2012 classifies a blend of 70% ethanol and 30% petrol as denatured ethanol in the
Combined Nomenclature. Council Implementing Regulation (EU) No. 157/2013 of February 18, 2013
imposes a definitive antidumping duty on imports of bioethanol originated in the United States. Similar trade
defence actions have been undertaken to protect the European biodiesel market.

Solar Regulation

The Kyoto Protocol, ratified by the European Union and its Member States on May 31, 2002, imposed on
the European Union a target of reducing its emissions of greenhouse gases by 8%. On November 26, 1997,
the European Union published a white paper (the “White Paper”) which outlined a strategy and a
community-wide action plan aimed at doubling energy production from renewable energy sources in the
European Union to 12 % of total energy consumption by 2010 from 6% in 1996. The White Paper proposed a
number of measures to promote the use of renewable energy sources, including measures designed to
provide better access for renewable energy sources to the electricity market.

Directive 2001/77/EC of the European Parliament and Council of September 27, 2001 (the “2001
Renewable Energy Directive”) encourages the development of electricity produced from renewable energy
sources (non-fossil fuel sources such as wind, solar, hydropower, biomass and relief gas) by requiring Member
States to set indicative national targets for the consumption of electricity produced from renewable energy
sources consistent with the European Commission’s target of generating 12% of the European Union’s
energy and 22% of the European Union's electricity from renewable energy sources by 2010. The 2001
Renewable Energy Directive was amended and repealed by the 2009 Renewable Energy Directive which set
mandatory national overall targets consistent with at least a 20% share of energy from renewable energy
sources in the European Union’s gross final consumption of energy in 2020.

Spain
Bioenergy Regulation

The use of biofuel has various environmental, socio-economic and energy-related benefits over
petroleum fuels, making it a potentially useful tool in the implementation of European policies against climate
change and reducing dependence on oil.

EU institutions have issued several directives in order to establish strict technical and environmental
specifications for different petroleum products. These directives have been enacted into Spanish legislation.
Recent regulation has resulted in the incorporation of innovative development in the legislation governing
this activity, including the introduction of the obligation of trading low sulfur fuel in Spain (in accordance with
the EU strategy on air quality and environmental protection) and the incorporation of provisions concerning
the use of biofuels.

Subsequently, Royal Decree 61/2006, of January 31, providing specifications for petrol, diesel, fuel oil
and liquefied petroleum gases and which regulates the use of certain biofuels (Real Decreto, 61/2006 de 31
enero por el que se determinan las especificaciones gasolinas, gasoleos, fueldleos y gases licuados del
petroleo y se requla el uso de determinados biocarburantes) (“Royal Decree 61/2006"), was issued in order to
comply with the necessary information procedure in relation to technical regulations. Royal Decree 61/2006
introduced the indicative value of 5.75% as the minimum percentage (to be applied in Spain not later than
December 31, 2010) of biofuel content in all petrol and diesel sold for transportation purposes. This
percentage was increased to 5.83% in the 2005-2010 Renewable Energy Plan.

Royal Decree 1027/2006, of September 15, modified Royal Decree 61/2006 regarding the sulfur content
of marine fuels, in accordance with Directive 2005/33/EC of the European Parliament and Council, of July 6,
2005 which amends Directive 1999/32/EC regarding the sulfur content of marine fuels. Royal Decrees
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1088/2010, of September 3, 459/2011 of April 11 and 1361/2011 of October 7 updated the applicable
specifications and targets with relatively few changes. Royal Decree 459/2011 increases the biodiesel target
to 7% which is helpful for the Spanish biodiesel industry.

On November 4, 2011, Royal Decree 1597/2011 was approved, regulating biofuels and bioliquids
sustainability criteria, the National Sustainability Verification System and the dual value of some biofuels to
the effects of their counting (Real Decreto 1579/2011, de 4 de noviembre, que requla los criterios de
sostenibilidad de los biocarburantes y bioliquidos, el Sistema Nacional de Verificacion de la Sostenibilidad y el
doble valor de algunos biocarburantes a efectos de su computo).

In relation to the Spanish tax regime, incentives have been introduced to encourage biofuel trading. Law
38/1992, of December 28, on Special Taxes, (Ley 38/1992, de 28 diciembre, de Impuestos Especiales)
imposes, until December 31, 2012, zero percent taxation for ethanol and biodiesel used as fuel. This incentive
is no longer applicable. Furthermore, article 51.3 of the Special Taxes Law exempts the importation of biofuel
used in projects to develop clean products.

Finally, Law 12/2007, of July 2, substantially modified the Hydrocarbon Sector Law, (Ley 34/1998, de 7 de
octubre, del Sector de Hidrocarburos) in order to adapt it to the Directive 2003/55/EC of the European
Parliament and the Council of June 26, 2003. Specifically, the Hydrocarbon Sector Law was modified by Law
12/2007 in several key areas:

e |t clarifies the standard target by introducing the distinction between different biofuels and expanding
the list of products that are considered biofuels;

e |t confirms the reference to Title Ill of the Hydrocarbons Law to regulate the distribution and sale of
these products;

e |t sets out annual targets for biofuels and other trading renewable fuels for the period 2008-2010; and

e |t enables the Minister of Industry, Tourism and Trade to pass any regulation promoting the
incorporation of biofuels and other renewable fuels in order to achieve the annual objectives fixed.

Order ITC/2877/2008 introduced the most significant changes in the fuel distribution automotive sector
since the liberalization of the sector in 1999. Under article 6 of the Order, the Spanish Energy Commission is
responsible for issuing certificates of biofuels and controls and supervises the compliance with the biofuel
trading obligations. In this context, the Spanish Energy Commission (currently, the Spanish Markets and
Competition Commission) issued Circular 2/2009, of February 26, which has been successively replaced by
Circular 4/2012, of July 12, Circular 7/2012, of October 4, and Circular 1/2013, of May 9, currently in force
(Circular 1/2013, de 9 de Mayo, de 12 de julio, de la Comision Nacional de Energia, por la que se requla de la
gestion del mecanismo de fomento del uso de biocarburantes y otros combustibles renovables con fines de
transporte) which defines the operation of the mechanism of certification of biofuels and other renewable
fuels sold or consumed for transport purposes. Furthermore, in accordance with Article 11 of the Order
ITC/2877/2008 the Spanish Energy Commission issued the Circular 1/2010, of March 25, which has been
replaced by Circular 5/2012, of July 12 (Circular 5/2012, de 12 de julio, de la Comision Nacional de Energia,
por la que se regulan los procedimientos de constitucion, gestion y reparto del fondo de pagos
compensatorios del mecanismo de fomento del uso de biocarburantes y otros combustibles renovables con
fines de transporte), which regulates the proceedings of the compensation payment fund for the mechanisms
to promote the use of biofuels and other renewable fuels for transport.

Royal Decree 459/2011, of April 11, establishes the new mandatory targets for biofuel use in Spain for
2011,2012 and 2013. In particular, the mandatory targets established in the Royal Decree for biofuel content
in fuel sold for transport purposes are the following: 6.2% for 2011, 6.5% for 2012 and 6.5% for 2013 for
biofuels, and 6.0% for 2011, 7.0% for 2012 and 7.0% for 2013 for biodiesel.

Order IET, 822/2012, of April 20, has established for two years, extendable for two additional years by a
resolution of the Secretary of the Spanish Department of Energy, the assignment of biodiesel production
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output for the valuation of the compliance of biofuels mandatory goals, in favor of Spanish and European
biodiesel plants to comply the biofuels mandatory targets set out in the Directive 2009/28/CE.

Order IET/2199/2012, of October 9, postponed “sine die” the public tender for biodiesel production
assignment established in Order IET/822/2012 due to the threat of an increase in the oil prices for final
consumers. The publication of a new order is anticipated to take place in the first quarter of 2013.

Order [ET/2736/2012, of December 20 modified Order IET/822/2012, and introduced the following
changes:

1. It widens maximum annual target in 0.5 million tons.

2. Legitimation to be an applicant is open to any production facility or unit, without any geographical
restriction.

3. Call for public tender must be made through resolution from the Secretary of State for Energy.

Resolution 5 February, 2013 of the Secretary of State for Energy, called for a procedure for biodiesel
production assignment.

Royal Law Decree 4/2013 of February 22 (Real Decreto-Ley 4/2013 de 22 de febrero de medidas de
apoyo al emprendedor y de estimulo del crecimiento y de la creacion de empleo) includes in Article 412 lower
biofuels targets 2013 on going (from 6.5% to 4.1%), of bioethanol in gasoline (froml 4.1% to 3.9%), and
biodiesel to diesel (from 7% to 4.1%). Its Article 42 delays “sine die” sustainability request.

Water Regulatory Framework

Spain is currently the only country within the European Union in which we operate our Water segment.
The Spanish water regulatory framework, which primarily regulates the desalination process and the water
concessions needed for the operation of our thermo-solar plants, is included in the Water Law as approved by
Royal Legislative Decree 1/2001, of July 20 (the “Water Law”), and developed by the Royal Decree 849/1986,
of April 11, which approves the regulation of public water.

The Water Law regulates the use of hydraulic public property, in addition to authorizations and public
concessions necessary in accordance with Law 22/1988, of July 28, on coasts, and other applicable
regulations. The Water Law also regulates hydraulic infrastructures, which are defined as the construction of
infrastructure for collection, extraction, desalination, storage, regulation, piping, control and use of water,
including its drainage and purification, processing and reuse. In addition, Law 26/2007, of October 23, on
environmental responsibility establishes a preventive and reparative administrative responsibility framework,
applicable to water operators whose activities impact on the environment.

Solar Regulation
Overview

The Kyoto Protocol was adopted on December 11, 1997 and introduced mandatory targets for
participating countries to reduce emissions of greenhouse gases by at least 5% against 1990 levels in the
five-year period between 2008 and 2012. The Kyoto Protocol came into effect on February 16, 2005. The
European Commission announced in March 2007 new targets for reducing emissions of greenhouse gases
among the EU Member States. These targets include a unilateral commitment to reduce overall EU
greenhouse gas emission levels by 20% from 1990 levels by 2020. In addition, the European Commission
made a conditional offer to increase this percentage reduction to 30% if other major emitting countries make
a corresponding commitment to reduce emissions. The European Union and its Member States announced
their willingness to continue negotiations to reach an international legally binding agreement to be in force
starting on January 1, 2013, when the first commitment period of the Kyoto Protocol expires. In any case, the
Kyoto Protocol has led to the implementation of policies and actions to promote and support the use of
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energy from renewable sources, which have been favorable to the renewable energy sector and, in particular,
the solar energy sector.

The renewable energy industry benefits from government subsidies and incentives in Spain, the United
States and the other markets in which we operate. Internationally, the most common public incentives in the
renewable energy sector include, among others, the following systems:

e Green certificates. Producers of renewable energy receive a “green certificate” for each
megawatt-hour they generate and suppliers of energy have an obligation to purchase part of the
energy that they supply from renewable sources.

e Investment grants and direct subsidies. These apply to the costs of installation of generating plants.

e Tax exemptions or relief. These include ITCs, cash grants in lieu of tax credits, accelerated
depreciation, among others, in the United States.

e System of direct support of prices. These include regulated tariffs and premiums. The system
previously in effect in Spain involved a regulatory guarantee to purchase the energy generated by a
renewable energy plant for an allotted period of time at a fixed tariff per kilowatt-hour ("kWh") for a
maximum annual number of hours, so that the producer was ensured of a reasonable return on its
investment. This system was totally replaced in 2013, as described below.

Solar Requlatory Framework
Law 15/2012 on Tax Measures for Energy Sustainability

On December 27, 2012, the Spanish Parliament approved Law 15/2012 which became effective on
January 1, 2013 (“Law 15/2012"). The aim of Law 15/2012 is to try to combat the problem so-called “tariff
deficit”, which reached roughly €30 billion in December 2013.

Law 15/2012 provides for an electricity sales tax which is levied on activities related to electricity
production. The tax is triggered by the sale of the electrical power and affects both traditional electricity
generation and electricity generated from renewable sources. The tax (at a single rate of 7%) is levied on the
total income received from the power produced at each of the installations.

Furthermore, Law 15/2012 provides for a tax trigger in the production and storage of nuclear energy
waste, taxes on gas consumption for power generation (the so-called “green cent”) and other measures.

Royal Decree Law 9/2013

Royal Decree Law 9/2013, of July 12, on the adoption of urgent measures to guarantee the financial
stability of the electric system, was published in the Spain’s Official State Gazette on July 13, 2013, and
entered into force on July 15, 2013 (hereinafter, as amended as the case may be pursuant to Act 24/2013, of
December 26, of the Electricity Sector, “RDL 9/2013").

The purpose of RDL 9/2013 is to adopt a series of measures to ensure the sustainability of the electricity
system and to combat the so-called “tariff deficit”.

The measures adopted therein are focused primarily on the following areas, among others: (i) the legal
and financial regime for the existing electricity production facilities using renewable energy sources,
cogeneration and residual waste; (ii) the remunerative regime for transport and distribution activities; (iii) the
State’s Guarantee of the Securitization Fund to cover the Deficit in the National Electricity Sector; and
(iv) certain aspects related to payments for capacity, assumption of the cost of the social bond and review of
the access tolls.

RDL 9/2013 abolishes the previous financial system based on a regulated tariff applicable to electricity
production facilities using renewable energy sources, even for power plants in operation at the time the RDL
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9/2013 entered into force. RDL 9/2013 establishes a new remuneration system different from the previous
model (RDL 9/2013 repealed prior regulation, contained mainly in Royal Decree 661/2007). Unlike previous
reforms, which tweaked the feed-in tariff scheme applicable in Spain since 2007, in this case the entire
system of regulated revenues has been altered. The Government has elected to untie its aid from electricity
output and to base payments on standard values of investment and operating and maintenance costs. The
principle driving the new regulations is that the incentives that each kind of electricity producer receives
should be equivalent to the costs that it cannot recover on the electricity market (competing with other
technologies). This would enable a “well run and efficient enterprise” to recover the costs of building and
running a plant, plus a reasonable return on their investment. In the case of plants eligible for premiums when
RDL 9/2013 entered into force, producers will now receive, together with the pool price for the energy
produced, a payment tied to the standard investment for the relevant kind of plant, independently of the
amount of energy they generated (but provided that certain operation requirements are met). This “payment
for investment” (in €MW of installed capacity) would be supplemented in the case of technologies with
running costs in excess of the pool price with an “operating payment” (in € MWh produced, excluding
production attributable to the use of back up fuel).

The payment parameters may be reviewed from time to time (every one, three or six years). According to
the provisions of RDL 9/2013, the new remunerative regime enables renewable installations to obtain
reasonable profitability in relation to a standard facility applicable in each case. Reasonable profitability shall
be calculated, before taxes, on the average yield of Spanish government 10 year bonds on the secondary
market, applying the appropriate differential. Nevertheless, for those special regime installations that, on the
date of entry into force of RDL 9/2013, were entitled to premium based remuneration, reasonable
profitability will be set, before tax, on the average yield of Spanish government 10 year bonds on the
secondary market in the preceding 10 years plus 300 basis points, which in any event will be reviewed every
six years.

The new rules came into force on July 14, 2013 (when RDL 9/2013 came into force). Settlements after
that date and until the new implementing regulations are adopted will be made in accordance with the
previous regime (Royal Decree 661/2007). However, following the implementation of such new regulations,
payments made during such period will be recalculated in accordance with the new regulations. The
difference between the amounts received under the prior regime and those calculated under the new regime
will be deducted from the first nine settlements (or longer, if the Industry Ministry determines so) that follow
the approval of the new implementing regulations.

New Electricity Sector Act

Act 24/2013, of December 26, of the Electricity Sector, was approved by the Spanish Parliament and
published on December 27, 2013 (the “New Act”). The new Act supersedes prior electricity sector laws.

As to electricity production out of renewable energy sources, the New Act basically restates RDL 9/2013
and the new economic system for renewable plants which was established therein, which will still apply with
minor changes as from July 14, 2013 onwards.

Renewable electricity producers participate, under the regimen established in the New Act, in the
formation of the electricity pool price in the market. In addition, as from January 1, 2014, renewable
electricity producers will proportionally borne the so called “tariff deficit” that the national electrical system
may incur from time to time if tolls and tariffs are not increased accordingly, provided that such deficit exceeds
certain thresholds.

Royal Decree and Ministerial Order

On November 26, 2013, a draft of Royal Decree developing regulations of electricity production out of
renewable energy sources, cogeneration and residual waste was made available by the Spanish Government.
This draft of Royal Decree develops technical requirements and general regulations pursuant to RDL 9/2013
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and the New Act, has been subject to public consultation and review reports have been issued by the
appropriate independent authorities. This draft of Royal Decree develops RDL 9/2013 and the New Act as far
as renewable, cogeneration and residual waste production is concerned, and does not change any of their
basics. As of March 14, 2014, the Royal Decree has not been approved nor published.

On February 3, 2014, a draft of a Ministerial Order was delivered by the Ministry of Industry to the
Spanish Markets and Competition Commission establishing the standard typologies for the plants under RDL
9/2013, associating every actual plant to a standard model under the Order. The New Act also set forth each
standard model the economic parameters and remuneration, including an “investment remuneration” per
installed capacity in MW and “operating payments” per production in MWh. Public consultation ended on
February 26. As of March 14, 2014, the appropriate independent authorities have not issued their review
reports yet, and this Ministerial Order has not been approved nor published. Nonetheless, no material
changes are expected and we have prepared our Consolidated Financial Statements considering the figures
provided in the draft Ministerial Order.

Applicable tax regime: Special provisions

Historically, the Spanish taxation framework has been very favorable for renewable energy but the
existing tax benefits are beginning to be phased out. However, there is a trend that has seen increases in the
tax benefits from research, development and technological innovation, as demonstrated by the recent
legislative initiatives in this area, including:

e The income tax deduction for R&D&i for companies which was made permanent under Royal Decree
3/2009 of March 27.

e The introduction of various measures conducive to investment in R&D&i and investments related to
the protection of the environment in the Law 2/2011, March 4, 2011 on Sustainable Economy Law,
such as increasing the percentage of the deduction applicable to innovative activities from 8% to 12%
within the ambit of the deduction for R&D&i.

¢ The introduction of a measure conductive to improve and facilitate the application and recovery of the
R&D&i tax deduction in Law 14/2013 of September 27 to support entrepreneurs and their
internationalization, by virtue of which, for fiscal years initiated as from January 1, 2013 and at the
discretion of the tax payer, under certain circumstances, upon a 20% reduction of the R&D&i tax
deduction, this deduction will not be subject to the ordinary limitations in the application of tax
deductions and in case of lack of tax quota of the period in which to apply this tax deduction, it will be
refundable in cash. The maximum R&D tax deduction either applicable or refundable is €3 million per
year and €1 million for technological innovation.

Tax deductions for research, development and innovation

The tax deduction for R&D&i is regulated in Article 35 of Legislative Royal Decree 4/2004 of March 5,
approving the revised corporate income tax (“TRLIS”). For purposes of the deduction, the definitions of each
of the concepts of research, development and technological innovation in Article 35 of the TRLIS are of
significant importance, which differentiates between research and development and the concept of
technological innovation. Article 35 of TRLIS states explicitly that certain specific activities are considered
research and development for purposes of the deduction. Expenses relating to the qualifying R&D&i activities
are entitled to a 25% deduction for the period in which they were incurred (or 42% for those expenses that
exceed the average expenditure over the preceding two years for this purpose), provided that such expenses
were incurred in accordance with cost accounting and were specifically undertaken in connection with
identified projects. In addition, investments in tangible fixed assets and intangible assets made in connection
with R&D&i are entitled to a deduction of 8% and an expenditure corresponding to qualified personnel
exclusively engaged with the R&D& is entitled to a deduction of 17%.
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Expenditures associated with technological innovation activities are entitled to a deduction of 8% for the
period in which they were incurred (12% for fiscal periods commencing after the entry into force of Law
2/2011, March 4, 2011 on Sustainable Economy), provided that such expenses were incurred in accordance
with cost accounting and were specifically undertaken in connection with identified projects. These
deductions may be applied in assessments of tax periods that end in the 18 years subsequent to the tax period
in which they were generated, provided that the other requirements of the corporate income tax regulations
are complied with.

Tax deductions for environmental investments

This deduction, which is regulated in Article 39 of the TRLIS, gives tax incentives for investments which
seek to protect the environment. Such investments include investments in new assets that are intended for
use in the active exploitation of renewable energy sources, including specifically the use of solar energy for
conversion into heat or electricity. Such investments have historically been entitled to a deduction of 10%.
However, Law 35/2006 gradually eliminates this deduction by reducing the percentage of deductions
according to the schedule.

% of Environmental

Periods Commencing from the Following Dates Investment
0170172006 . . . . 10
0170172007 . . o 8
0170172008 . . . . o 6
0170172009 . . . . 4
0170172010 . o o 2
01/01/2011 and after . . .. .. 0

Therefore, for fiscal years beginning after January 1, 2011, deductions for environmental investments
will no longer apply. These deductions may be applied in the assessments of tax periods that end in the
15 years subsequent to the tax period in which they were generated, provided that the other requirements of
the corporate income tax regulations are complied with.

However, as from the entry into force of Law 2/2011, March 4, on Sustainable Economy, investments in
tangible assets for the protection of the environment consisting of facilities to prevent air, noise or water
pollution will be entitled to a deduction of 8%.

United States Regulations

Our operations within the Biofuels segment of our Industrial Production activity and the Solar segment of
our Concession-Type Infrastructures activity are subject to significant regulation in the United States.

Bioenergy Regulation
Federal Renewable Fuel Standard (“RFS”)

The Energy Policy Act of 2005 (“EPACT 2005") set the first United States renewable fuel volume
mandate. The renewable fuel program established by the Environmental Protection Agency (“EPA”) under
EPACT 2005 required that 4 Bgal of renewable fuels be blended into gasoline for 2006, a volume mandate
that increased to 7.5 Bgal for 2012. The Energy Independence and Security Act of 2007 (“EISA”) modified and
expanded the RFS in a number of respects: increased the renewable fuel volume mandate to 9 Bgal for 2008
and set increasing volume mandates through 2022, when the volume mandate will reach 36 Bgal of total
renewable fuels. EISA also sets complementary annual volume mandates for “advanced biofuel” as well as
two specific kinds of renewable fuels, cellulosic biofuel and biomass-based diesel. Of particular note, EISA
defines advanced biofuel, cellulosic biofuel, and biomass-based diesel as having at least 50% less “lifecycle
greenhouse gases (“GHG") emissions”—"the aggregate quantity of greenhouse gas emissions (including
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direct emissions and significant indirect emissions such as significant emissions from land use changes). . .
related to the full fuel life cycle, including all stages of fuel and feedstock production and distribution. . .
“—than the gasoline or diesel the renewable fuels are replacing. Specifically, EISA defines “advanced biofuel”
as “renewable fuel, other than ethanol derived from corn starch that has life cycle greenhouse gas emissions.
.. that are at least 50% less than baseline life cycle greenhouse gas emissions” as determined by EPA. EISA
defines “cellulosic biofuel” as “renewable fuel derived from any cellulose, hemi-cellulose, or lignin that is
derived from renewable biomass and that has life cycle gas emissions. . . that are at least 60% less than
baseline life cycle greenhouse gas emissions” as determined by EPA.” The EPA announced in May 2012 its
determination that ethanol produced from grain sorghum (or milo) at facilities that use biogas digesters in
combination heat and power technology meets the 50% GHG emissions reduction threshold requirement for
an advanced biofuel. Further, EISA defines “biomass-based diesel” as renewable fuel defined as “biodiesel”
under the Energy Policy Act of 1992 and which has life cycle GHG emissions which EPA determines to be at
least 50% less than baseline lifecycle GHG emissions.

In addition, EISA requires that any renewable fuel which is to be counted towards the RFS and is
produced at a facility which commences construction after December 19, 2007, achieve at least a 20%
reduction in life cycle GHG emissions compared to baseline life cycle GHG emissions. (This life cycle GHG
emissions reduction requirement, coupled with EPA's inclusion in the implementing regulations of an analysis
of indirect emissions from international land use changes related to biofuel production, may serve to exclude
some biofuels from counting towards the RFS.) In May 2012, the EPA announced that ethanol produced from
grain sorghum (or milo) at facilities that use natural gas meets the minimum 20% GHG emissions reduction
threshold for renewable fuels. Under the Clean Air Act (the “CAA"), as amended by EISA and EPACT 2005,
EPA possesses the authority to waive or adjust downward RFS requirements if the EPA Administrator, in
consultation with the Secretary of Energy and the Secretary of Agriculture, determines that an RFS
requirement or requirements would severely harm the economy or the environment, or if there is an
inadequate domestic supply of a renewable fuel or fuels. The EPA is specifically required to review the
availability of cellulosic biofuel and, if necessary, to downwardly adjust the annual volume mandate for
cellulosic ethanol. After determining that limited production of cellulosic biofuel is occurring, EPA reduced the
annual volume mandate for that fuel each of 2011 and 2012. However, EPA did not reduce or modify the
advanced biofuel or total renewable fuel annual volume mandates. A number of lawsuits were filed
challenging EPA's cellulosic biofuel and certain other mandates as being too high, and based upon those
lawsuits, the 2011 and 2012 volumes for cellulosic biofuels were eliminated. The EPA Administrator also has
authority under the CAA, in certain circumstances, to revise upwardly or downwardly the GHG reduction
percentages required of renewable fuel, advanced biofuel, cellulosic biofuel, and/or biomass-based diesel.

As implemented under EPA's March 2010 regulations, the RFS requires producers and importers of
gasoline and diesel to meet the various volume mandates for total renewable fuel and the various renewable
fuel types. Producers and importers of gasoline and diesel must purchase renewable fuel (or renewable fuel
credits, called “renewable identification numbers”) in an amount equal to or greater than a certain
percentage, set by EPA, of their gasoline or diesel production and/or importation. EPA sets the percentages so
that, if producers and importers produce and import gasoline and diesel in the volumes EPA projects, and if
each producer and importer meets its obligations under the RPS, then total renewable fuel, advanced biofuel,
cellulosic biofuel, and biomass-based diesel will be produced in the amounts required by EISA (or downwardly
adjusted by EPA pursuant to its authority under EISA). Additionally, renewable fuel producers face
recordkeeping and reporting obligations. The EPA has finalized standards for 2013, reducing cellulosic
volumes, but not other volumes.

Each year, EPA is obligated to designate volume requirements for the amount of renewable fuels that will
have to be added to non-renewable fuels pursuant to the RFS (which designates annual volume projections
for each year of the law through 2022) during the following year. In late November, EPA released their
proposed volume requirements for 2014. These requirements contained the normal reductions for the
category of “Cellulosic Biofuels”, based on the fact that the aggressive projections of the original 2007 law
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for cellulosic production were not realized. EPA has made this same reduction in this cellulosic categories in
prior years, but has not previously reduced either the category of Advanced Biofuels, or the overall total
renewable fuel volume requirements of the law. The effect of the proposed reduction is to provide a market
for the cellulosic and Advanced Biofuels that are expected to be produced, but to reduce the requirement to
blend conventional biofuels (mostly corn ethanol) from the statutory requirement of 14.4 billion gallons to
13.0 billion gallons in 2014 (compared to a 13.8 billion gallon requirement in 2013).

For 2014 EPA is proposing to reduce both the “Advanced Biofuels” category and the total renewable fuel
volumes for the first time, due to the fact that the so-called blend wall (the amount of ethanol that can be
blended into gasoline at a 10% blend ratio) prevents gasoline retailers from selling higher volumes of ethanol.
The ethanol industry rejects this rationale, and argues that higher blends of ethanol (E15 and E85) allow more
than 10% blend levels to be achieved. Moreover, the ethanol industry argues that the primary purpose of the
RFS is to force the petroleum monopoly to go beyond this fictitious “blend wall” in blending increasingly
higher volumes of alternative renewable fuels, and that under the provisions of the law EPA does not have the
authority to consider market or distribution issues (only supply issues) in setting annual volumes.

The current proposal by EPA is not a final rule until EPA completes its evaluation of the approximately
16,000 comments that were filed during the public comment period, and then issues its final rule on the
matter. The industry has mounted a significant campaign to encourage EPA to change its proposal and
increase the required volumes, and there are strong indications that EPA will modify this proposal to increase
these required volumes of ethanol blending before it becomes law. If EPA does not significantly change its
proposal it is likely that the ethanol industry will file a lawsuit against EPA to force such a change. EPA has
indicated that it will issue its final rule in June or July, 2014.

Grants and Loan Guarantees from Department of Agriculture and Department of Energy

The Food, Conservation, and Energy Act of 2008 (“Farm Bill”) authorized a number of United States
Department of Agriculture (“USDA") programs that promote the development and expansion of bio-energy
production. The USDA Biorefinery Assistance Program under Farm Bill Section 9003 provides to eligible entities
both grants to construct demonstration “advanced biofuel” refineries and loan guarantees for the
development, construction, and retrofitting of commercial-scale bio-refineries that produce "advanced
biofuels.” As under the RFS, “advanced biofuel” is defined as fuel derived from renewable biomass other than
corn kernel starch. Under Farm Bill Section 9003, loan guarantees are capped at $250 million and grant funding
is capped at a percentage of the project cost. The USDA Bioenergy Program for Advanced Biofuels under Farm
Bill Section 9005 provides payments to eligible producers of advanced biofuels to support expanded
production. Payments are based on: the amount of funding available; the number of producers participating in
the program; the amount of advanced biofuel being produced; the duration of production by the eligible
producer; and, the net nonrenewable energy content of the advanced biofuel, if sufficient data is available. The
bioenergy program for advanced biofuels will provide no more than 5% of total available funds to producers
with an annual refining capacity of 150,000,000 gallons or more of advanced biofuel. Mandatory funding is
available under both the Biorefinery Assistance Program and the Program for Advanced Biofuels through fiscal
year 2012 but mandatory funding was not included for the year 2013. Although the Farm Bill has now expired,
there are ongoing efforts to renew it. The Biomass Research and Development Initiative, a collaboration of the
USDA and the DOE created under Farm Bill Section 9008, provides grant funding and other financial assistance
to eligible projects addressing the research, development, and demonstration of biofuels and bio-based projects
and the methods, practices, and technologies for their production. The initiative is geared towards addressing
three main areas: feedstock development, biofuels and bio-based products development, and biofuels
development analysis. The USDA Repowering Assistance Program under Farm Bill Section 9004 provides
payments to eligible bio-refineries to encourage the use of renewable biomass as a replacement fuel source for
fossil fuels used to provide process heat or power in their operation.

The USDA published in the Federal Register in April 2010 proposed rules implementing the Bioenergy
Program for Advanced Biofuels (Farm Bill Section 9005) and Repowering Assistance Program (Farm Bill
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Section 9004) that would have served to exclude from the program most foreign entities, as well as
subsidiaries of most foreign entities. USDA similarly published in the Federal Register in April 2010 a proposed
rule implementing the Biorefinery Assistance Program (Farm Bill Section 9003) that would have made most
foreign entities, as well as subsidiaries of most foreign entities, ineligible for loan guarantees from the
program. Interim final rules published by the USDA in February 2011 eliminated the provisions limiting
foreign entity participation in the three programs.

The DOE, acting pursuant to Section 1705 of EPACT 2005 (as amended by the American Reinvestment
and Recovery Act (“ARRA")), guaranteed loans to certain eligible projects, including “[/]eading edge biofuel
projects that will use technologies performing at the pilot or demonstration scale that the Secretary
determines are likely to become commercial technologies and will produce transportation fuels that
substantially reduce life-cycle greenhouse gas emissions compared to other transportation fuels.” In order to
have qualified for a guarantee under the Section 1705 Program, physical construction must have commenced
at the primary site of the project on or before September 30, 2011. National Environmental Policy Act
("NEPA") review must have been completed prior to the issuance of a loan guarantee. Loan guarantees under
Section 1705 were limited to projects meeting the prevailing wage requirements set forth in the Davis-Bacon
Act of 1931. The DOE loan guarantees were issued to bio-refineries located in Hugoton, Kansas (Abengoa)
and Emmetsburg, lowa. A number of industry associations representing bioenergy producers asked the
government to make changes to the loan guarantee program, including stipulating that the existence of the
RFS suffices to show that there is a reasonable prospect that advanced biofuel makers will be able to repay
loans, extending the September 2011 construction commencement deadline, and carving out loan
guarantee funds that would be dedicated to bio-energy projects.

The USDA's Business and Industry Loan Guarantee program and Rural Energy for America Program
("REAP") are other potential sources of loan guarantees or grant money for eligible bio-energy producers.
Both EISA and the ARRA authorized the DOE to make grants related to biofuel. DOE in the past made a
number of grants to fund biomass research and development. EPACT 2005 Section 932 authorized federal
funding of eligible cellulosic bio-refinery demonstration projects. The USDA Biomass Crop Assistance
Program provides eligible growers of renewable crops in certain areas with payments for growing the crops as
well as payments to sellers of eligible biomass materials to qualified biomass conversion facilities. The USDA
disburses value-added producer grants to incentivize eligible independent agricultural producers to engage in
activities such as biofuels production.

In December 2012, EPA approved a pathway to allow grain sorghum to be used as a feedstock for both
conventional biofuels and for advanced biofuels under the RFS. Per the EPA analysis, sorghum based ethanol
produced at dry mill facilities that use natural gas has a smaller GHG footprint than corn based ethanol (30%
reduction compared to baseline gasoline versus 20% for corn). We have two plants that historically use
100% sorghum (Colwich and Portales), though neither of these have been in operation since January 2012.
We are looking at the feasibility of using sorghum in York and Ravenna. The ability to qualify as an Advanced
Biofuel and help to fill that requirement (and to receive a higher value for that ethanol) is a great potential for
Colwich especially.

Other Federal Programs and Requirements Impacting Bioenerqy Producers

A number of other programs and requirements exist to promote bio-energy production and development.
The Energy Policy Act 1992 set a number of alternative fuel use and other requirements applicable to certain
vehicles in federal and state government fleets. The Federal Highway Administration Surface Transportation
Research, Development, and Deployment program provides some funding of bio-based research.

EPA possesses authority under the CAA to regulate fuels and fuel additives, and EPA until October 13,
2010 limited gasoline composition to 10% ethanol for most vehicles. On October 13, 2010, EPA granted a
partial waiver of its rule to allow for the sale of gasoline with up to 15% ethanol (E15) for use in light-duty
motor vehicles from model year 2007 or newer. On January 21, 2011, EPA granted another partial waiver

86



allowing the sale of E15 for use in light-duty motor vehicles from model years 2001- 2006. The CAA and EPA
regulations require that manufacturers of gasoline and diesel fuels and fuel additives produced and
commercially distributed for use in highway motor vehicles must register their gasoline and diesel fuels and
fuel additives with EPA, and all individual fuel and fuel additive manufacturers involved in manufacturing E15
must register. On March 16, 2012, EPA approved the industry’s misfueling mitigation plan, and on April 2,
2012, EPA approved the first E15 registration applications. The misfueling mitigation conditions of EPA’s
waiver must also be met before E15 can be lawfully sold. On June 15, 2012, EPA approved the first plans for
satisfying the misfueling mitigation conditions of the E15 partial waivers, and some companies have now met
all of the Clean Air Act requirements related to E15 and may lawfully introduce E15 into the marketplace.
Although E15 is currently sold in at least nine states, a number of states restrict the sale of some gasoline-
ethanol blends. Changes in state law may be needed before E15 may be sold in certain states and local
requirements and practical concerns, such as dispenser and tank compatibility, may also need to be
addressed. EPA also allows vehicle fuels to be sold containing higher levels of ethanol (such as E85, which is
85% ethanol), but these fuels are intended only to be used in vehicles certified as “flexible fuel.”

Ethanol imported into the United States faces an ad valorem tariff of 2.5%; a secondary tariff of
$0.54/gallon expired on December 31, 2011.

State and Local Incentives for and Programs Concerning Bioenergy Production

In addition to federal government support, many states have enacted laws or programs incentivizing or
impacting bio-energy production. Programs and incentives come in the form of grants, loans, tax exemptions,
job training programs, direct payments and mandates requiring the use of biofuels or low carbon fuels. For
example, California implemented a low carbon fuel standard (“LCFS”) that requires a 10% reduction in
transportation fuel carbon intensity by 2020. California’s LCFS is the subject of litigation and was enjoined
from December 2011 to April 2012. The litigation continues, but California won the federal lawsuit, resulting
in the lifting of the injunction preventing implementation of LCFS. The decision is currently on appeal.

In Kansas, a newly constructed biomass-to-energy facility is exempted from state property taxes for up to
10 taxable years immediately following the taxable year in which construction or installation is completed. To
fall within the exemption, we would need to establish that the plant meets the definition of a
biomass-to-energy facility, which requires the use of biomass to produce at least 500,000 gallons of cellulosic
alcohol fuel, liquid or gaseous fuel, or other sources of energy in a quantity with energy content at least equal
to that of 500,000 gallons of cellulosic alcohol fuel. The Kansas Development Finance Authority may also
issue revenue bonds to cover the costs of construction or expansion of a biomass-to-energy facility. An
upcoming legislative initiative known as the Master Limited Partnerships (MLP) Parity Act would allow
renewable energy project developers looking for private investment funding to benefit from the same
opportunities enjoyed by oil, natural gas, coal extraction and pipeline developers. Such projects can
frequently access more liquid capital at a lower cost.

Environmental Permitting and Compliance

Bio-energy facilities face numerous potential permitting, licensing, and land use requirements and are
subject to various federal, state, and local environmental laws, including laws governing: the discharge of
materials into the air, water, and ground; the use, handling, storage, generation, transportation and disposal
of hazardous materials, access to and use of water resources; and, employee health and safety. These
environmental laws can require the installation of pollution control equipment or operational changes for the
purpose of limiting potential or actual environmental impacts. Violations of these laws or permit conditions
may result in significant fines, the revocation of permits (including the potential for facility shutdown),
criminal sanctions, and/or natural resources damage claims. Prior to development, permitting authorities may
require that bio-energy projects consider and address, among other things, the impact on water resources
and water quality, endangered species and other biological resources, existing land uses and zoning,
agricultural resources, archaeological, paleontological, recreational and cultural considerations, and the
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impact on the landscape. Project approvals may be conditioned upon the project being modified, including to
involve mitigation measures.

Potentially applicable federal permits might be required under the CAA, the Endangered Species Act
("ESA"), the Clean Water Act (“CWA"), the National Historic Preservation Act, and the National Wilderness
Preservation Act, among other federal laws. Depending upon a number of factors (including facility location
and potential to emit), the CAA may require bioenergy facilities to obtain preconstruction and operating
permits, model potential emission impacts, install control technology to mitigate emission impacts, and
purchase offsets to cover remaining emission impacts. In many instances, EPA has delegated its CAA authority
to state or local authorities, who are then primarily responsible for issuing air emission permits. Some
bioenergy facilities emit various pollutants regulated under the CAA, including volatile organic compounds
("VOCs"), oxides of nitrogen (“"NOx"), carbon dioxide (“CO2"), particulate matter (“PM") and hazardous air
pollutants (“HAPs"). A number of CAA standards, are potentially applicable to a facility if it exceeds certain
emission thresholds (such as for pollutants regulated as “hazardous”) or contains certain pieces of equipment
(such as boilers, heaters, or liquid storage tanks of a certain size). EPA has recently taken steps to regulate
GHG emissions under the CAA. As such, bioenergy facility operation or expansion may face regulatory
requirements relating to GHG emissions reporting and reduction. The ESA is intended to protect endangered
species by prohibiting the take of listed animals without a permit. The ESA makes it unlawful to harm a listed
animal either directly or by significantly modifying its habitat in a way that interferes with the animal’s
breeding, feeding, or sheltering patterns. The CWA makes it unlawful to fill wetlands or other waters without
a permit, or to make point source discharges into navigable waters or their tributaries without a permit. The
Emergency Planning and Community Right-to-Know Act and Sections 112(r)(1) and 112(r)(7) of the CAA may
impose certain risk management planning, inventory reporting, release reporting, and other requirements
upon biofuel facilities storing substances regulated under these acts in excess of certain quantities. Permits
from other federal agencies may be required if federal lands, federally regulated natural resources, military
zones, or other areas of federal competence are involved or may be impacted by the construction or
operation of a renewable energy facility. The Comprehensive Environmental, Response, Compensation, and
Liability Act of 1980 may subject bioenergy producers who arrange for the disposal of hazardous wastes to
investigation or clean-up costs related to disposal sites.

Projects involving discretionary federal action must normally comply with NEPA, which requires
assessment of the project’s environmental impacts and includes public review and involvement. If a project
does not fall under a categorical exclusion or exemption, then an environmental assessment (“EA”) or an
environmental impact statement (“EIS”) must be prepared. An EA is the less rigorous assessment, can take
approximately six months to complete, and will result in either a “finding of no significant impact” (“FONSI”)
or a finding that significant impacts are likely. If a FONSI is issued, NEPA review is complete. If, on the other
hand, the EA finds significant impacts to be likely, an EIS must be prepared (which can take a year or longer)
describing the environmental impact of the project and possible alternatives.

Various states have also implemented environmental laws and regulations that impact renewable energy
projects. State or local approvals might be needed: to obtain air emission permits; to address impacts upon
historic resources, state endangered species act considerations, considerations under state corollaries to the
CWA, traffic, GHG emissions, or urban encroachment; to remove agricultural preservation restrictions; for
wastewater and storm water discharges, water rights permits, water supply assessments, lake and streambed
alterations, a utility license, or various land use approvals, among other reasons. As one example, California
released in November 2011 air quality guidance addressing stationary and mobile source emissions
associated with bio-refineries that could result in stricter air pollution control requirements than have
previously been imposed. Certain state environmental laws require the preparation of an environmental
impact report similar to the federal impact statement, while some states require a meeting to be held to solicit
comments from affected local landowners and local authorities.

Litigation or third party appeals challenging or seeking to delay permits for bio-energy facilities could
delay or prevent the construction or operation of these facilities.
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Federal Tax Incentives

The federal tax credits available to producers of biofuel vary according to the type of biofuel produced
and the feedstock used to produce that fuel. Producers of blended fuel mixtures were eligible for an excise or
income tax credit of $.45 per gallon of ethanol (regardless of feedstock) that was blended with gasoline and
sold or used as fuel in a trade or business, but these credits expired on December 31, 2011. Producers of
cellulosic biofuel, such as ethanol produced from wood chips and plant wastes, were eligible for a maximum
$1.01 per gallon tax credit, which expired on December 31, 2013. Blenders of biodiesel and renewable diesel
fuel were eligible for a tax credit of $1.00 per gallon blended into motor fuels, but these credits expired on
December 31, 2013.

In addition, under the same program as that applicable to solar energy property, an owner of eligible
bioenergy property may be eligible to apply for a cash payment from the United States Department of the
Treasury in the amount of a one-time federal income investment tax credit equal to 30% of the tax basis of
the eligible property if construction began in 2009, 2010 or 2011 and the property is placed in service before
January 1, 2017. See "—Solar Regulation—Section 1603 Treasury Grant Program.”

Accelerated Depreciation

Owners of eligible biofuel property may also benefit from accelerated depreciation of the property over a
five-year period under the Modified Accelerated Cost Recovery System (“MACRS”) under the United States
Internal Revenue Code of 1986, as amended. In addition, some property used in biofuel projects may qualify
for bonus depreciation for equipment placed in service before January 1, 2014. Under the same statute a
deduction of 50% of the cost of qualifying property is permitted in the first year for property placed in service
in 2012 and 2013. Bonus depreciation under this statute expired on December 31, 2013.

Solar Regulation

Federal, state and local energy laws and regulations apply to the development, ownership, business
organization and operation of power generation facilities in the United States. The United States federal
government regulates the sale of electricity at wholesale and certain environmental matters, and state and
local governments regulate the construction of power generation facilities, the sale of electricity at retail, and
certain other environmental and permitting matters.

United States Federal Requlation of the Electricity Industry

The United States federal government regulates the wholesale sale of electric power and the
transmission of electricity in interstate commerce through the Federal Energy Regulatory Commission
("FERC"), which draws its jurisdiction from the Federal Power Act (“FPA"), as amended, and from other
federal legislation such as the Public Utility Regulatory Policies Act of 1978 (“PURPA"), the Energy Policy Act of
1992 ("EPACT 1992”) and the Energy Policy Act of 2005 (“EPACT 2005"). EPACT 2005 repealed the Public
Utility Holding Company Act of 1935 and replaced it with the Public Utility Holding Company Act of 2005
("PUHCA").

Requlation of Electricity Generators

The FPA provides FERC with exclusive ratemaking jurisdiction over all “public utilities” that engage in
wholesale sales of electricity and/or the transmission of electricity in interstate commerce. The owners of
renewable energy facilities selling at wholesale are therefore generally subject to FERC's ratemaking
jurisdiction. FERC may authorize a public utility to make wholesale sales of electric energy and related
products at negotiated or “market-based” rates if the public utility can demonstrate that it does not have, or
that it has adequately mitigated, horizontal and vertical market power and that it cannot otherwise erect
barriers to market entry. Entities granted market-based rate approval face ongoing filing and compliance
requirements. In granting market-based rate approval to a wholesale generator, FERC also typically grants
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blanket authorizations under Section 204 of the FPA and FERC's regulations for the issuance of securities and
the assumption of debt liabilities.

If the criteria for market-based rate authority are not met, FERC has the authority to impose conditions
on the exercise of market rate authority that are designed to mitigate market power or to withhold or rescind
market-based rate authority altogether and require sales to be made based on cost-of-service rates, which
could in either case result in a reduction in rates. FERC also has the authority to assess substantial civil
penalties (up to $1 million per day per violation) for failure to comply with tariff provisions or the requirements
of the FPA.

FERC approval under the FPA may be required prior to a change in ownership or control of a 10% or
greater voting interest, directly or through one or more subsidiaries, in any public utility (including one of our
U.S. project companies) or any public utility assets. FERC approval may also be required for individuals to serve
as common officers or directors of public utilities or of a public utility and certain other companies that
provide financing or equipment to public utilities.

FERC also implements the requirements of PUHCA applicable to “holding companies” having direct or
indirect voting interests of 10% or more in companies that (among other activities) own or operate facilities
used for the generation of electricity for sale, which includes renewable energy facilities. PUHCA imposes
certain record-keeping, reporting and accounting obligations on such holding companies and certain of their
affiliates. However, holding companies that own only exempt wholesale generators ("EWGs"), foreign utility
companies, and certain qualifying facilities under PURPA are exempt from the federal access to books and
records provisions of PUHCA. EWGs are owners or operators of electric generation facilities (including
producers of renewable energy, such as solar projects) that are engaged exclusively in the business of owning
and/or operating generating facilities and selling electricity at wholesale. An EWG cannot make retail sales of
electricity, may only own or operate the limited interconnection facilities necessary to connect its generating
facility to the grid, and faces restrictions in transacting business with affiliated regulated utilities.

Regulation of Electricity Sales

Electricity transactions in the United States may be bilateral in nature, whereby two parties contract for
the sale and purchase of electricity subject to various governmental approval processes or guidelines that may
apply to the contract, or they may take place within a single, centralized clearing market for purchases and
sales of energy, electric generating capacity and ancillary services. Given the limited interconnections
between power transmission systems in the United States and differences among market rules, regional
markets have formed as part of the power transmission systems operated by regional transmission
organizations (known as “RTOs"” or independent system operators (“1SOs”)) in places such as California, the
Midwest, New York, Texas, the Mid-Atlantic region and New England.

Reliability Standards

EPACT 2005 amended the FPA to grant FERC jurisdiction over all users, owners, and operators of the
bulk power system for the purpose of enforcing compliance with certain standards for the reliable operation
of the bulk power system. Pursuant to its authority under the FPA, FERC certified the North American Electric
Reliability Corporation (“NERC”) as the entity responsible for developing reliability standards, submitting
them to FERC for approval, and overseeing and enforcing compliance with them, subject in each case to FERC
review. NERC, in turn, has delegated certain monitoring and enforcement powers to regional reliability
organizations. Users, owners, and operators of the bulk power system meeting certain materiality thresholds
are required to register with the NERC compliance registry and comply with FERC-approved reliability
standards.
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State Requlation of the Electricity Industry in the United States

State regulatory agencies in the United States have jurisdiction over the rates and terms of electricity
service to retail customers. Regulated investor-owned utilities often must obtain state approval for the
contracts through which they purchase electricity, including renewable energy, if they seek to pass along the
costs of these contracts to their retail ratepayers. Different states apply different standards for determining
acceptable prices for utility procurement contracts, including contracts for the purchase of renewable energy.
In some states, electricity generation is deregulated and electricity supply is provided by retail or wholesale
third party suppliers, as determined in that state’s regulatory scheme. Several states hold auctions for the
wholesale supply of power to be sold through utilities to retail customers that do not choose a third party
competitive electric supplier.

In certain states, approval of the construction of new power generation facilities, including solar power
plants, is obtained from a state agency, with only limited regulatory approvals required from other state
agencies and local governments. However, in many states the permitting process for power plants, including
solar power plants, is also subject to land-use and similar regulations established at the county and municipal
government level. In other cases, state and local authorizations may involve a more extensive approval
process, possibly including an environmental impact evaluation and opposition by interested parties or
utilities.

Renewable Energy Tax Incentives in the United States

The United States provides various federal, state and local tax incentives to stimulate investment in
renewable energy generation capacity, including solar power. These tax incentives are subject to change and,
possibly, elimination in the future. Certain U.S. federal income tax incentives are described below.

Investment Tax Credit

Owners of eligible solar energy property (which includes most kinds of solar energy generation
equipment) that is placed in service before January 1, 2017 generally may claim a one-time federal income
investment tax credit (“ITC") equal to 30% of the tax basis of the eligible property. An owner of eligible solar
energy property who claims the ITC must reduce the tax basis of the eligible property by an amount equal to
one half of the credit. The ITC is subject to recapture (in declining amounts) if the owner sells or ceases use of
the property during the five-year period following the placed-in-service date. Once the 30% ITC expires at the
end of 2016, the permanent 10% ITC shall remain in effect.

Section 1603 Treasury Grant Program

In lieu of claiming certain U.S. federal income tax credits (in particular, the ITC), owners of eligible solar
energy property may be eligible to receive a cash payment (a “Cash Grant”) from the United States
Department of the Treasury (“Treasury”) equal to 30% of tax basis of the eligible property. Among other
requirements, to be eligible for a Cash Grant, the eligible property must have been placed in service in 2009,
2010 or 2011 or, for property not placed in service during that period, the construction of the specified
energy property must have begun after December 31, 2008 and before January 1, 2012. In addition, eligible
solar energy property must be placed in service by January 1, 2017. Certain persons, “disqualified persons,”
are ineligible to receive the Cash Grant and are prohibited from owning a direct or indirect interest in
otherwise Cash Grant-eligible solar energy property, unless the indirect interest is held through an entity
taxable as a C corporation for U.S. federal income tax purposes. Cash Grants are subject to recapture during
the five-year period beginning on the date the eligible solar energy property is placed in service. The amount
of the Cash Grant subject to recapture decreases ratably over the five-year recapture period. Among other
events, failure of the eligible property to be used for its intended purpose and the direct or indirect transfer to
a disqualified person (as described above) will cause recapture of the Cash Grant.
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Certain legislation required a mandatory sequestration of discretionary spending if U.S. Congress failed
to reach an agreement on a deficit-reducing budget by March 1, 2013. Because U.S. Congress did not
approve the requisite budget by that deadline, President Obama signed a sequestration order. Under the
current sequestration rules, every final decision by Treasury in respect of a Cash Grant, evidenced by an award
letter that is delivered to a cash grant applicant on or after October 1 2013 through September 30, 2014, will
reflect a 7.2% reduction in the Cash Grant award amount. This reduction applies regardless of the date on
which the application for a Cash Grant was received by Treasury.

Accelerated Depreciation

Owners of eligible solar energy property also benefit from accelerated depreciation of the property over
a five-year period under the Modified Accelerated Cost Recovery System (“MACRS”) under the United States
Internal Revenue Code of 1986, as amended. Most of the equipment used in CSP and PV projects qualifies for
five-year depreciation under MACRS. In addition, some equipment used in CSP and PV projects may qualify
for bonus depreciation for equipment placed in service.

Loan Guarantee Program

The DOE, in an effort to promote the rapid deployment of renewable energy and electric power
transmission projects, is authorized to grant guarantees with respect to certain loans to renewable energy
projects and related manufacturing facilities and electric power transmission projects under Sections 1703
and 1705 of EPACT 2005. The ARRA amended the EPACT 2005 to include Section 1705. In order to have
qualified for the Section 1705 Program, physical construction must have commenced at the primary site of
the project on or before September 30, 201 1. NEPA review must have been completed prior to the issuance
of a loan guarantee. In May 2011, the Section 1705 Program expired by statute, and DOE announced that it
would no longer accept new applications under that program. On September 30, 2011 the Section 1705 loan
guarantee program closed with no further loan guarantees to be issued.

Loan guarantees under Section 1703 continue to be available for solar. However, eligibility is limited. The
applicant must be located in the United States and may include foreign ownership so long as the project is
located in one of the fifty states, the District of Columbia or a U.S. territory. The project must employ a new or
significantly improved technology that is not a commercial technology. A commercial technology is defined as
in general use in the commercial marketplace in the United States at the time the term sheet is issued by the
Department of Energy. A technology is considered to be in commercial use if it has been installed in and is
being used in three or more commercial projects in the United States and has been in operation in each such
commercial project for at least five years. The project must also pay prevailing wages under the
Davis-Bacon Act.

DOE Research Grants, State Energy Funding, Workforce Training, and Other Initiatives under the
ARRA

The DOE received funding under the ARRA which it has disbursed or is in the process of disbursing to
increase solar power production. Some funds were allocated as grants to support research, development,
demonstration, and deployment projects. Funds were awarded to states on the basis of their electric
consumption to fund energy efficiency, renewable energy, and other energy programs. ARRA funds were
allocated with the purpose of providing workforce training with respect to renewable energy and energy
efficiency. A number of initiatives were funded by the DOE with ARRA monies, including initiatives addressing
solar market transformation, the integration of PV generation into the distribution system, and base load CSP
generation.
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U.S. State-Level Incentives

In addition to federal legislation, many states have enacted legislation, principally in the form of
renewable portfolio standards (“RPS”), which generally require electric utilities to generate or purchase a
certain percentage of their electricity supplied to consumers from renewable resources. In certain states it is
not only mandatory to meet these percentages from renewable resources, which in general are on the
increase, from renewable resources, but also electric utilities may be required to generate or purchase a
percentage of their electricity supplied to consumers from specific renewable energy technologies, including
solar technology. Depending upon the state, various certifications, permits, contracts and approvals may be
required in order for a project to qualify for particular RPS programs. Some states, for example, require that
only renewable energy generated in-state counts towards the RPS. According to the Database of State
Incentives for Renewable Energy, as of December 2012, 29 states, the District of Columbia, Puerto Rico and
the Northern Mariana Islands have implemented an RPS, and eight states, Guam and the United States Virgin
Islands have set voluntary renewable energy generation goals. Although there is currently no federal RPS
program, there have been proposals to create a federal RPS standard for renewable energy.

Renewable Energy Certificates ("RECs"”) are typically used in conjunction with RPS programs as tradable
certificates demonstrating that a certain number of kWh have been generated from renewable resources.
Under many RPS programs, a utility may generally demonstrate, through its ownership of RECs, that it has
supported an amount of renewable energy generation equal to its state-mandated RPS percentage. The sale
of RECs can represent a significant additional revenue stream for renewable energy generators. In RPS states
where a liquid REC market does not exist, renewable energy can be bought or sold through “bundled” power
purchase agreements, where the power purchase agreement price includes the price for renewable energy
attributes. Some states require that RECs and the associated electricity be purchased together in order to
count towards the RPS. In states that do not have RPS requirements, certain entities buy RECs voluntarily.
These RECs generally have lower prices than RECs that are used to meet RPS obligations. The price of RECs
can vary significantly, depending on their availability, which is turn depends upon the amount of renewable
generation that has been put in service in a state that has implemented RPS requirements. In some states, the
number of successful projects has generated more RECs than required to meet the applicable RPS
requirements for a given year or years, leading to steep drops in the market price for RECs. Additionally,
demand for RECs can be driven by requirements (such as those imposed under the California Environmental
Quality Act) that development projects mitigate potential significant GHG impacts identified in connection
with environmental clearances.

Effective December 10, 2011, California enacted legislation that increases its existing RPS to 25% by
2016 and 33% by 2020, and expands the program to cover publicly-owned utilities, in addition to investor-
owned utilities (“IOUs"). In addition, the California Solar Initiative (“CSI”) sets a goal of 1,940 MW of solar
capacity by the end of 2016. The CSI provides monetary incentives for solar installation between 1 kW and 5
MW in size as well as grants for research, development, and demonstration. California’s feed-in-tariff
program obligates IOUs to purchase solar generation at a standard price until a purchase threshold is crossed.
Colorado set an RPS of 30% by 2020 for IOUs, permits the trading of RECs, and requires that 3% of the RPS
be met by distributed generation in 2020 for IOUs. Arizona set an RPS of 15% by 2025, with 30% of the RPS
to be met from distributed generation. A Texas law signed in August 2005 requires that 5,880 MW of new
renewable generation be built by 2015. The law also set a target of having 10,000 MW of renewable
generation capacity by 2025. Additionally, Texas law establishes a minimum of 500 MW of non-wind
renewable generation, and doubles the RPS compliance value provided by non-wind generation.

Other incentives that states and localities have adopted to encourage the development of renewable
resources include property and state tax exemptions and abatements, state grants, and rebate programs. In
addition, a number of states collect electricity surcharges on residential and commercial users and through
public benefit funds reinvest some of these funds in renewable energy projects. California offers a property
tax incentive for certain solar energy systems installed between January 1, 1999 and December 31, 2016. The
Arizona Department of Revenue provides a corporate tax credit based on production for solar, wind, or
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biomass systems that are 5 MW or larger and are installed on or after December 31, 2010 and before
January 1, 2021.

Solar generation may also be incentivized by state GHG emission reduction measures, such as
California’s cap and trade scheme, which caps and reduces GHG emissions. The California cap and trade
program went into effect with respect to the electricity and other sectors starting in 2013.

Environmental Permitting and Compliance

Construction and operation of solar power plants and the generation and power transmission of
renewable energy is subject to environmental regulation by United States federal, state and local authorities.
Typically, environmental laws and regulations require a lengthy and complex process for obtaining licenses,
permits and approvals prior to construction, operation or modification of a generation project or power
transmission facilities. Prior to development, permitting authorities may require that project developers
consider and address, among other things, the impact on water resources and water quality, endangered
species and other biological resources, existing land uses and zoning, agricultural resources, archaeological,
paleontological, recreational and cultural considerations, and impact on landscape. Potentially applicable
federal permits might be required under the National Environmental Policy Act (“NEPA”), the Endangered
Species Act (“ESA”), the Clean Water Act ("CWA"), the National Historic Preservation Act, and the National
Wilderness Preservation Act, among other federal laws. The Federal Land Policy and Management Act
("FLPMA") provides the Bureau of Land Management (“BLM") with discretion to provide rights-of-way for
power plants and electric power transmission facilities on federal lands, and BLM has developed detailed
regulations for the management of its lands. Additional approvals would be needed if projects or power
transmission lines were to be located on Forest Service or tribal lands. Project approvals may be conditioned
upon the project being modified, including to involve mitigation measures.

A project that is located on federal land (as well as other projects involving federal agency action) must
comply with NEPA, which requires assessment of the project’s environmental impacts and includes public
review and involvement. If a project does not fall under a categorical exclusion or exemption, then an
environmental assessment (“EA”) or an environmental impact statement (“EIS”) must be prepared. An EA is
the less rigorous assessment, can take approximately six months to complete, and will result in either a
finding of no significant impact (“FONSI”) or a finding that significant impacts are likely. If a FONSI is issued,
NEPA review is complete. If, on the other hand, the EA finds significant impacts to be likely, an EIS must be
prepared (which can take a year or longer) describing the environmental impact of the project and possible
alternatives. The DOE and the BLM are jointly preparing a solar energy programmatic environmental impact
statement (“Solar PEIS”) in order to facilitate the permitting and sponsoring of large scale solar electric power
plants on public lands in the Western United States. The DOE and BLM released a draft Solar PEIS in December
2010, a supplement to the draft Solar PEIS on October 27, 2011, the final Solar PEIS on July 24, 2012 and the
Record of Decision for the Solar PEIS on October 12, 2012. The Solar PEIS is intended to serve as a roadmap
for solar energy development by establishing solar energy zones, totaling about 285,000 acres of public
lands, characterized by significant solar resources, good energy transmission potential, and relatively low
conflict with biological, cultural and historic resources. Within these zones, the Solar PEIS has the goal of
providing incentives for development, including faster and simpler permitting, improved mitigation
strategies, and other economic incentives.

On October 12, 2012, the Secretary of the Interior signed the Record of Decision to establish a
comprehensive Solar Energy Program to administer the development of utility-scale solar resources on
BLM-administered public lands in six southwestern states. The Solar Energy Program decisions will guide the
processing of all new utility-scale solar energy applications on BLM-administered lands. The BLM's Solar
Energy Program would only apply to projects capable of generating 20 MW or more. Decisions on projects
that are on non BLM-administered land and on projects capable of generating less than 20 MW will be made
in accordance with existing land use requirements, current applicable policy, and individual site-specific NEPA
analyses.
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Permits from other federal agencies may be required if federal lands, federally regulated natural
resources, endangered species, military zones, or other areas of federal competence are involved or may be
impacted by the construction or operation of a renewable energy facility. The ESA is intended to protect
endangered species by prohibiting the take of listed animals without a permit. The ESA makes it unlawful to
harm a listed animal either directly or by significantly modifying its habitat in a way that interferes with the
animal’s breeding, feeding, or sheltering patterns. The CWA makes it unlawful to fill wetlands or other waters
without a permit, or to make point source discharges into navigable waters or their tributaries without a
permit.

Various states have also implemented environmental laws and regulations that impact renewable energy
projects. State or local approvals might be needed to obtain air emission permits, to address impacts upon
historic resources, to remove agricultural preservation restrictions, to address state endangered species act
considerations, for wastewater and storm water discharges, for water rights permits, a utility license, or
various land use approvals, among other reasons. Certain state environmental laws require the preparation of
an environmental impact report similar to the federal impact statement, while some states require a meeting
to be held to solicit comments from affected local landowners and local authorities. Utility scale solar power
plant technologies require access to water resources, potentially triggering permitting scrutiny (as well as
necessitating the navigation of water rights regulations that vary from state to state).

Litigation or third party appeals challenging or seeking to delay permits for renewable energy facilities
and associated power transmission infrastructure could delay or prevent the construction or operation of
renewable energy facilities and result in financial penalties for failure to complete or operate the facilities.

The California Energy Commission, the California Department of Fish and Game, the BLM and United
States Fish and Wildlife Service are working to develop a streamlined permitting process for renewable
generation facilities including a plan for the development of solar generation and the protection of
environmental resources in the Mojave and Colorado deserts. These agencies are drafting the Desert
Renewable Energy Conservation Plan (“DRECP”) to address how entities with jurisdiction over renewable
energy and transmission projects and related facilities in the desert of California should conserve natural
communities and species pursuant to the California Natural Community Conservation Planning Act
(NCCP Act), the ESA, and the Federal Land Policy and Management Act (“FLPMA") while also facilitating the
permitting of renewable energy projects in accordance with California’s RPS and the federal government’s
goal of increasing renewable energy generation on public land. The agencies are preparing a joint EIR/EIS for
the DRECP and for a possible amendment to the California Desert Conservation Area (CDCA) Plan of 1980, as
amended, and released a scoping report for the EIR/EIS in December 2011.

Regulation of Solar Storage

Solar storage is a nascent industry in the United States. Energy storage solutions are being explored for
solar and other renewable and distributed generation of electricity, and some support has been available from
the federal government from agencies such as the Department of Energy, in the form of grants and loans.
Additional support or encouragement can be found in a number of states. However, no concerted legal or
regulatory effort has been made to develop a framework that would make energy storage an attractive
alternative for the supply of electricity to end users of power. To date, energy storage has been considered to
be generally too expensive to be viable for the supply of electricity.

Several issues have stood in the way. There is no federal energy policy that supports a national renewable
portfolio standard. Further, the existing system of ISOs and RTOs that manage the bulk transmission grids and
wholesale markets for pricing electricity frequently establish low prices for electricity sold in off hours, making
it difficult to recoup the cost of stored power sold into the grid at that time. At present, most states do not
have regulations that specifically address issues related to stored power, including interconnection to the grid,
nor does the federal government. However, as stored electricity becomes more common some such
regulation is likely. The FERC issued a Notice of Proposed Rulemaking in June 2012 in Docket Nos.
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RM11-24-000 and AD10-13-000 seeking comments on proposed regulations that, if adopted, will inter alia
impact the accounting for energy storage technologies. The California Public Utilities Commission (“CPUC")
initiated a docket to review issues related to energy storage and develop regulations. CPUC Energy Storage
Proceeding R.10-12-007. In December 2012, the CPUC staff issued a report deferring energy procurement
policy recommendations related to storage. The lack of defined regulation creates uncertainty. In addition,
whether power that is stored and later injected into the grid will qualify for RPS programs and how the
amount that is eligible for RECs will be computed is unknown. For example, it is uncertain whether RECs will
apply to the amount of power generated by the renewable generation or to the amount taken from storage
after line losses.

Brazil

Our operations within the power transmission-lines portions of our Engineering and Construction and
Concession-Type Infrastructures activities and the Biofuels segment of our Industrial Production activity are
subject to significant regulation in Brazil.

Industrial Engineering and Construction Regulation
The Governmental Policy and Legislative Framework for the Electricity Sector

The electricity sector has undergone two major institutional reforms in the last decades which resulted in
its current form: the first in the 1990s and another in 2003, which aimed at modifying the rules applying to
the National Interconnected System (“SIN”) and resulted in its current form. The first change in the sector
occurred after the enactment of Law No. 8,987 of 1995, as amended, which established the system for the
concessions and permissions for rendering public services (the “Concessions’ General Act”), and with the
enactment of Law No. 9,074 of 1995 as amended, which sets forth specific rules for the concession of
electricity public services. This law, inter alia: (i) established the granting, duration and extension of
concessions and permissions; (ii) set forth the free access principle for the power transmission and distribution
systems; (iii) released free consumers (as defined below) from the commercial monopoly of distribution
concessionaires, allowing them to choose their supplier; and (iv) introduced the independent power producer
("IPP") and the self producer agents. Law No. 9,074 of 1995 is requlated by Decree No. 1,717 of 1995, which
establishes the procedures for extending the concessions granted before the enactment of the Concessions’
General Act for a period up to 20 (twenty) years, and by Decree No. 2,003 of 1996, governing the IPP" and
self-producers’ systems. In addition, Decree No. 7,805 of 2012, which regulates the Provisional Measure
(“Medida Provisoria”) No. 579 of 2012, later converted into Law No. 12,783 of 2013 sets forth the rules for
further extending the concession contracts up to 30 (thirty) years, for one period only.

Law No. 9,427 of 1996, as amended, inter alia, created the National Electric Energy Agency (“ANEEL"),
the regulatory agency concerned with supervising the production, power transmission, distribution and
trading of electricity, and it is regulated by Decree No. 2,335 of 1997. Such law granted ANEEL the authority,
inter alia, to run public tenders for concessions and permissions, as well as to execute and manage the
agreements for delivering public services and to grant certain authorizations. Law No. 9,478 of 1997, as
amended, created the National Committee on Energy Policy (“CNPE"), chaired by the Minister of Mining and
Energy ("MME"), with the duty of advising the President of the Republic on the national policies in this
domain.

The first phase of the reform was concluded with the enactment in May 1998 of Law No. 9,648, later
amended, which regulates competition in the electricity sector. Among many other provisions, it sets forth
rules for: (i) the trading, import and export of power; (i) the division, into separate agreements, of the
purchase and sale of energy, and the free access to the power transmission and distribution systems; (iii) the
creation of the Electric System National Operator (“ONS"), a legal entity organized under the private law, in
charge of the coordination and operational control of the facilities for the generation and power transmission
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of interconnected electric systems in Brazil; and (iv) the free negotiation of energy, within the scope of the
Wholesale Market of Electricity (“MAE"), to be created by a market agreement.

The second phase of the reform redefined the sector’s institutional model, mainly concerning the energy
market, by setting forth as chief goals the need for the system’s expansion while keeping tariffs low and
competition present in power generation.

The new institutional framework was established by Laws No. 10,848 and 10,847 of 2004 in an effort to
restructure the electricity industry to better provide consumers with a secure electricity supply combined with
low tariffs by expanding electricity generation and services.

Law No. 10,848 created two co-existing energy markets: a regulated market, for the protection of
customers, and a free market to encourage consumers which are able to buy directly from producers on a
competitive basis (“free consumers”). Law No. 10,848 has authorized the creation of the Chamber of Electric
Energy Trading (“CCEE"), a non-profit private entity, functioning under the supervision of ANEEL to manage
the agreements for the purchase and sale of energy in the requlated contracting environment (“ACR") and
the ascertainment and settlement of contractual differences in the free contracting environment (“ACL"). This
law further authorized the creation of the Committee on the Monitoring of the Electricity Sector ("“CMSE"),
under the aegis of the government, to monitor the supply conditions of the electricity market and the
advising of preventive actions for guaranteeing this supply.

On May 28, 2009, Provisional Measure No. 450 of 2008 became Law No. 11,943, as amended, which
authorizes the Federal Government to participate in the Guarantee Fund for Electric Energy Enterprises
(Fundo de Garantia a Empreendimentos de Energia Elétrica). Such fund aims to provide financial guarantees
proportional to the participation, direct or indirect, of federal or state companies of the electric industry in
special purpose companies, created for the development of electric related projects in connection with the
Growth Acceleration Program (Programa de Aceleracao do Crescimento—PAC) and other strategic programs
appointed by act of the Executive Branch.

More recently, the government passed Provisional Measure No. 577 of 2012, converted into Law
No. 12.767 of 2012, which establishes specific rules for the termination of concessions in the event of
bankruptcy or forfeiture and for intervention by the granting authority, acting through ANEEL, in the
management of concessionaires in order to ensure the adequate rendering of services and compliance with
contractual, regulatory and legal provisions. The goal of this Law is to ensure the continuation of the service
and its rules on administrative intervention are stricter than the ones of the Concessions’ General Act.

In addition, the government issued Provisional Measure No. 579 of 2012, later converted into Law
No. 12.783 of 2013, which establishes that concession agreements expiring between 2015 and 2017 may be
extended once, in 2013, thus before their expiration date, for a period of up to 30 years. This Provisional
Measure came as a response of the government to problems related to the high costs of the tariffs and also to
the expiration of many concession agreements between 2015 and 2017. The concessionaires had until
October 15, 2012 to express their interest in renewing their concessions. The deadline was later extended to
December 4, 2012. The main goal of the anticipation of the renewal process was to ensure that the
concessionaires would abide with the government promises of reducing the tariffs. Hence, since its edition
until its conversion into law, the Provisional Measure has been in the center of heated debates among the
many stakeholders. In general lines, the main issue lays in the fact that after the renewal, concessionaires
would be remunerated only for investments in the operation and maintenance of its equipment, failing to
receive higher revenues, which include the compensation of non-amortized investments on assets. The
government has indemnied the concessionaires for these other costs, but the companies have argued about
the calculation of the compensation amount. As a partial response to the problem, the government issued
Provisional Measure No. 591 on November 29, 2012, establishing that assets belonging to transmission
concessionaires prior to May 31, 2005 and which have not yet been fully amortized shall also be
compensated. This Provisional Measure is no longer in force. However, this rule has been incorporated in Law
No. 12,783 of 2013 and is still applicable. The effort has paid off and, unlikely to what happened with the
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renewal of generation concession agreement, in December 4, 2012, all 9 (nine) transmission concessionaires
whose concession agreements would expire between 2015 and 2017 have agreed to enter into new
concession agreements.

The Transmission Sector

The transmission of electricity over long distances is undertaken through a basic power transmission
network comprised of power transmission lines and respective substations with a tension equal or superior to
230kV. The objective of the basic power transmission network is to enable the integration between remote
power plants and load centers represented by terminal substations, so as to serve the distributors, or large
clients directly. The power transmission lines in Brazil are generally extensive as the majority of the important
hydroelectric plants are located away from the electricity consumers. Currently, the Brazilian territory is almost
totally interconnected.

The basic power transmission network is a large and complex system, which allows the electrical
integration between different regions of Brazil, thus enabling constant interchanges of energy with the aim
of optimizing the operating costs of the generation matrix (operating with a complement of thermal energy).

In addition, the basic power transmission network permits access by the interested users , who are
subject to the payment of a tariff for the use of this network, known as the TUST (Tarifa de Uso do Sistema de
Transmissao), which is fixed at differentiated values, depending on the point of the system accessed by the
interested user.

Although the vast majority of electricity transmission takes place in Brazil through the basic power
transmission network, there are some locations, mainly in the Amazon region, which are not covered by such
network. This area is served by an isolated system grid. The isolated system grids must comply with several
specific ANEEL Resolutions. Planning and monitoring of the systems’ operation in the North Region is
undertaken by the North Region’s Operational Technical Group, created by Ordinance MINFRA No. 895 of
1990. Law No. 12,111 of 2009, regulated by Decree No. 7,246 of 2010, aims to encourage the
competitiveness of power suppliers in the isolated systems and establishes the provisions for the
interconnection of part of an isolated system to the SIN and determines quality and safety standards similar to
those set forth in the SIN. It also redefines the distribution criteria of the CCC—the Fossil Fuel Compensation
Account, created by Law No. 5,899 of 1973—which is an account whose revenues are used to cover the costs
of fossil fuels (diesel, for example) for thermoelectric generation in the isolated and interconnected systems.
These account’s revenues come from a fee paid by the final consumers, through the distribution
concessionaires.

Brazilian Requlatory Authorities
National Energy Policy Council—CNPE

The CNPE, is a council created in August 1997 aimed at advising the Brazilian President with respect to
the creation and development of a national energy policy. The Minister of Mines and Energy is the person
responsible for the presidency of the CNPE. The majority of its members are ministers of the Brazilian
government. The CNPE was created to optimize the use of Brazil's energy resources and to ensure the supply
of energy to the country.

Ministry of Mines and Energy—MME

The MME is the primary authority of the Brazilian energy sector, having as its main role the definition of
policies, guidelines and regulatory framework of the sector. Since the enactment of Law No. 10,848 of 2004,
the Federal Government, through the MME, has taken over from ANEEL responsibilities such as the creation
of regulations governing the granting of concessions and the definition of rules for public tender offers for
concessions of public services and electric energy facilities.
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National Electric Energy Agency—ANEEL

ANEEL is the agency in charge of regulating and supervising the generation, transmission, distribution
and commercialization of electricity in Brazil. It is an independent federal regulatory agency. After the
enactment of the Law No. 10,848 of 2004, ANEELs primary responsibility is to regulate and monitor the
electricity sector. ANEEL's current responsibilities include, among others, (i) managing concessions for electric
power generation, transmission and distribution, including the approval of electricity tariffs, (ii) proposing and
enacting regulations for the electricity sector, (iii) implementing and regulating the exploitation of various
energy sources, including the use of hydroelectric energy, (iv) promoting public tender offers for the granting
of new concessions, (v) settling administrative disputes between producers and purchasers of electricity and
(vi) defining the criteria and methodology for the determination of power transmission and distribution
tariffs.

National Electric System Operator—ONS

The ONS was created in 1998 as a non-profit private entity comprised of free consumers and players
engaged in generation, transmission and distribution of electric power, in addition to importers and exporters
of electricity. The main role of the ONS is to coordinate and control the power generation and transmission
operations in the SIN, in accordance with ANEEL's regulation and supervision. The principal objectives and
responsibilities of the ONS comprise, inter alia, (i) operational planning for the generation sector;
(i) organizing the use of the SIN and international interconnections; (iii) guaranteeing that all players of the
sector have access to the power transmission network in a non-discriminatory manner; (iv) planning for the
expansion of the electric energy system; (v) proposing plans to the MME for extensions of the basic grid; and
(vi) proposing and submitting new rules for the operation of the power transmission system for ANEEL's
approval.

Electric Energy Trading Chamber—CCEE

The CCEE was created by Law No. 10,848 of 2004 and established by Decree No. 5,177 of 2004 and
took over the responsibilities previously performed by MAE (Wholesale Electricity Market) as well as its
organizational and operational structures. The CCEE is responsible for, inter alia: (i) preparing and performing
electricity auctions within the ACR by delegation of ANEEL; (ii) registering all the power purchase agreements
in the ACR, Contratos de Comercializacao de Energia no Ambiente Requlado ("CCEAR"); (iii) registering the
agreements resulting from market adjustments and the volume of power contracted in the free market; and
(iv) accounting for and clearing of short-term transactions.

Enerqy Research Company—£EPE

The EPE was created by Law No. 10,847 of 2004 and established by Decree No. 5,184 of 2004. The main
purpose of the EPE is to carry out studies and research in order to acquire and provide background
information to Brazilian energy sector planning activities. Its primary responsibilities include, among others:
(i) the performance of studies and projections with respect to the Brazilian energy matrix; (i) the execution of
research to support integrated planning of energy resources; (i) the development of studies to support
generation and power transmission expansion; (iv) the performance of feasibility studies for electricity
generation, including both technical- economic and social-environmental aspects; and (v) the coordination of
efforts to obtain pre-construction environmental licenses for hydro power plants and power transmission
lines.

Power Sector Monitoring Committee—CMSE

The CMSE is an advisory board under direct coordination of the MME. Its primary objective is to monitor
and evaluate the continuity of electricity supply and its safety throughout Brazil. Its main attributions include,
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among others, (i) monitoring the generation, power transmission, distribution, commercialization, import
and export of electricity; and (ii) assessment of electricity supply and service conditions.

Concessions of Electricity Utilities—Transmission

Companies or consortia that wish to build and operate electric power transmission facilities pertaining to
the basic grid have to participate in a public auction since they are to render a public service.. These
concessions are granted by ANEEL, acting as representative of the granting authority, and the winner is the
bidder who is able to render the service with the lowest annual permitted revenue (Receita Anual Permitida—
"RAP”). The agreements define the regulatory regime under which the rendering of public services will be
carried out, as set forth by the Concessions’ General Act. The concession agreements grant rights to use
certain electricity installations during a period of usually 30 (thirty) years..

The Concessions’ General Act and the concession agreements establish, inter alia, the requirements that
a concessionaire must comply with when rendering public services, the rights of the consumers, as well as the
obligations of the concessionaire and the granting authority. Furthermore, the concessionaire must comply
with regulations governing the energy sector. The main provisions of both the Concessions’ General Act and
the concession agreements are summarized as follows:

e Adequate Service: The concessionaire must render adequate services in terms of regularity, continuity,
efficiency, safety and accessibility;

e Use of Land: The concessionaire may use public land or request the granting authority to expropriate
necessary private land for the benefit of the concessionaire. In this case, the concessionaire must
compensate the affected private landowners;

e Strict Liability: The concessionaire is strictly liable for all damages arising from the provision of its
services. See “—Penalties”;

e Changes in Controlling Interest: The granting authority must approve any direct change in the
concessionaire’s controlling interest;

e Intervention by the Granting Authority: The granting authority, through ANEEL, may intervene in the
concession, by means of an act, to ensure the adequate performance of services, as well as the full
compliance with applicable contractual, regulatory and legal provisions. Within 30 days of the act
date, ANEEL is required to begin an administrative proceeding to establish the causes and to
determine liability, in which the concessionaire is entitled to contest the intervention. The shareholders
of the concessionaire under intervention will have 60 (sixty) days from the act date to submit to ANEEL
a recovery plan and correction of errors and transgressions which gave rise to intervention. During the
term of the administrative proceeding, a person appointed by the granting authority (interventor)
becomes responsible for carrying on the concession and the terms of office for officers and members
of the supervisory board (Conselho Fiscal) shall be suspended during the intervention. The interventor
will be paid with funds from the concessionaire. The intervention term shall be up to one year,
renewable at the discretion of ANEEL,;

e Farly Termination of the Concession: The termination of the concession agreement may be
accelerated by means of expropriation and/or forfeiture. Expropriation results in the early termination
of a concession due to the public interest, which must be expressly declared by law. Forfeiture must be
declared by the granting authority after the issuance of a final administrative ruling by ANEEL or the
MME attesting that the concessionaire, among others: (i) has failed to render adequate service or to
comply with applicable law or regulation; (ii) no longer has the technical, financial or economic
capacity to provide adequate service; or (iii) has not complied with penalties assessed by the granting
authority. The concessionaire may contest any expropriation or forfeiture in the court. The
concessionaire is entitled to indemnification for its investments in expropriated assets that have not
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been fully amortized or depreciated, after the deduction of any amount that must be paid by the
concessionaire as penalty;

Expiration: When the concession expires, all assets, rights and privileges that are materially related to
the rendering of the services revert to the Brazilian government. Following the expiration, the
concessionaire is entitled to indemnification for its investments in assets that have not been fully
amortized or depreciated on the expiration date;

Remuneration: Transmission concessionaires are remunerated on the basis of compensation
authorized under the concession agreement, the RAP. Rather than relating to the volume of electricity
transmitted, these payments are set by the granting authority upon the granting of each concession.
Under the relevant Agreement for the Rendering of Transmission Services (as defined below) and
based on the annual permitted revenues, ONS is responsible for calculating the amounts owed to
power transmission concessionaires on a monthly basis. Based on this calculation, and depending on
the agreements executed individually with ONS, power transmission system users make direct
monthly payments to the concessionaires;

Revisions Under Concessions’ General Act and the concession agreements: There are two types of
annual revisions—related to investments in transmission facilities and substations previously agreed
upon with the granting authority, and special revisions—related to changes in the tax regime,
regulatory tariffs, compensation for certain investments made by the concessionaires for which prior
approval by ANEEL is not legally required, or other unforeseen events that, at the discretion of the
granting authority, affect the economic and financial balance of the concession agreement.
Depending on the nature of the event, the granting authority may conduct a revision unilaterally or at
the request of the interested concessionaire; and

Affordable Pricing: Client's right to obtain the rendering of the services continuously and with
maximum efficiency for the lowest possible price.

Under the Agreement for the Rendering of Transmission Services and under the concession agreements,
the reduction of the revenues can occur based on the following terms:

by a variable amount equivalent to a maximum of 12.5% of the RAP amount, in the event of an
operating unavailability of the grid and substations of a power transmission concessionaire;

if the operating unavailability occurs following a reduction at the maximum percentage of 12.5%,
ONS may charge an additional penalty equivalent to a maximum of 2% of the RAP amount for the
preceding 12 month period. This penalty applies to each event of unavailability, without limitation, the
CPST also provides that the variable reduction and the additional penalty will not apply in the event of
unavailability in the first six months of operations of new power transmission facilities;

the variable reduction and the additional penalty shall similarly not be applied to events of operating
unavailability resulting from force majeure, interruptions authorized or requested by the granting
authority or events of unavailability as a result of the inefficiency of ONS or of any other
concessionaire; or

if the unavailability continues for more than 30 consecutive days, the granting authority may initiate
legal proceedings to terminate the concession.

ANEEL may also reduce the RAP at any time if the concessionaire starts receiving revenues from other
activities.
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Requlation of Electricity Utilities—Transmission

The governmental or administrative authorizations required for the construction and operation of
power transmission networks

Before the auction for the concession of power transmission lines, the environmental impact assessment
and environmental impact reports shall be conducted and must be approved by the proper environmental
agency. After the auction, the concession is granted by a presidential decree, followed by the execution of the
concession agreement, which is signed by and registered and filed with ANEEL. Next, the concessionaire
should apply for ANEEL's approval of the Basic Project for Power Transmission Facilities relating to the
concession. The previous license (licenca prévia), which is the first environmental permit that allows the
development of the environmental studies, and the installation license (licenca de instalacao), which is the
permit that authorizes the construction of the project, should be obtained at different stages from the
environmental agencies. The Declaration of Public Interest from ANEEL, the tree cutting authorization and the
operation license (licenca de operacao) issued by the environmental agency, as well as the release certificate
issued by the ONS are also required.

The Requirements that Must be Met to Obtain Access to such Public Service

The regulation in force sets forth that the rendering of transmission services shall be preceded by the
execution of a Transmission Agreement and of an Agreement for the Rendering of Supplementary Services
(Contrato de Servicos Ancilares). There are 3 (three) different types of Transmission Agreements:
(i) Agreement for the Rendering of Transmission Services (“CPST”), (ii) Agreement for the Use of the
Transmission Networks (“CUST"); and (iii) Connection Agreement.. The CPST is executed between the ONS
and the concessionaires. The CUST is executed among the ONS, the concessionaires, represented by the ONS,
and the users of the transmission network. These users may be: (i) agents holding a concession or a
permission for distribution of electricity; (i) power generation agents directly connected to the basic grid or
not connected to the basic grid but operating centrally, whether concessionaires or authorized companies;
(iii) consumers connected to the basic grid; and (iv) importers and exporters of electricity directly connected to
the basic grid.

There are 3 (three) types of Connection Agreements: (i) Agreement for the Connection to the
Transmission Network (Contrato de Conexao do Sistema de Transmissao), (i) Agreement for Facilities’ Sharing
(Contrato de Compartilhamento de Instalacoes); and (iii) Agreement for the Connection to the Transmission
Network—Adjustment Term (Contrato de Conexao ao Sistema de Transmissao—Termo de Ajuste). These
agreements are executed between the transmission concessionaires and the connecting agents, while the
ONS is an interested third- party to such agreements.

There is also the Financial Guarantee Agreement (Contrato de Constituicao de Garantia), which is an
agreement between the ONS, acting on its own behalf and on behalf of the transmission concessionaires,
and the custodian bank which provides ONS with access to funds available in user-designated bank accounts
in the event the latter fails to satisfy payments owed to the transmission concessionaires and to the ONS
under the corresponding CUST.

Governmental Incentives to Encourage Expansion of the Power Transmission Grid

There are special credit lines available to entrepreneurs from the National Bank for Economic and Social
Development (Banco Nacional de Desenvolvimento Econémico e Social—BNDES). Also, Law No. 11,488 of
2007, as amended, created the Special Incentive Regimen for the Development of Infrastructure (Regime
Especial de Incentivos para o Desenvolvimento da Infraestrutura—REIDI), a general tax incentive to
infrastructure projects, which directly applies to the expansion of the power transmission grids.

A recent innovation regarding the granting of the REIDI was established after the edition of Mines and
Energy Ministerial Ordinance No. 274/2013, which stipulates all the data that is required in order to apply for
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this incentive, which includes, among other requirements, the description of the project, technical and legal
information, and the perspective of investment in equipment, materials and machines. All required
information must be compiled in a specific petition and filed with ANEEL.

The Rates for the Provision of Power Transmission Services

Power Transmission companies are remunerated through the RAP, for the availability of their facilities to
the ONS and for the rendering of transmission services to the users.

Charges and Tariffs Owed by Power Transmission Concessionaires

The Electricity Services Inspection Fee (Taxa de Fiscalizacao de Servicos de Energia Elétrica—TFSEE), was
created by Law No. 9,427 of 1996, as amended, and regulated by Decree No. 2,410 of 1997. TFSEE is an
annual fee payable directly to ANEEL in 12 monthly payments, and is calculated based on the type of service
rendered by the concessionaire and on the size of the concession. It is equivalent to 0.4% of the annual
economic benefit earned by the concessionaire. Electricity transmission concessionaires also must invest each
year a minimum of 1% (one percent) of their net operating revenues in electricity research and development.

Penalties

The regulation issued by ANEEL governs the imposition of sanctions against the participants of the
energy sector and classifies the appropriate penalties based on the nature and importance of the breach
(including warnings, fines, temporary suspension from the right to participate in public auctions for new
concessions, licenses or authorizations and forfeiture). For each breach, the fine may be up to 2% of the
concessionaire revenues (net of value-added tax and services tax) in the 12 months period prior to the
assessment notice. In addition, electricity generation, distribution and transmission concessionaires are
strictly liable for any direct or consequential damages caused to third parties as a result of inappropriate
provision of electricity services at their facilities. In case ONS is incapable of determining the liability of a
particular concessionaire, permissionaire or authorized agent, or if the damages are caused by ONS, liability is
proportionately allocated to the power transmission, distribution and generation agents in accordance with
the voting rights of each category under the ONS bylaws.

Reinforcements and Improvements

The granting authority may unilaterally amend the concession agreements, including in the event of
alterations to the project or previously unforeseen specifications (such as a requirement to strengthen or to
improve the current power transmission facilities). A concessionaire is entitled to the economic and financial
balance of the concession agreement and, therefore, receives additional revenues by way of amortization of
its investments in the implementation of these reinforcements or improvements.

Until May of 2005, a concessionaire’s obligation to implement strengthening actions (“Reinforcements”)
was subject to specific prior authorization from ANEEL, which would then set the corresponding additional
revenues. Any improvements action (“Improvements”) would not require prior authorization or additional
revenues. The then existing regulation, however, failed to clearly define reinforcement and improvement.
Thus, on May 23, 2005, ANEEL issued Resolution No. 158, distinguishing the projects and installations that
would be considered as reinforcements and those deemed to be classified as improvements. In July 2011,
Resolution No. 158 was replaced by Resolution No. 443.

Improvements are defined as any installation, replacement or remodeling of equipment in order to
ensure regular, continued, safe and updated electricity transmission services, pursuant to the relevant
concession agreement and network procedures. The costs incurred from Improvements will not be taken into
account in any subsequent revision of the RAP. Nonetheless, the concessionaire can claim for the
reestablishment of economic and financial balance of the concession agreement.
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Reinforcements are defined as the implementation of new electricity transmission facilities, or the
replacement or adjustment of existing facilities, as recommended in previously approved plans for the
expansion of the power transmission network. They are subject to prior authorization by ANEEL and are
intended to increase the power transmission capacity or the reliability of the SIN, or to implement a physical
alteration of the configuration of the electric grid or of a given facility. Through ANEEL Resolution No. 443,
certain types of Reinforcements may be implemented by transmission concessionaires directly, without prior
authorization by ANEEL, provided that they are the result of a request by ONS aiming at expanding power
transmission capacity or the reliability of the SIN. In this case, however, ANEEL will not have previously
established the additional revenues to which the concessionaire would be entitled for the implementation of
such Reinforcement. These revenues, therefore, are included in the annual revision of the RAP. In addition,
Resolution No. 443 does not assure that all costs incurred by the concessionaire for the investments in
Reinforcements will be taken into account for establishing the relevant RAP.

Finally, concessionaires that are not subject to periodic revision of the RAP could be compelled to make
investments within the scope of expansion plans or at the request of ONS, which would not require prior
approval by ANEEL and, consequently, are not included in the RAP. In such event, pursuant to Resolution
No. 443, concessionaires will be entitled to apply for acknowledgement of the investments by means of a
special revision of the RAP pursuant to a procedure and parameters not clearly defined by ANEEL, including
time periods. The lack of a clear definition could result in mismatched investment disbursements and RAP
payments. However, additional fixed revenues from revisions will be retroacted until the reinforcement
operations begin.

Bioenerqy Requlatory Framework
The Requirements to Produce and Trade Power from Alternative Sources

Pursuant to Law No. 9,074 of 1995 and Decree No. 2,003 of 1996, a company or a consortium that is
interested in producing electric power and trading, in part or all, the production at its own risk shall be
granted a concession or authorization from ANEEL to become an IPP. The implementation of thermoelectric
power plants exceeding 5SMW to be explored by a IPP only requires an authorization. Thermoelectric power
plants produce electricity from a wide range of sources, including alternative sources such as biomass.

The interested company shall submit to ANEEL a formal request and meet the requirements set out in
ANEEL Resolution No. 390 of 2009, such as the compliance with tax, social security, FGTS (employee’s
dismissal fund), and local, state and federal obligations.

Upon confirmation by ANEEL that the requirements were met, the agency first issues an order, which
allows the interested company: (i) to request information from the distribution concessionaries and from ONS
regarding the access to the installations; (ii) to obtain the environmental license and authorizations from
federal, state or local public authorities; and (iii) to initiate the construction of the power plant, at its own risk.

Following the issuance of the corresponding order, the interested party shall submit the documents listed
in the Appendix of the Resolution and ANEEL will examine: (i) the availability of the fuel, when applicable;
(i) installed capacity to be produced by the plant; and (iii) access to the transmission and distribution grids.
ANEEL also verifies the historical record of the company and its economic group and the existence of any prior
penalties. Once the prerequisites are accomplished, ANEEL grants an authorization and the corresponding IPP
is then allowed to produce and trade the energy at its own risk.

The authorized company shall keep in its files and at ANEEL’s disposal: (i) the environmental impact
assessment and environmental impact report or related reports and studies; (ii) project documents; and
(iii) commissioned studies and reports.
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Access to the Transmission and Distribution Systems

An IPP has the right to access the power transmission and distribution grids, connecting its system,
through payment of the power transmission and distribution tariffs, calculated on the basis of the criteria
established by ANEEL (the “TUST” and the “TUSD", respectively).

For this purpose, the corresponding IPP executes agreements for the use of the power transmission and
distribution systems (the “CUSTs” and the "CUSDs", respectively) and agreements for the connection to the
power transmission and distribution systems (the "CCT” and “CCD", respectively). According to ONS
procedures, certain of our project companies have been exempted from executing the “CUSTs".

The Sale of Energy from Alternative Sources

The energy from alternative sources can be traded not only in the regulated contracting environment
("ACR") but also in the free contracting environment (“ACL")—where the terms and conditions are freely
negotiated by the parties -, by the execution of a power purchase agreements of alternative energy (“CCEI").

In the ACL, an IPP with an installed capacity of up to 30 MW can sell energy from biomass sources (and
other renewable sources as well) to: (i) other generation agents; and (i) consumers able to buy directly from
the generators on a competitive basis (“Free Consumers”) or small consumers, usually with a small business,
with an installed load of between 500 kW and 3 MW (“Special Consumers”).

In the ACR, the trade of energy is preceded by a public auction, where the price and conditions of the
power purchase agreements are previously established by ANEEL.

Governmental Incentives

The enactment of Law No. 10,438 of 2002, as amended, led to the development of a policy fostering
alternative energy sources and also to co-generation, which formulated several strategies.

One of them is the reduction of the TUST or TUSD, as applicable, to plants with an installed power of up
to 30 MW, on a percentage not inferior to 50%.

Another initiative in this area is the Program for Fostering Alternative Sources of Electricity (“PROINFA”),
whereby Eletrobras undertakes to purchase energy generated from wind power, small hydroelectric power
plants and biomass projects in the SIN. The cost of energy is divided among the final consumers. BNDES has
opened a credit line for investments in PROINFA projects. The same law created the Energy Development
Account, the funds of which may be used for the payment of the difference between the economic value
corresponding to the specific technology of each source’ and the ‘value corresponding to the generation of
competitive energy’ from plants that do not take part in PROINFA.

In the isolated systems, Law No. 9,648 of 1998, as amended, establishes, as incentives for the use of
renewable alternative energy sources to replace the oil-based thermoelectric generation, benefits in the
sharing of the amounts deposited in the Fuel Consumption Account (“CCC").

Tax Incentives

Law No. 11,488 of 2007 establishes a special tax regime related to the improvement of Brazilian
infrastructure (REIDI) and an IPP can benefit from such special regime during the installation of its power
plant.

Ethanol

Mainly derived from sugarcane, Brazilian ethanol has been commercially produced for more than
70 years, when its addition to gasoline became compulsory. The current legal percentage of ethanol to this
blend is 25%.
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There are favorable tax treatments to ethanol transactions available under the following taxes:
Contribution for the Financing of Social Security (“COFINS”), Social Integration Program (“PIS"), the
Manufactured Goods Tax (“IPI”), the State VAT (“ICMS"), Contribution for Intervention in Economic Domain
("CIDE") and the Import Duty.

According to Law No. 10,833 of 2003, COFINS will not be levied on export transactions. The same rule
applies to PIS, in accordance with Law No. 10,637 of 2002, as amended.

Export transactions are also exempt from IPl in accordance with Decree No. 7,212 of 2010 and ICMS in
the state of Sao Paulo, as established by Item V of Article 7 of Book 1 of Sao Paulo Estate Decree No. 45,490
of 2000.

In Sao Paulo State, the ICMS rate levied on internal transactions with mineral diesel is 12% as stated by
ltem VI, of Article 54, of Sao Paulo Estate Decree No. 45,490 of 2000.

The CIDE Contribution rate levied on import and commercial transactions is reduced to zero as
determined by Decree No. 5,060 of 2004.

The import tax rate levied on ethanol import transactions is set at 20%. However, in April 2010 the
Foreign Trade Chamber ("CAMEX"), of the Ministry of Development, Industry and Foreign Trade enacted the
CAMEX Regulation No. 21 of 2010 reducing this rate to zero.

Biodliesel

As mentioned above, in January 2005 the Brazilian government enacted Law No. 11,097, later
amended, to insert biodiesel on the list of the Brazilian energy matrix. The idea behind the National Biodiesel
Production and Use Program, launched in 2004, was to gradually replace the use of petroleum-based fuels
with clean and renewable fuels.

To achieve this, it has been mandatory since January 2008 to add a minimum percentage of biodiesel to
mineral diesel sold to end consumers nationwide.. Pursuant to Law No. 11,097 of 2005, as amended, which
introduced biodiesel into the Brazilian energy matrix, the minimum percentage required for the addition of
biodiesel to mineral diesel sold in the country is 5%. This percentage is expected to increase in the near
future.

The Decree No. 5,297 of 2004 establishes reducing coefficients to PIS and COFINS Contributions
according to the nature of the raw material, producer and region of production.

As stated by Decree No. 6,006 of 2006, the IPI rate levied on transactions with biodiesel under the
Standard Classification of Goods No. 3824.90.29 is reduced to zero. (It is important to note that the Brazilian
government can increase this rate without enacting a specific law, due to the lawfulness principle). This
Decree was later revoked and replaced by Decree No. 7,660 of 2011 and the IPI rate is now set at 10%.

Like ethanol, there are no taxes levied on export transactions.

ICMS Covenant No. 113 of 2006 (amended by ICMS Covenant No. 27 of 2011) reduces the ICMS rate
levied on interstate transactions with biodiesel resulting from the industrialization of grains, suet, seeds and
palm.

C. Organizational Structure

Abengoa, S.A. is a technology company, and the head of a group of companies, which at the end of
2013 comprised the following:

— The holding parent company itself.
— 534 subsidiaries.
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— 19 associates and 24 joint businesses as well as certain companies of the Group being involved in 227
temporary joint ventures. Furthermore, the Group’s companies have shareholdings of less than 20% in
other entities.

Independently of the legal structure above, our company is managed as outlined below.

We are an international company that applies innovative technology solutions for sustainability in the
energy and environment sectors, generating electricity from renewable resources, converting biomass into
biofuels and producing drinking water from sea water. Our Company supplies engineering projects under the
‘turnkey’ contract modality and operates assets that generate renewable energy, produce biofuel, manage
water resources, desalinate sea water and treat sewage.

Our activities are focused on the energy and environmental sectors, and integrate operations throughout
the value chain including R&D+i, project development, engineering and construction, and operations and
maintenance of its own assets and for third parties. Our business is organized into the following three
activities:

e Engineering and construction: includes our traditional engineering activities in the energy and water
sectors, with more than 70 years of experience in the market and the development of thermo-solar
technology. We are specialized in carrying out complex turn-key projects for thermo-solar plants,
solar-gas hybrid plants, conventional generation plants, biofuels plants and water infrastructures, as
well as large-scale desalination plants and transmission lines, among others.

e Concession-type infrastructures: groups together the company’s extensive portfolio of proprietary
concession assets that generate revenues governed by long-term sales agreements, such as
take-or-pay contracts, tariff contracts or power purchase agreements. This activity includes the
operation of electric (solar, cogeneration or wind) energy generation plants and transmission lines.
These assets generate low demand risk and we focus on operating them as efficiently as possible.

e Industrial production: covers our biofuels business, where we hold an important leadership position in
these activities in the geographical markets in which we operate.
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The following diagram illustrates our corporate operating structure as of the date of this annual report:
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Our Chief Operating Decision Maker (“CODM") assesses the performance and assignment of resources
according to the above identified segments. The CODM in Abengoa considers the revenues as a measure of
the activity and the EBITDA (Earnings before interest, tax, depreciation and amortization) as measure of the
performance of each segment. In order to assess the performance of the business, the CODM receives reports
of each reportable segment using revenues and EBITDA. Net interest expense evolution is assessed on a
consolidated basis given that the majority of the corporate financing is incurred at the holding level and that
most of the related assets are held at project companies which are financed through non-recourse project
finance. The depreciation, amortization and impairment charges are assessed on a consolidated basis in order
to analyze the evolution of net income and to determine the dividend pay-out ratio. These charges are not
taken into consideration by CODM for the allocation of resources.

The process to allocate resources by the CODM takes place prior to the award of a new project. Prior to
presenting a bid, the company must ensure that the non-recourse financing for the new project has been
obtained. These efforts are taken on a project by project basis. Once the project has been awarded, its
evolution is monitored at a lower level and the CODM receives periodic information (revenues and EBITDA) on
each operating segment’s performance.

D. Property, Plant and Equipment

See “ltem 4.B—Business Overview.”

ITEM 4A. UNRESOLVED STAFF COMMENTS
Not applicable.

ITEM 5. OPERATING AND FINANCIAL REVIEW AND PROSPECTS

You should read the following discussion and analysis of financial condition and results of operations in
conjunction with the section entitled “Selected Consolidated and Other Financial and Operating Data” and
the financial statements and related notes included elsewhere in this annual report. This discussion contains
forward-looking statements that involve risks and uncertainties. Our actual results and the timing of selected

108



events could differ materially from those anticipated in these forward-looking statements as a result of
various factors, including those set forth under “Iltem 3.D—Risk Factors” and elsewhere in this annual report.

A. Operating Results
Overview

We are a leading engineering and clean technology company with operations in more than 50 countries
worldwide that provides innovative solutions for a diverse range of customers in the energy and
environmental sectors. Over the course of our more than 70-year history, we have developed a unique and
integrated business model that applies our accumulated engineering expertise to promoting sustainable
development solutions, including delivering new methods for generating power from the sun, developing
biofuels, producing drinking water from seawater and efficiently transporting electricity. A cornerstone of our
business model has been investment in proprietary technologies, particularly in areas with relatively high
barriers to entry. Our Engineering and Construction activity provides sophisticated turnkey engineering,
procurement and construction (“EPC") services from design to implementation for infrastructure projects
within the energy and environmental sectors and engages in other related activities with a high technology
component. Our Concession-Type Infrastructures activity operates, manages and maintains infrastructure
assets, usually pursuant to long-term concession agreements under Build, Own, Operate and Transfer
("BOOT") schemes, within four operating segments (Transmission, Solar, Water and Co-generation and
other). Finally, our Industrial Production activity produces a variety of biofuels (ethanol and biodiesel). For the
year 2013, our average number of employees was 26,818 people worldwide across our three business
activities and, according to industry publications; we are among the market leaders in the majority of our
areas of operation.

In order to focus our attention on our key markets, we organized our business into three activities:
Engineering and Construction, Concession-Type Infrastructures and Industrial Production. Each activity is
further broken into the following reporting segments: Engineering and Construction and Technology and
Other segments within the Engineering and Construction activity; Transmission, Solar, Water and
Co-generation segments within the Concession-Type Infrastructures activity; and Biofuels within the
Industrial Production activity. Previously, we organized our business according to five reporting segments:
Engineering; Bioenergy; Information Technologies; Environmental Services; and Solar.

Our three activities are focused in the energy and environmental industries, and integrate operations
throughout the value chain, including R&D, project development, engineering and construction, and the
operation and maintenance of our own assets and those of third parties. Our activities are organized to
capitalize on our global presence and scale, as well as to leverage our engineering and technological expertise
in order to strengthen our leadership positions.

We have successfully grown our business, with a compound annual growth rate of our Consolidated
EBITDA of 22% during the last ten years ended December 31, 2013. We have also maintained double digit
growth in our consolidated revenue and Consolidated EBITDA on a compound annual growth basis since our
1996 initial public offering on the Madrid and Barcelona stock exchanges. As of December 31, 2013, we had
a market capitalization of approximately €1.8 billion. As of December 31, 2013, our backlog was
€6,796 million.
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Our revenue, Consolidated EBITDA and net fixed assets of the Group and by segment as of and for the
years ended December 31, 2013 and 2012 are set forth in the following tables.

For the year ended
December 31,

2013 2012
(€ in millions)

Revenue (total) .. ... ... ... . ... 7,356.5 6,312.0
Engineering and Construction . . . ... ... .. ... .. ... .. .. .. ... ..... 4,808.5 3,780.6
Engineering and Construction . .. ... .. ... ... 4,472.8 3,477.8
Technology and Other. . . . . ... .. .. . 335.7 302.8
Concession-Type Infrastructures . . . . .. ... ... ... .. .. ... .. .. ... .... 518.9 393.1
Solar 321.0 281.6
TranSMISSION . . o o o 66.6 37.6
Co-generation and other. . ... .. ... .. 91.1 53.2
Water . . 40.2 20.7
Industrial Production . . . . . ... ... ... 2,029.1 2,138.2
Biofuels . . . . 2,029.1 2,138.2
Consolidated EBITDA (total) (unaudited) . . . . . ...... ... .. ... ... .. ... .. 1,365.1 948.6
Engineering and Construction . . . ... ... .. .. ... ... . ... . 806.5 623.9
Engineering and Construction . .. ........ ... .. ... ... ... 593.3 475.5
Technology and Other. . . . ... .. .. .. . . . . . . 213.2 148.4
Concession-Type Infrastructures. . . . .. ... .. ... .. .. ... .. ......... 317.7 233.6
Solar 200.3 203.4
TransmisSION . . . . . . . 42.6 15.7
Co-generation and other. . .. ... ... ... 46.7 2.9
Water . . . 28.1 11.6
Industrial Production . . . .. ... ... ... 240.9 91.1
Biofuels . . . ... 240.9 91.1

As of December 31,

2013 20120

(€ in millions)

Net Fixed Assets (total) ... ...... ... ... ... .. .. ... .. .. .. ... ... 12,029.9 10,774.3
Engineering and Construction . . .. ... ... .. ... .. .. ... .. ... .. 611.4 527.4
Engineering and Construction . . . ... ... .. ... .. .. .. ... 265.5 251.9
Technology and Other .. ... .. ... . . ... . . . . . . .. ... 345.9 275.5
Concession-Type Infrastructures . . . . . ... .. ... .. ... ... .. ........ 8,964.2  6,603.1
Solar . . 4,737.0  3,059.3
TransmisSioN . . . . . . 2,749.8 2,428.7
Co-generation and other . . . .. ... .. ... . ... ... 1,024.8 746.8
Water . . 452.6 368.3
Industrial Production . . .. ... ... . ... 2,454.3 3,643.8
Biofuels . . . . . 2,454.3  2,657.9
Industrial Recycling(*) . ... ... . .. .. . . — 986.0

(*)  Operating segment existing until the sale of shareholding in Befesa.
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(1) Net Fixed Assets as of December 31, 2012 include the net fixed assets of Befesa, our subsidiary engaged in the industrial recycling
industry, which was sold on June 13, 2013. In accordance with IFRS 5, the results generated by Befesa are considered discontinued
operation in Abengoa’s Consolidated Financial Statements (see “Presentation of Financial Information” and Notes 2 and 7 to our
Consolidated Financial Statements).

Factors Affecting the Comparability of Our Results of Operations
IFRS 10 and 11

In preparing the Consolidated Financial Statements, the Group applied IFRS 10 and 11 that came into
effect on January 1, 2013 under IFRS IASB.

The main impacts of the application of the new standards IFRS 10 and 11, as well as the amendments to
IAS 27 and 28, in relation to what was systematically applied previously, relate to:

(i)  The de-consolidation of companies that do not fulfill the conditions of effective control of the interest
during the construction phase in terms of decision making for their integration in the Consolidated
Financial Statements according to the equity method. It is expected that these projects will be fully
consolidated again once they enter into operation and we gain control over them, with corresponding
significant increases in fixed assets in projects (project finance) and long-term non-recourse project
financing, among others.

(i) The elimination of the proportional consolidation of the joint ventures, with the equity method being
obligatory for recording its interest in the company.

According to the terms and requirements established in IAS 8 ‘Accounting policies, changes in
accounting estimates and errors’, the above standards and amendments were retrospectively applied,
recasting the comparison information presented for the year 2012. The above standards and amendments
have already been applied in the Consolidated Financial statements as of December 31, 2012, presented in
the final prospectus for our initial public offering in the United States filed with the SEC pursuant to
Rule 424(b) of the Securities Act of 1933 on October 17, 2013, and the recasted information is included
herein. Consolidated Financial Statements as of December, 31, 2011 have not been recasted according to the
transition guidance of IFRS 10 and consequently is not comparable with other periods presented.

The effect of the de-consolidation of the affected companies and their integration according to the
equity method on the consolidated statements of financial position as of of December 31, 2012 and
January 1, 2012 is shown below:

Balance as of Balance as of

Concept December 31, 2012 January 1, 2012
(€ in thousands)

Assets
Intangible assets and Property, Plant & Equipment . .. ....... ... (25,212) 2,198
Fixed assets in projects (project finance) . ... ................ (2,341,152) (1,501,341)
Investments in associates carried under the equity method .. ... .. 855,627 647,945
Financial investments . . .. ... .. ... ... ... ... 31,775 30,679
Deferred tax assets. . . . ... ... . . ... (18,976) (7,283)
Current assets . . . . . .. ... 237,834 (15,239)
Total assets . . . . .. ... . ... (1,260,104) (843,041)
Equity and liabilities
EQuity ... (19,959) 20,584
Long-term non-recourse project financing .. .. ...... ... .. .... (1,707,460) (876,168)
Long-term corporate financing. . ... ... ... .. L. (40) 6,884
Other non-current liabilities . . . .. ... ... ... ... ... .. .. .. ... (189,989) (92,164)
Current liabilities . . . ... ... 657,344 97,823
Total equity and liabilities . . . .. ......... .. ... ... ... ... (1,260,104) (843,041)
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In addition, the effect of this de-consolidation on the consolidated income statement for the year ended
2012 is shown below:

For the Year

ended
Concept December 31, 2012
(€ in thousands)
RevenuUe . . . . (57,235)
Other operating income . . . . . . . . ... .. (64,756)
Operating eXpPenses . . . . oo 62,745
Operating profit . . . . . ... (59,246)
Financial expense, net . . . . .. ... ... 27,487
Share of profit/(loss) of associates carried under the equity method . . ... ... ... .. 19,477
Profit before income tax . . .. .. . . ... (12,282)
Income tax benefit . . . . . . 7,823
Profit for the period from continuing operations . . . ....... ... ... .. ......... (4,459)
Profit/(loss) attributable to non-controlling interests . . ... ................... 4,459

Profit for the period attributable to the parent company . .. ... ... ... .. ... —

Divestments and business combinations

As discussed in Note 6.2 to our Consolidated Financial Statements, certain divestments and business
combinations impacted our scope of consolidation and, therefore, our results of operations, including
principally the following transactions.

Sale of Befesa

On June 13, 2013, we entered into a share purchase agreement for the sale of 100% of our shares in our
subsidiary Befesa (the “Befesa Sale”) to funds advised by Triton Partners (the “Triton Funds”). After customary
net debt adjustments and subject to certain adjustments, total consideration to us amounts to €620 million
which is comprised of €348 million total cash, of which a payment of €331 million was received at closing and
deferred compensation of €17 million (including €15 million in escrow pending resolution of ongoing
litigation and a €2 million long-term receivable from a Befesa customer), a €48 million subordinated vendor
note with a five-year maturity and a €225 million (par value) subordinated convertible instrument with a
15-year maturity (subject to two five-year extensions) accruing interest of 6 month Euribor in effect at closing
date plus a 6% spread and which, upon the occurrence of certain triggering events including, but not limited
to, Befesa’s failure to meet certain financial targets or the exit of the Triton Funds from Befesa, may be
converted into approximately 14% of the shares of Befesa (subject to certain adjustments). The share
purchase agreement contains a two-year non-compete provision concerning Befesa’s activities.

On July 15, 2013, we received €331 million of cash proceeds corresponding to the price agreed for the
shares and the sale of the transaction was definitely closed. The gain for the sale amounted to €0.4 million
and is included in “Results for the year from discontinued operations, net of taxes” in the Consolidated
Income Statement.

Taking into account the significance of the activities carried out by Befesa to Abengoa, the sale of this
shareholding is considered as a discontinued operation in accordance with IFRS 5, Non-Current Assets Held
for Sale and Discontinued Operations. In accordance with this standard, the results of Befesa until the closing
of the sale and the result of this sale are included under a single heading (profit for the year from discontinued
operations, net of tax) in our Consolidated Financial Statements and under separate line items in the
consolidated cash-flow statement for the year 2011. Likewise, the consolidated income statement for the
years ended December 31, 2012, 2011, 2010 and 2009 also includes the results of Befesa under a single
heading (see “Presentation of Financial Information” and Note 7 to our Consolidated Financial Statements).
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The Befesa Sale also resulted in the removal of the Industrial Recycling segment from our Industrial Production
activity.

Sale of Brazilian Transmission Line Assets

We sold, in two portions pursuant to three share purchase agreements, 100% of certain Brazilian
transmission line assets to TAESA, an affiliate of Cemig.

On June 2, 2011, Abengoa Concessoes entered into an agreement with TAESA to sell 50% of its
shareholding in a newly formed entity, named UNISA, to which Abengoa Concessoes contributed 100% of
its interests in four project companies that it controls and that hold power transmission line concessions in
Brazil. These four project companies are STE, ATE, ATE Il and ATE IIl. In addition, on June 2, 2011, Abengoa
Concessoes and Abengoa Construcao Brasil Ltda. entered into an agreement with TAESA to sell 100% of the
share capital of NTE, another project company that holds a power transmission line concession in Brazil. The
sales corresponding to the sale of 100% of the shareholding of NTE and 50% of the shareholding of UNISA
are referred to herein as the “First Cemig Sale.” The First Cemig Sale was closed on November 30, 2011 and,
accordingly, is fully reflected in our historical statement of financial position as of December 31, 2011.

As consideration for the First Cemig Sale, upon closing we received the equivalent of approximately
€479 million in net cash proceeds in Brazilian reais and reduced our net consolidated debt by approximately
€642 million on our statement of financial position as of December 31, 2011. For the year ended
December 31, 2011, we recorded a net gain from the sale of €45 million reflected in the “Other operating
income” line item in our consolidated income statement (€43 million after taxes) resulting from the First
Cemig Sale. The share purchase agreements for each of UNISA and NTE in respect of the First Cemig Sale
provided for a post-closing price adjustment to be paid following the preparation of the audited financial
statements of the relevant project companies taking into account, among other variables, changes in the
share capital thereof and any dividends or distributions made between signing and closing. No such
adjustments were required to be paid under the terms of the share purchase agreements with respect to the
First Cemig Sale.

In addition to the First Cemig Sale, we signed an agreement with TAESA on March 16, 2012 to sell our
remaining 50% interest in UNISA, thereby completing the divestment of certain Brazilian transmission line
concession assets (STE, ATE, ATE Il and ATE Ill) (the “Second Cemig Sale,” and collectively with the First Cemig
Sale, the “Cemig Sales”). On June 30, 2012, all the conditions necessary to close the transaction were
fulfilled, and on July 2, we received €354 million of cash proceeds corresponding to the total price agreed for
the shares. The gain from the Second Cemig Sale of €4.5 million is reflected in the “Other operating income”
line item in our consolidated income statement for the year ended December 31, 2012. The Second Cemig
Sale includes a post-closing adjustment mechanism similar to that described above relating to the First Cemig
Sale, and we similarly do not expect any significant post-closing adjustment to be payable.

In the consolidated income statement for the year ended December 31, 2011 included in our
Consolidated Financial Statements, the profits and losses of NTE and the four project companies we
contributed to UNISA (STE, ATE, ATE Il and ATE Ill) are fully consolidated until November 30, 2011. Following
such date until December 31, 2011, we included our 50% share in the profits and losses of UNISA following
the proportional consolidation method. In the consolidated income statement for the year ended
December 31, 2012 the profits and losses of the four project companies are recorded under the equity
method as a result of the retrospective application of IFRS 11 from January 1, 2012 until June 30, 2012, when
the Second Cemig Sale closed.

Business combination of the Rioglass Group

Rioglass Group (“Rioglass”) was incorporated in 2006 as a joint venture between us and its former
shareholders. Rioglass manufactures and sells parabolic trough mirrors for solar thermal plants, using an
exclusive technology developed internally.
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Since the incorporation of Rioglass, solar-thermal energy has experienced a strong development
worldwide. Global installed capacity has reached 1,560 MW in operation, mainly in Spain and the United
States. Recently, we experienced a significant international expansion in other geographies, with plants in
construction in the Middle East, Africa and India and with ambitious plans to develop new solar thermal
plants in several countries such as South Africa, Australia, China, India, Saudi Arabia and Chile.

On January 16, 2012 Abengoa Solar, S.A. signed an agreement with Rioglass Laminar, S.L. to acquire an
additional share of Rioglass Holding, S.A. With this acquisition, and once the agreement’s closing conditions
have been fulfilled, we became the majority shareholder of Rioglass and obtained control of the management
of the group, a business which is key to our strategy of international expansion. As a result, Rioglass, which
was integrated proportionally, has started to be fully consolidated as of January 1, 2012.

Since the business combination was achieved in stages according to IFRS 3, we have re-measured our
previously held equity interest in the acquiree at our acquisition-date fair value, which consists primarily in the
value of committed sales from Rioglass for the use of technology and mirrors, linked to relations and
contracts existing with clients in the construction of solar thermal plants in Spain, the United States, South
Africa, Mexico and India. This valuation has represented a gain of €85,247 thousand. The difference between
the fair value of the stake acquired in Rioglass group and the fair value of the identifiable assets and liabilities
acquired, amounting to €38,919 thousand, has been recorded as goodwill.

Additionally, according to IFRS 3, we have finalized the evaluation of the identifiable assets and liabilities
acquired in order to perform the purchase price allocation, considering all identifiable fixed and intangible
assets, liabilities and contingent liabilities to the extent they are subject to recognition according to IFRS.
Among the assets identified, higher values have been assigned to technology and customer relationships. See
Note 6.3 to our Consolidated Financial Statements included elsewhere in this annual report.

Divestment of Telvent GIT, S.A.

As of December 31, 2010 and during part of the year 2011 we held a 40% shareholding in Telvent.
Despite partially reducing our share ownership in Telvent during 2009 through the sale of 7,768,844 ordinary
shares, we remained the largest shareholder and our 40% shareholding, along with our control of certain
treasury shares held by Telvent, permitted us to exercise de facto control over Telvent and therefore Telvent's
financial information was fully consolidated with our consolidated financial statements for the year ended
December 31, 2010 and during the period of 2011 in which we held control over Telvent. On June 1, 2011,
we announced the sale of our investment in Telvent (the “Telvent Disposal”), in which we sold our 40%
shareholding in Telvent to Schneider Electric S.A. (“SE”). Following the agreement to sell, SE launched a
tender offer to acquire all of the remaining Telvent shares. SE launched the tender offer to acquire all Telvent
shares at a price of $40 per share in cash, which valued the business at €1,360 million, or a premium of 36%,
to Telvent’s average share price over the previous 90 days prior to the announcement of the offer. On
September 5, 2011, following completion of the customary closing conditions and the receipt of regulatory
approvals, the transaction was completed. Our cash proceeds from the Telvent Disposal were €391 million
and consolidated net debt reduction was €725 million. In addition, we recorded a gain which is included in
the €91 million profit from discontinued operations as reflected on our income statement for the year ended
December 31, 2011. As a result, taking into account the significance of Telvent to us, Telvent was treated as
discontinued operations in accordance with IFRS 5, Non-Current Assets Held for Sale and Discontinued
Operations, and the results obtained from this sale are included under a single heading, “Profit after tax from
discontinued operations,” in the consolidated income statement for the year 2011, together with the results
generated by Telvent until the moment of its sale, and the consolidated income statement for 2010 has been
recasted to present Telvent as discontinued operations. The Telvent Disposal also resulted in the removal of
our Information Technologies segment. See Note 7 to our Consolidated Financial Statements.
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Commencement of Operations of Projects

The comparability of our results of operations is significantly influenced by the volume of projects that
become operational during a particular year. The number of projects becoming operational and the length of
projects under construction significantly impact our revenue and operating profit, as well as our consolidated
profit after tax during a particular period, which makes the comparison of periods difficult.

The following table sets forth the principal projects that commenced operations during each of the years
ended December 31, 2013, 2012 and 2011 including the quarter in which operations began.

Segment Project 2011 2012 2013

Transmission . .. ........ ATN 1st quarter
Manaus (Brazil) 1st quarter

Biofuels . ............. Salamanca (Spain)—Waste 2nd quarter
to Biofuels plant

Water. . .............. Tlemcem-Honaine Plant 4th quarter
(Algeria)
Qingdao (China) 1st quarter

Solar . ......... .. ... Solar Power Plant One 3rd quarter

(Algeria)

Helioenergy 1 (Spain) 3rd quarter

Helioenergy 2 (Spain) 1st quarter

Solacor 1 (Spain) 1st quarter

Solacor 2 (Spain) 1st quarter

Helios 1 (Spain) 2nd quarter

Solaben 3 (Spain) 2nd quarter

Solaben 2 (Spain) 4th quarter

Helios 2 (Spain) 3rd quarter

Shams (UAE) 1st quarter

Solaben 1-6 (Spain) 4th quarter

Solana (USA) 4th quarter
Cogeneration . ......... Tabasco (Mexico) 2nd quarter

Factors Affecting Our Results of Operations
Commodity Prices

Our Industrial Production activity is particularly sensitive to commodity price changes. The Biofuels
segment of our Industrial Production activity is affected by the availability of supply of grains such as wheat,
barley, corn and sorghum as well as sugar. We acquire grain and sugar as raw materials to produce ethanol
and distillers, grains and solubles (“DGS"”). Consequently, any increase in the cost of such grains increases our
cost of ethanol production. Our Biofuels segment is exposed to, among other factors, fluctuations in the cost
of grain caused by meteorological conditions, such as droughts or excessive rainfall. Furthermore, the output
price of ethanol is exposed to regional changes in price. Ethanol prices fluctuate in response to domestic and
international prices, competition, governmental policies and regulations, meteorological conditions, market
demand for gasoline and market demand for ethanol as an alternative or additive to gasoline. To mitigate
these effects, when acquiring raw materials for the production of ethanol, we engage in commodity hedging
transactions so as to ensure that there is a sufficient margin between the costs of our raw materials and the
price of ethanol sold, which is known in the industry as a “crush margin.” Furthermore, in Brazil, we also grow
our own sugarcane, which partially insulates us against any extreme price fluctuations in Brazil and allows our
ethanol production plants to remain properly supplied.
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In addition, our Engineering and Construction and Industrial Production activities and the Solar segment
of our Concession-Type Infrastructures activity require significant consumption of energy, predominantly
electricity and natural gas, and we are, therefore, exposed to fluctuations in their price. Although our energy
consumption costs account for a relatively small portion of our total operating expenses, the price of energy is
volatile and shortages can occur leading to unexpected price increases. To mitigate this risk, some of our
energy and gas contracts include mechanisms to limit price increases such as caps, indexing any cost increase
to an increase in output price or permitting a pass-through of the cost increase to the customer. Significant
increases in energy or oil costs or shortages in supply can have an adverse effect on our business. However,
we also benefit from increases in energy prices through our Biofuels segment and our Engineering and
Construction activity when plants are not subject to the fixed tariff regime. As the Solar segment of our
Concession-Type Infrastructures activity generates revenue from the sale of electricity produced, increases in
energy prices may increase our revenue generated by our solar power plants and, in the Biofuels segment of
our Industrial Production activity, our biofuel process plants in Europe and Brazil contain co-generation units
that produce excess electricity which is sold to public utilities such as Eletrobras in Brazil.

To mitigate certain risks of variation in market prices of commodities, we seek to hedge our exposure
through the use of forward sale and purchase contracts and options listed on organized markets, as well as
over-the-counter contracts with financial entities. Nevertheless, our actions may not be successful and such
arrangements expose us to the credit risk of our counterparties.

Regulation

We operate in a significant number of regulated markets and our Engineering and Construction and
Industrial Production activities and the Solar segment of our Concession-Type Infrastructures activity are, in
particular, subject to extensive regulation by governmental agencies in a number of the countries in which
they operate. The degree of regulation that each one of our reporting segments is subject to varies according
to country. In a number of the countries in which we operate, regulation is carried out by national regulatory
authorities. In some countries, such as the United States, Brazil and, to a certain degree, Spain, there are
various additional layers of regulation at the state, regional and/or local level. In countries such as these, the
degree of state, regional and/or local regulation may also be materially different for reporting segments
within the particular country, if the reporting segments are located in different states and/or localities.

Renewable Energies

Demand for a number of our products and services from our operations including our Engineering and
Construction and Industrial Production activities and the Solar segment of our Concession-Type
Infrastructures activity, depends significantly on government legislation, regulation, incentives and subsidies
aimed at promoting greater use of renewable energies and sustainable products and services. This
governmental action has been driven by political change largely precipitated from public perception of
climate change and desired action from government, particularly in the United States and Europe.

In our Solar segment, various key jurisdictions, including the United States and Europe, have introduced
or bolstered regulation concerning the use of solar and other renewable energies. The United States unveiled
legislative changes, and the European Union passed the new Renewable Energies Directive (“RED") and the
Fuel Quality Directive (“FQD") in April 2009, both of which, among other things, impose renewable energy
targets for 2020. The RED covers energy consumption as a whole, including for heating and cooling, and lays
down legally binding rather than indicative national targets such that the EU, as a whole, achieves a 20%
share of renewable energy by 2020. The FQD establishes a 10% renewable energy in transport target by
2020. In our Biofuels segment, we have benefited from regulation which has facilitated the development of
new technologies and enabled biofuel producers to operate profitably.

Spain, after many years of strong support for solar and other renewable energies, has recently enacted
several new laws introducing regulatory changes which adversely affect the solar industry, including our solar
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activities in Spain. These regulatory changes include a new law adopted on December 27, 2012 which
imposes a 7% levy on revenue received from power generation, including the revenue we generate from
thermo-solar plants, and excludes from the feed-in tariff the power produced by thermo-solar installations
using gas (going forward, payment for this energy will be at market price). A new law adopted on February 1,
2013 limiting remuneration schemes for renewable energy produced by eliminating pool plus premium
pricing and changing the applicable adjustment for changes in the consumer price index. See “ltem 4.B
Regulation—Spain—Solar Regulatory Framework—Law 15/2012 on Tax Measures for Energy Sustainability.”

Taken by themselves, these regulatory changes adversely affect our thermo-solar electricity generation
activity in Spain, and therefore the results of our Solar segment. However, based on the bilateral legal
relationship established between us and the Spanish government in the individual rulings that we obtained in
early 2011 from the Ministry of Industry, we believe that we have legal recourse to bring claims for the impact
on the profitability of our plants caused by the Spanish government’s nonperformance, although those
rulings do not guarantee that we would be successful in any claim brought by us against the Spanish
government. In this regard, in June 2013, we commenced a private-law action against the Spanish
government in the civil court of first instance (juzgado de primera instancia) in Seville for breach of contract
based on the administrative ruling issued in respect of our Helios | thermo-solar plant. In that action we are
seeking performance by the Spanish government in accordance with the terms of that administrative ruling
or, in the alternative, money damages in an amount equivalent to the difference between the profit we would
have obtained under the administrating ruling and the profit that we will obtain under the Spanish
government’s special-regime tariff. The civil court has dismissed our complaint on the procedural ground that
we must first exhaust our administrative remedies before the Ministry of Industry. We believe the dismissal
was improper under applicable case-law and have appealed the lower court’s decision to the appellate court
(audiencia provincial) in Seville. Also in June 2013, we submitted a demand for arbitration on behalf of our
subsidiary CSP Equity Investment S.a.r.l. against the Spanish government as a signatory to the Energy Charter
Treaty. CSP Equity Investment holds our equity interests in the Helioenergy 1 and 2, Solaben 2 and 3, and
Solacor 1 and 2 thermo-solar plants. Our demand for arbitration alleges that the Spanish government’s
regulatory reforms of the electricity sector have breached CSP Equity Investment’s legitimate expectations
under the administrative rulings issued in respect of those facilities and constitute expropriation. Further, we
are seeking compensation through money damages, in an amount yet to be determined. The arbitral
proceeding will be conducted in The Hague in accordance with the rules of the Arbitration Institute of the
Stockholm Chamber of Commerce before a panel of three arbitrators. Two of the three arbitrators have been
appointed; the chair of the arbitral tribunal is in the process of being appointed.

In July 2013, the Spanish government passed a new law related to the electric sector in Spain, the goal of
which is to achieve financial stability in the sector by approving a new legal and remuneration special regime
for installations producing electricity from renewable energy sources, among other things. Until new
regulations resulting from the law are developed, the existing regulations shall temporarily continue. Any
change arising from the regulations to be approved by the Spanish government within the frame of Royal
Decree Law 9/2013 may have an impact in the business, financial conditions or operating results of the
activities of electric energy under the new special regime. See “ltem 4.B—Regulation—Spain—Solar
Regulatory Framework—Royal Decree Law 9/2013" for further information.

Certain government policies may expire or be phased out over time, cease due to lack of funding or
upon exhaustion of the allocated funding or be subject to cancellation or non-renewal by the applicable
authority, including in Spain as a result of austerity measures introduced in recent years. See “ltem 4.B
Regulation—Spain—Solar Regulatory Framework—Law 15/2012 on Tax Measures for Energy Sustainability.”
As we cannot guarantee that such government support will be maintained in full, in part or at all, the market
for our products and services and our corresponding results of operations could be materially adversely
affected.
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Research, Development and Innovation

Under Spanish law, our expenditures associated with technological innovation activities are entitled,
among other things, to a deduction in corporate tax between 8% and 42% (between 12% and 42% for
fiscal periods commencing after the entry into force of Law 2/2011, March 4, 2011 on Sustainable Economy),
according to the technological level of the project, for the fiscal year in which they were incurred, provided
that such expenditures were incurred in accordance with cost accounting and were specifically undertaken in
connection with identified projects. These deductions may be applied in assessments of tax periods that end
in the 18 years subsequent to the tax period in which they were generated, provided that the other
requirements of the corporate income tax regulations are complied with. The amount of deferred tax assets
corresponding to R&D tax deductions amounted to €72.5 million as of December 31, 2013. (Pursuant to Law
14/2013 of September 27 to support entrepreneurs and their internationalization, for fiscal years initiated as
from January 1, 2013 and at the discretion of the tax payer, under certain circumstances, upon a 20%
reduction of the R&D&i tax deduction, this deduction will not be subject to the ordinary limitations in the
application of tax deductions and in case of lack of tax quota of the period in which to apply this tax
deduction, it will be refundable in cash. The maximum R&D tax deduction either applicable or refundable is
€3 million per year and €1 million for technological innovation.) In addition to these deductions, which can be
generated during the period of creation of an intangible asset, Spanish law allows the application of another
tax incentive during the period of utilization of certain intangible assets. Pursuant to Article 23 of the Revised
Text of the Spanish Income Tax Act, we may apply for tax incentives for the transfer of use of intangible assets.
Such incentives consist in a 50% exemption of the revenue generated by the transfer of use of such
intangible assets which is applied directly to the taxable income (i.e., licensing revenue or royalties). (Pursuant
to Law 14/2013 of September 27 to support entrepreneurs and their internationalization, this tax incentive
has been modified with effects as from September 28, 2013. For the transfer of use of intangible assets
carried out as from such date, this tax incentive will consist in a 60% reduction of the profit generated by the
transfer of use of such intangible assets.) This incentive is expected to be recurring over the coming years. As
it is not a deduction to be applied to the income tax payable, it is not carried forward and does not generate a
deferred tax asset as is the case with R&D tax deductions.

In the United States, we participate in loan guarantee programs with the DOE that are aimed at
promoting the rapid deployment of renewable energy and electric power transmission projects. The
programs provide loan guarantees to renewable energy projects, related manufacturing facilities and electric
power transmission projects. As part of these programs, in June 2011, the DOE offered us a conditional
commitment for a $1,202 million loan guarantee to support the construction and start-up of our Mojave
solar project, a 280 MW CSP solar plant in the Mojave Desert, California. In addition, on December 21, 2010,
the DOE announced a final commitment for a $1,450 million loan guarantee to support the construction and
start-up of one of the largest CSP power plants in the world (Solana), which we are constructing pursuant to a
power purchase agreement with Arizona Public Service. Furthermore, our Solar and Biofuels segments have
also received DOE research grants of $145.8 million and in 2010, our Biofuels segment signed a four-year
$35.5 million contract to develop technology for advanced biorefining of distillers, grain and corn blends.

Environmental

Our business is subject to significant environmental regulation, which, among other things, requires us
to perform environmental impact studies on future projects, obtain regulatory licenses, permits and other
approvals and to comply with the requirements of such licenses, permits and approvals. Over recent years,
environmental regulation has increased and changed rapidly and has caused a corresponding increase in our
cost of compliance and has impacted our financial condition. Furthermore, if we fail to be in compliance, we
may become subject to significant liability, including fines, penalties, damages, fees and expenses and
closures.
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Spanish Export Tax Credit

Through our increasing international presence and a corresponding increase in our overseas investments
and exports, we have claimed tax benefits provided under Article 37, Export Tax Credit (Deducciéon por
actividades de exportacion “DAEX”) of the Spanish Corporate Income Tax law, in connection with our
overseas investments and exports of goods and services from Spain. Export tax credits provided in connection
with overseas investments is calculated as a percentage of investments through the acquisition of interest in
foreign companies or the incorporation of subsidiaries established abroad. This percentage, which was
initially set at 25%, has been progressively reduced since 2007 to reach 3% in 2010 and 0% in 2011. We had
a right to these tax incentives but did not claim them over a period of several years, and in 2008 determined
to claim these credits for the tax period ended December 31, 2008 and for certain prior years. The claiming of
this export tax credit during 2008 for that tax period and prior periods had a significant impact on our income
tax expense in that year. We also claimed the export tax credit in 2009 and in 2010, but only for the credit
generated in the corresponding fiscal year, as a result of which the amount of such tax credit in each such year
was substantially less than the tax credit claimed in 2008 in respect of 2008 and prior years. A portion of the
export tax credit claimed in 2008, 2009 and 2010 was treated as government grants and recognized in other
operating income in those periods. No distinction was made with respect to the recognition or measurement
of the related deferred tax assets in the balance sheet. The Export Tax Credit was repealed with effect from
January 1, 2011. As of December 31, 2011, we have recognized the full amount of Export Tax Credits
generated through 2010. The amount of deferred tax assets recognized for this credit totalled €242.9 million
as of December 31, 2013. The amount recognized in 2011 corresponds to tax credits generated in prior
periods. The recognition of this tax credit was made after updating the forecasts used for the valuation of the
deferred tax assets due to a regulatory change that increased the limit for applying these credits from 50% to
60% of the income tax payable. We also took into account the fact that an income tax audit by the Spanish
tax authorities of the Spanish tax group for the periods 2005 to 2008, which was finalized on January 26,
2012, provided favorable results for the Company with respect to the application of this tax credit.

Spanish Export Tax Incentive

International projects involving the export of goods and services from Spain receive special treatment in
Spain, generating a tax incentive applicable to the taxable income base for the year, which exempts any
profits from abroad. These are not deductions to be applied to the income tax payable amount, but rather
incentives that are applied directly to reduce the taxable income of the current year. Therefore, they are
recognized directly in the income statement as a lower tax expense, and they do not result in the
capitalization of any deferred tax asset.

Backlog and Concessions

We believe that our backlog is a significant indicator of the growth of our Engineering and Construction
("E&C") business and provides useful trend information and revenue visibility based on our activities over the
previous two years. Backlog serves to measure the total euro value of work to be performed on contracts
awarded, in progress and customer subscriptions, but does not include estimated revenue streams from the
operating phase of any of our concession based projects, which are reported in a different operating
segment. Backlog consists principally of projects, operations and services for which we have signed contracts
and in respect of which we have received non-binding commitments from customers or other operations
within our Group, where the related revenues are not eliminated upon consolidation. Commitments may be
in the form of written contracts for specific projects, purchase orders, or indications of the amount of time
and materials we need to make available for customers’ anticipated projects. The volume and timing of
executing the work in our backlog is important to us in anticipating our operational and financing needs and
our ability to execute our backlog is dependent on our ability to meet such operational and financing needs.
Our work to be performed in our backlog is typically completed within 12 to 24 months. Backlog is provided
on a net basis after accounting for intra group eliminations. As December 31, 2013, 2012, 2011, 2010 and
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2009, our backlog (excluding intra group sales) was approximately €6,796 million, €6,679 million,
€7,535 million, € 6,253 million and €5,017 million, respectively.

In recent years, our backlog has grown significantly across our activities and we expect that our backlog
will drive our results of operations in the near term as we undertake projects and operations. While our
backlog has increased in recent years, it has fluctuated on a quarter-to-quarter basis due to the signing of
new contracts, more of which have historically tended to be executed as the year progresses as customers
make purchases under their capital budgets, as well as the pace of execution of existing contracts. As a result
of the changes in our backlog, whether due to the signing of new contracts or commitments, the pace of
execution of our contracts or otherwise, our results of operations for certain of the financial periods discussed
in this annual report may not be directly comparable with our results of operations for other financial periods
discussed herein or future financial periods. See “Item 3.D—Risk Factors—Risks Related to Our Business and
the Markets in Which We Operate—Our backlog of unfilled orders is subject to unexpected adjustments and
cancellations and is, therefore, not a fully accurate indicator of our future revenue or earnings.”

As of December 31, 2013, the average remaining life of our concessions and concession-type
agreements was approximately 25 years. We believe that the average life of our concessions and
concession-type agreements is a significant indicator of our forecasted revenue streams and the growth of
our business. Concessions consist of long-term projects awarded to, and undertaken by us (in conjunction
with other companies or on an exclusive basis) typically over a term of 20 to 30 years. Such projects typically
include the construction phase, as well as future provisions associated with the operation and maintenance
services provided during the concession period. In order to maintain or grow our business, we must obtain
extensions to our current concessions and concession-type agreements or secure new concessions to replace
our concessions as they expire. Furthermore, the revenue that we generate from our concession projects is
significantly dependent on regulated tariffs. Under most of our concession agreements, there is an
established tariff structure that provides us with limited or no possibility to adjust our tariffs as a result of
fluctuations in prices of raw materials, exchange rates, labor and subcontractor costs or any other variations
in the conditions of specific jurisdictions in which our concessions are located.

Capital Expenditures

Our business has significant capital expenditure requirements, including construction as well as R&D&i
costs. Our capital expenditure requirements include asset and concession construction costs of power
transmission lines, solar power plants and co-generation power plants, as well as infrastructure for the
production of ethanol and desalination plants. We finance these capital projects primarily through
non-recourse debt issued by a project finance company, along with debt incurred at the corporate level.
Consequently, a significant part of our business is capital-intensive and our new assets under construction are
highly leveraged. Over the last few years, the costs associated with our requirements have increased
significantly, largely due to our increased business activity. See “Item 5.B—Liquidity and Capital Resources—
Capital Expenditures.” As a result, these increases have resulted in an increase of our non-recourse debt and
related increased service costs, resulting in significantly reduced available cash flow from our project finance
companies. As of December 31, 2013, our Gross Corporate Debt was €5,654.4 million and our total
non-recourse debt was €6,320.9 million.

Interest Rates

We incur significant indebtedness during the course of our operations. The interest rate risk arises mainly
from indebtedness with variable interest rates. To mitigate the interest rate risk, we primarily use interest rate
swaps and interest rate options which, in exchange for a fee, offer protection against a rise in interest rates.
Our results of operations can be affected by changes in interest rates with respect to the unhedged portion of
our indebtedness that bears interest at floating rates, which typically bears a spread over EURIBOR, LIBOR and
Taxa de Juros de Longo Prazo (“TJLP"), for our Brazilian operations.
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In the event that EURIBOR had risen by 25 basis points as of December 31, 2013, with the rest of the
variables remaining constant, the effect in the consolidated income statement for the year ended
December 31, 2013 would have been a profit of €13,669 thousand (a profit of €4,004 thousand in 2012)
mainly due to the increase in time value of hedge interest rate options (caps and collars) and an increase of
€48,050 thousand in other reserves (an increase of €52,163 thousand in 2012) mainly due to the increase in
value of hedging interest derivatives (swaps, caps and collars).

A significant increase in interest rates could also reduce the profitability of our projects in the
development stage for which we have not yet secured financing and make it more costly for us to submit bids
for concessions or third-party construction contracts. In addition, while the financing costs of our subsidiaries
tend to be high during the early years of a relevant concession or construction contract, during which the
cash flows from the assets support a significant amount of debt in relation to relatively low revenue, we may
have opportunities to refinance such debt as such concessions or construction contracts become more
mature and their revenue, cash flow and debt coverage ratios improve.

Exchange Rates

Our functional currency is the euro, but our revenue and expenses are denominated in the local currency
of the jurisdictions in which we operate. As we have globally expanded our business, a large and increasing
percentage of our revenue is now derived from countries outside of the Eurozone.

As a result, fluctuations in the value of foreign currencies relative to the euro impact our operating
results. Impacts associated with fluctuations in foreign currency are discussed in more detail under
“—Quantitative and Qualitative Disclosure About Market Risk—Foreign Exchange Rate Risk.” In countries
with currencies other than the euro, assets and liabilities are translated into euro using end-of-period
exchange rates; revenue, expenses and cash flows are translated using average rates of exchange. The
following tables illustrate the average rates of exchange used.

euro average

Period per U.S. dollar
Year ended December 31, 2013 . . . . . . . 0.7532
Year ended December 31, 2012 . . . . . . . 0.7778
Year ended December 31, 20171 . . . . . . . 0.7189

We are exposed to foreign exchange rate fluctuations principally between the euro and our U.S. Dollar
denominated debt. In order to mitigate these exchange risks, we enter into forward exchange contracts and
currency options which hedge the fair value of our future cash flows.

In the event that the exchange rate of the U.S. Dollar had risen by 10% against the euro as of
December 31, 2013, with the rest of the variables remaining constant, the effect in the consolidated income
statement for the year ended December 31, 2013 would have been a loss of €8,496 thousand (a loss of
€10,602 thousand in 2012) mainly due to the U.S. Dollar net liability position of the Group in companies with
euro functional currency and an increase of €1,192 thousand (a decrease of €2,440 in 2012) in other reserves
as a result of the cash flow hedging effects on highly probable future transactions.

In addition, we are generally exposed to foreign currency exchange translation risk with respect to our
subsidiaries whose reporting currency is other than the euro. The contribution of these subsidiaries to our
Consolidated Financial Statements is significantly affected by the fluctuations in exchange rate between their
reporting currency and the euro. Our primary foreign exchange translation risk results from our Brazilian and
U.S. subsidiaries.

In our discussion of operating results, we have included foreign exchange impacts in our revenue by
providing constant currency revenue growth. The constant currency presentation is a non-GAAP financial
measure, which excludes the impact of fluctuations in foreign currency exchange rates. We believe providing
constant currency information provides valuable supplemental information regarding our results of
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operations. We calculate constant currency amounts by converting our current period local currency revenue
using the prior period foreign currency average exchange rates and comparing these adjusted amounts to our
prior period reported results. This calculation may differ from similarly titled measures used by others and,
accordingly, the constant currency presentation is not meant to substitute for recorded amounts presented in
conformity with GAAP nor should such amounts be considered in isolation.

Key Performance Indicators

In addition to the factors described above, we closely monitor the following key drivers of our
businesses’ operating performance to plan for our current needs, and to adjust our expectations, financial
budgets and forecasts appropriately.

As of December 31,
2013 2012 2011

(unaudited)
(€ in millions)

Key Performance Indicator
Engineering and Construction

Backlog . . .. .. . ... 6,796 6,679 7,535
Concession-Type Infrastructure
Solar
MW under development. . . ... . ... . 210 0 250
MW under construction . . . .. ... . ... ... 430 910 910
MW in operation. . . .. .. ... . 1,223 743 493
Total MW . . . 1,863 1,653 1,653
Transmission
Km of transmission under development . .. ...... ... ... ... ... .. 367 — —
Km of transmission under construction. . .. ........ ... . ... .... 9,373 5,217 4,928
Km of transmission in operation .. .............. ... .. ...... 2,660 1,476 3,903
Total Km .. 12,400 6,693 8,831
Water
Capacity of desalination in operation (m3/day) . ................ 660,000 660,000 560,000
Industrial Production
Biofuels production (ML/YY) . . ... ... ... ... 2,252 2,439 2,758

The Global Economy

Our results of operations have been and continue to be affected by conditions in the global economy.
Concerns over inflation, energy costs, geopolitical issues, sovereign debt and government austerity programs
and the availability and cost of credit have contributed to increased volatility and diminished expectations for
the economy going forward. These factors, combined with volatile oil prices, declining global business and
consumer confidence and increased unemployment, have precipitated an economic slowdown which has
been followed by inconsistent signs of growth. For example, in our Engineering and Construction activity, the
global downturn resulted in a significant decline in investment and current projects under negotiation or in
progress slowed down significantly. These declines were largely driven by reduced spending by governments,
public administrations and utility companies and a resultant increase in competition for remaining projects.

Notwithstanding conditions in the global economy generally, some operations within our segments have
experienced positive effects due to increased government spending in certain sectors as part of stimulus
measures to combat weak economic conditions. For example, there has been recent increased public
spending in infrastructure, renewable energies and the water desalination sectors which are all currently
experiencing significantly increased growth in certain countries. In addition, a significant part of our business
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is requlated or benefits from long-term offtake contracts, which provide some protection from the global
economic downturn.

Engineering and Construction

The revenue and profitability of our Engineering and Construction activity is determined by the demand
for our services with respect to new infrastructure, mainly in the energy sector. We primarily monitor the
amount of our backlog as a significant indicator of our forecasted revenue streams and the growth of that
activity. The margins we are able to achieve with respect to the services we provide in our Engineering and
Construction activity drive that activity’s revenue and profitability.

Concession-Type Infrastructures

The revenue of our Concession-Type Infrastructures activity is determined by the amount of MW capacity
under operation in our thermo solar and co-generation plants, the number of kilometers available and
operating in our power transmission lines and the volume (in cubic meters) of water treated in our
desalination plants. We are currently making significant investments in the development of such assets (as of
December 31, 2013 we had €9,064.2 million of net fixed assets and are continuously looking for new
opportunities in the area of public private concession agreements (examples include the Solana and Mojave
projects in the United States, the new power transmission lines in Peru and Chile and the co-generation plant
in Tabasco (Mexico), which are all in the pre-construction or construction phases) that will contribute to our
Concession-Type Infrastructures activity’s revenue in the future.

Industrial Production

The profitability of our Industrial Production activity is mainly affected by the volume (in ML) of
bioethanol produced, crush margin, which is determined by the commodity input price (mainly for corn,
sugarcane and natural gas) and output prices (mainly prices for ethanol and sugar), and prices for the
byproducts sold, such as electricity or DGS.

Critical Accounting Policies and Estimates

The preparation of our Consolidated Financial Statements in conformity with IFRS requires us to make
estimates and judgments that affect the reported amounts of assets, liabilities, revenues and expenses. We
base our estimates on historical experience and on various other assumptions we believe to be reasonable
under the specific circumstances, the results of which form the basis for making judgments about the
carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may
differ from these estimates under different assumptions or conditions.

An understanding of the accounting policies for these items is important to understand the
Consolidated Financial Statements. The following discussion provides more information regarding the
estimates and assumptions used for these items in accordance with IFRS and should be considered in
conjunction with the our Consolidated Financial Statements.
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The most critical accounting policies, which reflect significant management estimates and judgment to
determine amounts in the our Consolidated Financial Statements, are as follows:

e Impairment of intangible assets and goodwill.

e Revenue from construction contracts.

¢ Income taxes and recoverable amount of deferred tax assets.
¢ Derivative financial instruments.

e Concession agreements.

Some of these accounting policies require the application of significant judgment by management to
select the appropriate assumptions to determine these estimates. These assumptions and estimates are based
on our historical experience, advice from experienced consultants, forecasts and other circumstances and
expectations as of the close of the financial period. The assessment is considered in relation to the global
economic situation of the industries and regions where the Group operates, taking into account future
development of our businesses. By their nature, these judgments are subject to an inherent degree of
uncertainty; therefore, actual results could materially differ from the estimates and assumptions used. In such
cases, the carrying values of assets and liabilities are adjusted.

As of the date of preparation of our Consolidated Financial Statements, no relevant changes in the
estimates made are anticipated and, therefore, no significant changes in the value of the assets and liabilities
recognized at December 31, 2013 are expected.

Although these estimates and assumptions are being made using all available facts and circumstances, it
is possible that future events may require management to amend such estimates and assumptions in future
periods. Changes in accounting estimates are recognized prospectively, in accordance with IAS 8, in the
consolidated income statement of the year in which the change occurs. The Group significant accounting
policies are more fully described in Note 2 to the Consolidated Financial Statements for the year ended
December 31, 2013, presented elsewhere in this annual report.

Impairment of intangible assets and goodwill

Goodwill and intangible assets which have not yet come into operation or that have an indefinite useful
life are not amortized and are tested for impairment on an annual basis or whenever there is an impairment
indicator. Goodwill is tested for impairment within the cash-generating unit to which it belongs. Other
intangible assets are tested individually, unless they do not generate cash flows independently from other
assets, in which case they are tested within the cash-generating unit to which they belong.

For those cash generating units with high potential growth, the Group uses cash flow projections for a
period of 10 years based on the cash flows identified in the Group’s strategic plans, which are reviewed and
approved every six months by the management of the Group. The residual value is calculated based on the
cash flows of the latest year projected using a steady or nil growth rate. The use of a 10 year period is based
on the consideration that this is the minimum period that needs to be used in order to appropriately reflect all
the potential growth of these cash generating units. In addition, 10 years projections are prepared based on
the historical experience within the Group in preparing long-term strategic plans, which are considered
reliable and are prepared on the basis of the Group’s internal control system. These cash flows are considered
reliable since they can easily adapt to the changes of the market and of the business segment to which cash
generating units belong, based on the Group’s past experience on cash flows and margins and on future
expectations.

For other cash generating units the Group uses cash flows projections based on a period of 5 years,
calculating the residual value based on the cash flows of the latest year projected, using a zero growth rate.
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Projected cash flows are discounted using the weighted average cost of capital (“WACC") (see Note 2.8
to our Consolidated Financial Statements), adjusted for the specific risks associated to the business unit to
which the cash generating unit belongs.

Based on values in use calculated in accordance with the assumptions and hypotheses described above
and in Note 8 to our Consolidated Financial Statements, the recoverable amount of the cash generating units
to which goodwill was assigned is higher than their carrying amount. Detailed sensitivity analysis has been
carried out and we believe that the carrying amount of the cash generating units will be recovered in full.
Main variables considered in sensitivity analysis are growth rates, discount rates based in WACC and the main
variables of each business.

During the years 2013 and 2012 there were no intangible assets with indefinite useful life or there were
no significant intangible assets not yet in use that were impaired.

Revenue from construction contracts

Revenue from construction contracts is recognized using the percentage-of-completion method for
contracts whose outcome can be reliably estimated and whose profitability is probable. When the outcome
of a construction contract cannot be reliably estimated, revenue is recognized only to the extent it is probable
that contract costs incurred will be recoverable.

As described in Note 2.24.b to our Consolidated Financial Statements, the percentage of completion is
determined at the date of every Consolidated Statement of Financial Position based on the actual costs
incurred as a percentage of total estimated costs for the entire contract.

Revenue recognition using the percentage-of-completion method involves the use of estimates of
certain key elements of the construction contracts, such as total estimated contract costs, allowances or
provisions related to the contract, period of execution of the contract and recoverability of the claims. We
have established, over the years, a robust project management and control system, with periodic monitoring
of each project. This system is based on the long-track experience of the Group in constructing complex
infrastructures and installations. As far as practicable, the Group applies past experience in estimating the
main elements of construction contracts and relies on objective data such as physical inspections or third
parties confirmations. Nevertheless, given the highly tailored characteristics of the construction contracts,
most of the estimates are unique to the specific facts and circumstances of each contract.

Although estimates on construction contracts are periodically reviewed on an individual basis, we
exercise significant judgments and not all possible risks can be specifically quantified.

It is important to point out that, as stated in Note 2.4 to our Consolidated Financial Statements on the
measurement of property, plant and equipment, in the internal asset construction projects outside the scope
of IFRIC 12 on Service Concession Arrangements (see Note 2.5 to our Consolidated Financial Statements), the
totality of the revenues and profits between group companies is eliminated, meaning those assets are shown
at their acquisition cost.

Income taxes and recoverable amount of deferred tax assets

The current income tax provision is calculated on the basis of relevant tax laws in force at the date of our
Consolidated Financial Statements in the countries in which the subsidiaries and associates operate and
generate taxable income. Subsidiaries which are not included in the consolidated income tax returns filed in
Spain file income tax returns in numerous tax jurisdictions around the world.

Determining income tax payable requires judgment in assessing the timing and the amount of
deductible and taxable items, as well as the interpretation and application of tax laws in different jurisdictions.
Due to this fact, contingencies or additional tax expenses could arise as a result of tax inspections or different
interpretations of certain tax laws by the corresponding tax authorities.
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We recognize deferred tax assets for all deductible temporary differences and all unused tax losses and
tax credits to the extent that it is probable that future taxable profit will be available against which they can be
utilized.

We consider it probable that we will have sufficient taxable profit available in the future to enable a
deferred tax asset to be recovered when:

e there are sufficient taxable temporary differences relating to the same tax authority, and the same
taxable entity is expected to reverse either in the same period as the expected reversal of the
deductible temporary difference or in periods into which a tax loss arising from the deferred tax asset
can be carried back or forward,;

e it is probable that the taxable entity will have sufficient taxable profit, relating to the same tax
authority and the same taxable entity, in the same period as the reversal of the deductible temporary
difference (or in the periods into which a tax loss arising from the deferred tax asset can be carried
back or forward); or

e tax planning opportunities are available to the entity that will create taxable profit in appropriate
periods.

As of December 31, 2013, our deferred tax assets corresponded mainly to tax loss carryforwards in
Brazil, Spain, the Netherlands and the United States, and to tax credits for export activities and other tax
deductions generated in Spain, as shown in the following table:

As of
December 31,
2013

(€ in millions)
Tax credits for Tax Loss Carryforwards:

SPaIN . 66
Brazil . . . 169
United States . . .. . ... 55
Netherlands . . . .. . .. .. . 57
Other . . 31
378
Tax credits for deductions to be applied in future periods:
Spanish Export Tax Credit (DAEX) . . . . .. .. ... . . . 243
R&D&i Tax Credits in Spain . . . .. .. 73
Tax Credits for deduction on reinvestment of certain benefits in Spain .. ....... .. .. 50
Tax Credits for environmental investments in Spain . . .. ............ ... ... .. .. 12
Tax Credits for double taxation in Spain . ... ... .. .. ... 85
Tax Credits for donations and other (mainly in Spain) . . ............ ... ... .. .. 21
484

The jurisdictions where we have tax credits and where we have also recorded tax losses are Brazil, the
United States, the Netherlands (mainly coming from the bioenergy business in the three nations), and Spain.
The subsidiaries in these jurisdictions, which include companies in our biofuels, engineering and construction,
solar and water segments, are expected to generate taxable profit in the upcoming years, as described in
more detail below.

We have credits for tax loss carryforwards in Brazil of €169 million as of December 31, 2013. Tax credits
for tax loss carryforwards in Brazil were mainly generated in recent years with very poor weather conditions
which affected our sugar cane production. In 2011, 2012 and 2013 we made investments to improve the
quality of the plantations and to increase the milling capacity of the facilities, as well as in the cogeneration
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plant in order to increase the profitability of the assets. The tax loss carryforwards are expected to offset
future taxable income in Brazil, as there is no time limit under Brazilian tax legislation for their application. In
addition, at the end of 2012 an internal restructuring was carried out in Brazil in order to obtain additional
benefits from certain intangible assets related to our bioenergy business. We expect to generate taxable
income that will help to use the tax credits we have in this jurisdiction. We also operate in Brazil through our
Engineering and Construction activity. In the last three tax returns submitted in this jurisdiction, we generated
taxable losses amounting to €38 million in 2012 and €28 million in 2011, and taxable income amounting to
€53 million in 2010.

Tax credits for tax loss carryforwards in the United States amount to approximately €55 million and expire
in 20 years. In order to utilize these tax loss carryforwards, we would need to generate future taxable income
of approximately €153 million. During the last years the taxable losses generated by the Company in the
United States have been driven mainly by specific tax advantages like bonus depreciations and the application
of specific Modified Accelerated Cost Recovery System (“MACRS”) in our Biofuels segment. Those taxable
losses were related to new ethanol plants that we brought into operation within the last years. Without the
application of such tax advantages, the U.S. Bioenergy business would have achieved taxable income in those
years.

During the year 2013, we undertook a restructuring of our subsidiaries in the United States, for business
purposes. After the restructuring, most of our U.S. subsidiaries in our Biofuels, Engineering and construction,
Water and Solar segments are affiliates from Abengoa US, LLC, which is in turn a subsidiary of newly
incorporated entities corresponding to each of the four operating segments mentioned above. This structure
permits to calculate our income tax in the United States on an aggregated basis for these companies.

In Engineering and Construction, we forecast growth in the three markets in which we operate in the
U.S. (Engineering, procurement and construction of large projects in the water and energy sectors, electric
transmission projects and other services like ancillary manufacturing, logistics and supplies, and project
management). We expect to generate taxable income in all our Engineering and construction subsidiaries in
the upcoming years.

In Biofuels, 2012 represented an exceptionally negative year in terms of margins and results, mainly due
to the deep drought that affected most of the producer countries and which caused in the lowest crop yield
during the last 30 years and the tightest global corn stocks supply in 39 years (USDA report data). This
unusual situation resulted in a significant increase in the price of the corn grain up to historical levels, which
significantly reduced our margins. In addition, a drop in gasoline consumption, and therefore ethanol
demand, had an impact on the price of ethanol during the year. During 2013, prices and margins have
recovered mainly due to better harvests and to an increase in the price of ethanol because of the reduction of
inventory levels in the industry. This has adjusted the demand for ethanol and prices have risen to return to
historically normal margin levels.

Considering this overall situation, our Bioenergy companies have generated operational taxable losses
during the year 2013. We expect this situation to change in future years, when we expect to generate taxable
income thanks to the recovery in margins we foresee and to the entry into operation of our second
generation plant in Hugoton. However, our ability to generate future taxable income in our Biofuels segment
in the United States depends on managing the spread among the prices of inputs (grain, natural gas and
others) and outputs (ethanol, DGS and others), which are subject to significant volatility and uncertainty, as
we disclose in “ltem 3.D—Risk Factors—Risks Related to Our Industrial Production Activity.”

In our last three U.S. tax returns submitted, considering all our segments, we generated taxable losses
amounting to €30 million in 2012, €24 million in 2011 and €35 million in 2010.

Tax credits for tax loss carryforwards in the Netherlands, amounting to €57 million approximately expire
in nine years. In order to utilize these tax loss carryforwards, we would need to generate future taxable
income of approximately €217 million. At the end of 2012 and beginning of 2013, our plant in the
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Netherlands was shut down for a period of three months as a result of safety measurements that the
company voluntarily wanted to undertake, which resulted in non-recurring losses for the years ended
December 31, 2012 and 2013. In addition, recent regulatory decisions have been taken in the European
Union aimed at reducing imports of bioethanol. We expect these measures will increase the demand in our
plant in the Netherlands and we expect our subsidiary to generate enough taxable income in the foreseeable
future to offset the tax loss carryforwards.

Tax loss carryforwards in Spain were mainly generated from applying certain tax incentives, such as
Spanish Export Tax Incentive. In Spain, we have over €548 million in tax credits on deductions and on and tax
loss carryforwards, of which €66 million are credits for tax loss carryforwards. These tax credits and tax loss
carryforwards expire over a period ranging from 15 to 18 years, and their recoverability is based on our ability
to generate taxable income of €2.3 billion from our Spanish subsidiaries over this time period. We expect to
generate this taxable income from our Engineering and Construction business, which has been growing
consistently year-after-year, from our Spanish solar business, where we have brought new assets into
operation at profitable margins, and from the contribution of our recurring Spanish biofuels businesses. Our
ability to generate sufficient taxable income in Spain is dependent on the achievement of the above. Spain
has recently experienced negative economic conditions, including high unemployment and significant
government debt, which may adversely affect investment by customers in new projects. See “Item 3.D—Risk
Factors—Risks Related to Our Business and the Markets in Which We Operate—Decreases in government
budgets, reductions in government subsidies and adverse changes in law may adversely affect our business
and growth plan.” In addition, our ability to generate taxable income in Spain may be affected by the
performance of our thermo solar segment, which is subject to changes in regulation (see “ltem 3.D—Risk
Factors—Risks Related to the Concession-Type Infrastructures Activity—Our solar projects will be negatively
affected if there are adverse changes to national and international laws and policies that support renewable
energy sources”), as our Engineering and Construction business relies on the construction of new
infrastructures. In the last three tax returns submitted, in this jurisdiction, we generated taxable income
amounting to €194 million in 2012 and €224 million in 2011 and taxable losses amounting to €176 million in
2010.

Our management assesses the recoverability of deferred tax assets on the basis of estimates of future
taxable profit. These estimates are derived from the projections included in our five- and ten-year strategic
plans, which are prepared on a yearly basis and reviewed twice a year for the accuracy of the assumptions
used. Based on our current estimates we expect to generate sufficient future taxable income to achieve the
realization of our current tax credits and tax loss carryforwards, supported by our historical trend of business
performance.

Our current and deferred income taxes may be impacted by events and transactions arising in the normal
course of business as well as by special non-recurring items. Assessment of the appropriate amount and
classification of income taxes is dependent on several factors, including estimates of the timing and
realization of deferred tax assets and the timing of income tax payments.

Actual collections and payments may materially differ from these estimates as a result of changes in tax
laws as well as unforeseen future transactions impacting the income tax balances.

Derivatives and hedging

Derivatives are recorded at fair value. The Company applies hedge accounting to all hedging derivatives
that qualify to be accounted for as hedges under IFRS.

When hedge accounting is applied, hedging strategy and risk management objectives are documented
at inception, as well as the relationship between hedging instruments and hedged items. Effectiveness of the
hedging relationship needs to be assessed on an ongoing basis. Effectiveness tests are performed
prospectively and retrospectively at inception and at each reporting date, following the dollar offset method
or the regression method, depending on the type of derivatives.
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We have three types of hedges:
e Fair value hedge for recognized assets and liabilities

Changes in fair value of the derivatives are recorded in the consolidated income statement, together
with any changes in the fair value of the asset or liability that is being hedged.

e Cash flow hedge for forecasted transactions

The effective portion of changes in fair value of derivatives designated as cash flow hedges are
recorded temporarily in equity and are subsequently reclassified from equity to profit or loss in the
same period or periods during which the hedged item affects profit or loss. Any ineffective portion of
the hedged transaction is recorded in the consolidated income statement as it occurs.

When options are designated as hedging instruments (such as interest rate options described in
Note 14 to our Consolidated Financial Statements), the intrinsic value and time value of the financial
hedge instrument are separated. Changes in intrinsic value which are highly effective are recorded in
equity and subsequently reclassified from equity to profit or loss in the same period or periods during
which the hedged item affects profit or loss. Changes in time value are recorded in the consolidated
income statement, together with any ineffectiveness.

When the hedged forecasted transaction results in the recognition of a non-financial asset or liability,
gains and losses previously recorded in equity are included in the initial cost of the asset or liability.

When the hedging instrument matures or is sold, or when it no longer meets the requirements to
apply hedge accounting, accumulated gains and losses recorded in equity remain as such until the
forecast transaction is ultimately recognized in the consolidated income statement. However, if it
becomes unlikely that the forecast transaction will actually take place, the accumulated gains and
losses in equity are recognized immediately in the consolidated income statement.

¢ Net investment hedges in foreign operation

Hedges of a net investment in a foreign operation, including the hedging of a monetary item
considered part of a net investment, are recognized in a similar way to cash flow hedges. The foreign
currency transaction gain or loss on the non-derivative hedging instrument that is designated as, and
is effective as, an economic hedge of the net investment in a foreign operation is reported in the same
manner as a translation adjustment. That is, reported in the cumulative translation adjustment section
of equity to the extent it is effective as a hedge, as long as the following conditions are met: the
notional amount of the non-derivative instrument matches the portion of the net investment
designated as being hedged and the non-derivative instrument is denominated in the functional
currency of the hedged net investment. In that circumstance, no hedge ineffectiveness would be
recognized in earnings.

Amounts recorded in equity are reclassified to the consolidated income statement when the foreign
operation is sold or otherwise disposed of.

Contracts held for the purposes of receiving or making payment of non-financial elements in accordance
with expected purchases, sales or use of goods (“own-use contracts”) of the Group are not recognized as
derivative instruments, but as executory contracts. In the event that such contracts include embedded
derivatives, they are recognized separately from the host contract, if the economic characteristics of the
embedded derivative are not closely related to the economic characteristics of the host contract. The options
contracted for the purchase or sale of non-financial elements which may be cancelled through cash outflows
are not considered to be own-use contracts.

Changes in fair value of derivative instruments which do not qualify for hedge accounting are recognized
immediately in the consolidated income statement. Trading derivatives are classified as current assets or
liabilities.
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In addition, during 2013, 2010 and 2009 the Group issued convertible bonds to qualified investors and
institutions with an outstanding amount of € 750.1 million, maturing between one (1) and six (6) years. In
accordance with the terms and conditions of the issuances, the bonds qualify as hybrid instruments which are
bifurcated into a debt component and an embedded derivative. Embedded derivatives are recognized initially
at fair value and at each closing date they are re-measured at fair value, with the change in fair value being
recorded in the consolidated income statement (see Note 20.3 to our Consolidated Financial Statements).

The inputs used to calculate fair value of our derivatives are based on prices observable on not quoted
markets, through the application of valuation models (Level 2). The valuation techniques used to calculate fair
value of our derivatives include discounting estimated future cash flows, using assumptions based on market
conditions at the date of valuation or using market prices of similar comparable instruments, amongst others.
The valuation of derivatives and the identification and valuation of embedded derivatives and own-use
contracts requires the use of considerable professional judgment. These determinations were based on
available market information and appropriate valuation methodologies. The use of different market
assumptions and/or estimation methodologies may have a material effect on the estimated fair value
amounts.

Concession agreements

Service concession agreements are recorded in accordance with the provisions of IFRIC 12. IFRIC 12 is
applicable to public-to-private service concession arrangements where the grantor of the concession governs
what services the operator must provide using the infrastructure, to whom and at what price and also
controls any significant residual interest in the infrastructure at the end of the term of the arrangement. When
the operator of the infrastructure is also responsible for the engineering, procurement and construction of
such asset, IFRIC 12 requires the separate accounting for the revenue and margins associated with the
construction activities, which is not eliminated in consolidation even between companies within the same
consolidated group, and for the subsequent operation and maintenance of the infrastructure. In such cases,
the investment in the infrastructure used in the concession arrangement cannot be classified as property,
plant and equipment of the operator, but rather must be classified as a financial asset or an intangible asset,
depending on the nature of the payment rights established under the contract. The infrastructures accounted
for by us as service concessions under IFRIC 12 are mainly related to the activities concerning power
transmission lines, desalination plants and thermo-solar electricity generation plants outside of Spain and,
with effect from January 1, 2011, in Spain.

Any analysis regarding whether the IFRIC 12 applies to certain contracts and activities involves various
complex factors. It is significantly affected by legal interpretation of certain contractual agreements or other
terms and conditions with public sector entities.

Therefore, the application of IFRIC 12 requires extensive judgment in relation with, amongst other
factors: (i) the identification of certain infrastructures (and not contractual agreements) in the scope of
IFRIC 12; (ii) the understanding of the nature of the payments in order to determine the classification of the
infrastructure as a financial asset or as an intangible asset; and (iii) the recognition of the revenue from
construction and concessionary activity.

Changes in one or more of the factors described above may significantly affect the conclusions as to the
appropriateness of the application of IFRIC 12 and, therefore, the results of operations or our financial
position (see Note 10.1 to our Consolidated Financial Statements).

Explanation of Income Statement Items
Revenue

Revenue consists of the fair value of consideration received for the sale of goods or services excluding
any related charges resulting from operations, before any discounts or returns and excluding intra-group
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transactions. Revenue from the sale of goods is recognized when we deliver the goods to the client, the client
accepts them and it is reasonably certain that the related receivables will be collectible. Revenue from the sale
of services is recognized in the period in which the service is provided, using the percentage of completion
method based on the specific contractual terms and conditions of each service agreement, when the revenue
of the service contract and the associated costs, as well as the percentage of completion, can be estimated
reliably and when it is reasonably certain that the related receivables will be collectible. When one or more of
such elements of the service contract cannot be estimated reliably, ordinary income from the sale of service is
recognized only to the extent of the expenses recognized that are recoverable. In addition, revenue is
generated by the construction and operation of our concession projects is recognized in accordance with
IFRIC 12 as described under “—Critical Accounting Policies and Estimates—Concession Agreements.”
Revenue in each of our business activities is generated as follows:

Engineering and Construction. Revenue is generated primarily from infrastructure construction
contracts, engineering services and maintenance services of electrical, mechanical and industrial
infrastructures.

Concession-Type Infrastructures. Revenue is generated primarily from the management and operation
of our infrastructure related to power transmission lines, thermo-solar plants, water treatment plants, and
co-generation plants which are all regulated through long-term sale agreements.

Industrial Production. Revenue is generated primarily from the production and sale of biofuel products
including ethanol, sugar, biodiesel, distillers, grains and solubles, and electricity from co-generation plants.

Changes in inventories of finished goods and work in progress

Changes in inventories include the result of changes in inventories of finished products and work in
progress during the year.
Other operating income

Other operating income includes income from government grants, income from work performed on our
own assets, and capitalized and all other income not captured within any other income line item, including
income for various services, as well as profit from the sale of subsidiaries. In addition, from time to time, other
operating income may include income from litigation and arbitration awards.

Raw materials and consumables used

Raw materials consumed include the purchase and consumption of raw materials and changes in
inventories of raw materials and other inventories. Primary raw materials include energy in all businesses,
wheat, barley, corn, sorghum and sugarcane in our Biofuels segment and steel and iron in our Engineering
and Construction activity.

Employee benefit expenses

Employee benefit expenses include wages and salaries, social security costs and costs associated with our
employee stock option plans, along with other employee retributions.
Depreciation, amortization and impairment charges

This line item includes the depreciation of tangible assets, amortization of intangible assets with a finite
useful life, charges for the impairment of assets related to the value of goodwill, tangible and intangible
assets and accounts receivable, which have been reduced at period end in the event that their book value is
lower than their recoverable amount.
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Other operating expenses

Other operating expenses include external services, including expenses for leases, repairs and
maintenance, research and development costs, expenses for independent professional services, such as
accounting, banking, consultancy, legal and other advisory fees and commissions, expenses for
transportation and supplies, taxes for external services and other management and general expenses.
Operating profit

Operating profit consists of revenue, changes in inventories, other operating income, raw materials
consumed, employee benefit expenses, depreciation, amortization and impairment charges, research and
development costs and other operating expenses.

Finance income

Finance income includes income earned from cash deposited with financial institutions and changes in
the fair value of some interest rate derivative financial instruments.
Finance expenses

Finance expenses includes expenses due to interest and similar expenses, including interest on our
outstanding corporate and non-recourse indebtedness and changes in the fair value of some interest rate
derivative financial instruments.

Net exchange differences

Net exchange differences include gains and losses originating from exchange differences related to
assets and liabilities denominated in foreign currencies and changes in the fair value of exchange rate
derivatives.

Other net finance income/expenses

Other net finance income/expenses includes changes in the fair value of the embedded derivative
component of our existing convertible bonds, dividend income from equity instruments, impairment of
financial investments, disposals and changes in the fair value of financial investments and changes in the fair
value of some commodity derivatives.

Finance expense net

Finance expense net represents the total of financial income, financial expenses, net exchange
differences and other financial income/expenses.
Share of (loss)/profit of associates

Share of (loss)/profit of associates includes the results of companies accounted for using the equity
method over which we exercise a significant influence but which are neither subsidiaries nor jointly controlled
entities.

Profit before income tax

Profit before income tax represents our profit before the payment of corporate income tax.

Income tax benefit/expense

Income tax benefit/expense includes all current and deferred taxes, as calculated in accordance with the
relevant tax laws in force in the jurisdictions in which we operate.
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Profit for the year from continuing operations

Profit for the year from continuing operations represents the profit before income taxes after the
deduction of corporate income tax, generated by the continuing operations of the Group.
Profit/(loss) from discontinued operations, net of tax

Profit/(loss) from discontinued operations, net of tax represents the profit before income taxes after the
deduction of corporate income tax generated by the discontinued operations of the Group plus any gain or
loss, net of tax, from the disposal of discontinued operations of the Group.
Profit for the year

Profit for the year represents the total of profit for the year from continuing operations plus profit/(loss)
from discontinued operations, net of tax.
Profit attributable to non-controlling interest

Profit attributable to non-controlling interest represents profit for the year from continuing operations
that is allocated to non-controlling interests in accordance with their percentage of the ownership of the
affected subsidiaries.

Profit for the year attributable to the Parent Company

Profit for the year attributable to the Parent Company represents profit for the year after the deduction
of corporate income tax and profit attributable to non-controlling interests.
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Results of Operations

The tables below illustrate our results of operations for the years ended December 31, 2013, 2012 and

2011.

Year ended December 31,
2013 2012M 2011M@
(€ in millions)

Consolidated Income Statement Data

Revenue . . . . . . . 7,356.5 6,312.0 6,689.2
Changes in inventories of finished goods and work in progress . . . . 7.7 19.7 64.1
Other operating income . . . ... ... . . ... . . ... .. 447.0 485.2 598.5
Raw materials and consumables used . . . . ... ... ... ... ... ... (4,458.1) (4,241.2) (4,656.1)
Employee benefit expense . . . ... ... ... (758.4) (709.6) (610.4)
Depreciation, amortization and impairment charges . ... ..... ... (571.2) (422.0) (230.6)
Other operating expenses . . . .. ... ... (1,229.5) (917.5) (922.2)
Operating profit . . . ... ... .. ... .. .. ... ... 794.0 526.6 932.5
Finance income . . . . . . .. 64.6 84.1 105.4
Finance expense . . ... ... ... ... (661.7) (544.9) (573.8)
Net exchange differences . ... .. ... ... .. .. .. .. ... .. .... 4.2) (35.8) (28.2)
Other financial income/(expense) net ... ................... (120.5) (158.0) (170.3)
Finance expense, net . .. ....... .. .. .. ... ... .. ... ..... (721.8) (654.6) (666.9)
Share of profit/(loss) of associates . ... .................... (5.2) 17.6 4.0
Profit/(loss) before income tax . ... ...... ... ... . ... ... .. .. 67.0 (110.4) 269.6
Income tax benefit/(expense) . . .. .. ... ... .. ... .. 43.9 171.9 (3.2)
Profit for the year from continued operations. . . . ... ... .. ... 110.9 61.5 266.4
Profit/(loss) for the year from discontinued operations,
netoftax .. ... ... ... . ... (0.6) 32.5 129.1
Profit for theyear .. ... ... .. ... . . ... .. ... ... ... .. .. .. 110.3 94.0 395.5
(1) Inthe interim consolidated financial statements of Abengoa and its subsidiaries as of June 30, 2013, prepared in accordance with

IFRS as issued by the IASB and included in our final prospectus for our initial public offering in the United States filed with the SEC
pursuant to Rule 424(b) of the Securities Act of 1933 on October 17, 2013, the Group applied IFRS 10 and 11 that came into effect
on January 1, 2013 under IFRS-IASB. According to the terms and requirements established in IAS 8 “Accounting Policies, Changes
in Accounting Estimates and Errors” and to the specific transition guidance of the new standards, we recasted the financial
information as of and for the year ended December 31, 2012 in the final prospectus and the recasted financial information is
included herein. Financial information for prior periods was not recasted therein or herein for IFRS 10 and 11 and consequently is
not comparable with other periods presented. See “Presentation of Financial Information” and Note 2.1.1 to our Consolidated
Financial Statements.

OnJuly 15, 2013, we closed the sale of 100% of our shares in our subsidiary Befesa. On that date, we received €331 million of cash
proceeds. Taking into account the significance of the activities carried out by Befesa to Abengoa, the sale of this shareholding is
considered as a discontinued operation to in accordance with IFRS 5 “Non-Current Assets Held for Sale and Discontinued
Operations.” In accordance with this standard, the results of Befesa until the closing of the sale and the result of this sale are
included under a single heading (profit for the year from discontinued operations, net of tax) in our Consolidated Financial
Statements and under separate line items in the consolidated cash-flow statement for the year 2013. Likewise, the consolidated
income statement for the years ended December 31, 2012, 2011, 2010 and 2009 also includes the results of Befesa under a single
heading (see “Presentation of Financial Information” and Note 7 to our Consolidated Financial Statements). The Befesa Sale also
resulted in the removal of the Industrial Recycling segment from our Industrial Production activity.
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Geographic Reporting
We report our results in accordance with the following six geographic regions:

e Spain;

United States;

Europe (excluding Spain);

Latin America (excluding Brazil)

Brazil; and

Other (remaining overseas markets).

Comparison of Years Ended December 31, 2013 and December 31, 2012
Revenue

Revenue increased by 16.5%, to €7,356.5 million for the year ended December 31, 2013, from
€6,312.0 million for the year ended December 31, 2012. On a constant currency basis, revenue for the year
ended December 31, 2013 would have been €7,636.0 million, representing an increase of €1,324.0 million,
or 21.0%, compared to the previous year. The increase in consolidated revenues was due to the increased
revenue contribution from most of our operating segments for the year 2013 versus the previous year, and
was mostly attributable to the Engineering and Construction business.

Within Engineering and Construction, revenues increased by €1,027.8 million due to the ongoing
construction of the two thermo solar plants in South Africa (a 100 MW CSP plant and a 50 MW Solar tower
technology CSP plant, causing a €434.5 million increase year-over-year), of the 200 MW PV plant in Imperial
Valley, California (€236 million increase year-over-year), of the Mojave thermosolar plant in the United States
(the 280 MW solar plant in California, causing a €126.7 million increase year-over-year), of the cogeneration
plants in Mexico (€106.6 million increase year-over-year), of the 450 MW combined cycle plant in Poland
(€100.0 increase year-over-year) and of the wind farms in Uruguay (€78.2 million increase year-over-year).
These effects were partially offset by a lower contribution of the Solana 280 MW solar plant in Arizona
(€415 million decrease year-over-year) and a lower activity of construction of transmission lines in Brazil, given
that 2012 was a year of very high execution, with large projects such as Norte Brazil and Manaus
(€79.7 million decrease year-over-year). The Technology and Other activity included in our Engineering and
Construction activity also performed well with revenues increasing by €32.9 million year-over-year in 2013.
This increase was due primarily to the increase in sales of solar components such as technology and mirrors
used in the construction of solar plants in the United States, Spain and South Africa (mainly on plants
constructed by us), and the water technology components used in the construction of the desalination plants
in Tenes (Algeria) and Ghana.

Our Concession-Type Infrastructures activity has also continued its growth path showing a 32.0%
increase in the year 2013 with respect to the prior year, which was due to a solid performance in our four
segments. In 2013, we brought into operation six assets which have contributed to the expansion of this
segment. Revenues from our Solar segment increased 14.0% due to the solar plants that entered into
operation in 2013 (Solaben 1 and Solaben 6 in Spain, and Solana in the United States) and to the larger
contribution of solar plants that entered into operation in 2012 (Helios 1, Helios 2, Solaben 2 and Solaben 3).
This increase was partially offset by adverse government energy reforms in Spain, as well as poor weather
conditions registered during the first quarter of 2013. Revenues in our Transmission segment also increased
by 77.1% up to €66.6 million for the year 2013 from €37.6 million for the previous year. This increase is
mainly attributable to the entry into operation of the power transmission line in Manaus which covers
586 km. Our water segment activity also increased by 94.2%, achieving growth of €19.5 million
year-over-year, mostly due to the entry into operation in the first quarter of 2013 of the desalination plant in
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Qingdao (China). Finally, revenues in our Co-generation segment increased by €37.9 million, up to
€91.1 million in the year 2013, compared to the previous year. This increase was mainly due to the entry in
operation in the first quarter of 2013 of the co-generation plant in Tabasco (Mexico).

Revenue from our Industrial Production activity decreased during the year 2013 when compared to the
previous year by 5.1%. Revenues decreased mainly due to the decrease in volumes sold in Europe and the
decrease in ethanol prices in Europe, partially offset by the increase in ethanol prices in the United States.
In Brazil, revenues have remained stable year-over-year.

Revenue by geographic regions

The following table sets forth our revenue for the years ended December 31, 2013 and 2012 by
geographic region.

Year ended December 31
2013 2012

% of % of
revenues revenues

(€ in millions except percentages)

Consolidated Revenue by Geography

SPAIN . . 1,163.2 15.8% 938.3 14.9%
United States. . . .. ... ... ... ... 2,045.3 27.8% 2,078.5 32.9%
Europe (excluding Spain) . . .. ... ... ... 863.3 11.7%  877.8 13.9%
Brazil . . ... 726.0 9.9% 986.6 15.6%
Latin America (excluding Brazil) .. ......... .. ....... 1,392.2 18.9% 1,026.2 16.3%
Other countries . . . ... ... . . ... 1,166.5 15.9% 404.6 6.4%
Total . . ... ... .. 7,356.5 100% 6,312.0 100%

Revenue from our international operations (all activities outside of Spain) increased by 15.3% to
€6.193.3 million for the year ended December 31, 2013 compared to the previous year. Our international
operations accounted for 84.2% of revenue with the Americas (Latin America and the United States)
representing 56.6% of total revenue and the United States representing the largest geographic region with
27.8% of revenue.

Spain. Revenue increased by 24.0% to €1,163.2 million for the year ended December 31, 2013, from
€938.3 million for the year ended December 31, 2012. The increase in revenues was primarily attributable to
the solar plants that entered into operation in 2013 (Solaben 1 and Solaben 6), to the larger contribution of
solar plants that entered into operation in 2012 (Helios 1, Helios 2, Solaben 2 and Solaben 3) and to the
increase in ethanol volumes sold in the Biofuels segment. This increase was partially offset by adverse
government energy reforms in Spain, as well as poor weather conditions registered during the first quarter of
2013.

United States. Revenue decreased by 1.6% to €2,045.3 million for the year ended December 31,
2013 from €2,078.5 for the year ended December 31, 2012. The decrease in revenue was primarily
attributable to the lower contribution of the construction of the Solana solar plant in Arizona which entered
into operation in the last quarter of 2013. This effect was partially offset by the construction of the 200MW
PV plant in the Imperial Valley of California, which resulted in an increase of €236 million year-over-year, the
construction of the Mojave solar power plant, which resulted in a €126.7 million increase year-over-year and
the increase in sales of solar components, such as technology and mirrors used in the construction of the
mentioned U.S. solar plants. Revenues also increased in our biofuels segment in the United States
year-over-year.
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Europe (excluding Spain). Revenue decreased by 1.7% to €863.3 million for the year ended
December 31, 2013, from €877.8 million for the year ended December 31, 2012. The decrease was primarily
attributable to the decrease in revenues in our Biofuels segment due to lower volumes sold and to the
decrease in ethanol prices. This effect was partially offset by the construction of the 450 MW combined cycle
plant in Poland.

Latin America (excluding Brazil). Revenue increased by 35.7% to €1,392.2 million for the year
ended December 31, 2013, from €1,026.2 million for the year ended December 31, 2012. The increase in
revenue was primarily attributable to revenue from the construction of the cogeneration plants in Mexico, of
the wind farms in Uruguay and of the transmission lines in Chile and to the entry into operation in the first
quarter of 2013 of a co-generation plant in Tabasco (Mexico) of 300 MW.

Brazil. Revenue decreased by 26.4% to €726.0 million for the year ended December 31, 2013, from
€986.6 million for the year ended December 31, 2012. The decrease in revenue was due to a lower activity of
construction of transmission lines in Brazil, given that 2012 was a year of very high execution, with large
projects such as Norte Brazil and Manaus finalized in 2013. This decrease has been partially offset by the
increase in revenues caused by the entry in operation of the Manaus transmission line. In addition, we have
signed several new transmission line projects in the region that are expected to contribute to future years’
revenues.

Other (remaining overseas markets). Revenue increased by 188.3% to €1,166.5 million for the
year ended December 31, 2013, from €404.6 million for the year ended December 31, 2012. The increase in
revenue was primarily attributable to the construction of the two thermosolar plants in South Africa, a
100 MW CSP plant and a 50 MW Solar tower technology CSP plant, causing a €434.5 million increase
year-over-year, and to the entry into operation in the first quarter of 2013 of the desalination plant in
Qingdao (China) of 100,000 m3/day.

Other operating income

For the
Years ended
December 31.

2013 2012
(€ in millions)

Other operating income

Work performed by the entity and capitalized and other . ... ... ... .. .. ... ... 3223 2826
Business combination of Rioglass Group. . . . ... ... ... ... ... — 852
Grants . . . 25.4 13.8
Income from various ServiCes . . .. .. .. ... . i 99.3 103.6
Total . .. . 447.0 485.2

Other operating income decreased by 7.9% to €447.0 million for the year ended December 31, 2013,
from €485.2 million for the year ended December 31, 2012. The heading "Work performed by the entity and
capitalized and other’ in 2013 includes income of €141.8 million corresponding to a favorable award in
arbitrations against Adriano Gianetti Dedini Ometto and Adriano Ometto Agricola, Ltda. See Item 8.A. “Legal
Proceedings.” In the year 2012, this heading also included income of €26 million recorded by Abengoa
Bioenergy U.S. Holding in the last quarter of 2012, corresponding to a collection from Chicago Title Insurance
Company after a favorable jury verdict in litigation against that company. The deacrease in 2013 in Other
operating income when compared to 2012 was mainly due to a lower amount capitalized in the construction
of our own assets and to the fact that in 2012 we recorded a €85 million gain arising from the business
combination of Rioglass Group. Additionally, Income from various services for the year 2013 primarily
includes the gain obtained in the sale of our Brazilian subsidiary Bargoa, S.A. amounting to €33.2 million.
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Raw materials consumed

Raw materials consumed increased by 5.1% to €4,458.1 million for the year ended December 31, 2013,
from €4,241.2 million for the year ended December 31, 2012, due to the increase in revenue in our activities.
Raw materials consumed decreased as a percentage of revenue from 67.2% for the year ended
December 31, 2012 to 60.6% for the year ended December 31. 2013. This decrease was mainly due to a
lower contribution to the revenue mix from the construction, an activity which is intensive in raw materials,
and to a higher contribution to the revenue mix from our Concession-Type Infrastructures activity.

Employee benefits expenses

Employee benefit expenses increased by 6.9% to €758.4 million for the year ended December 31, 2013,
from €709.6 million for the year ended December 31. 2012. This was due to an increase in employee
headcount in the period (excluding the effect of the sale of Befesa), mainly due to a net increase in our
construction operations. In addition, the commencement of operations of the new solar plants in Spain that
came into operation during 2013 have also increased our employee benefits expenses in our Solar segment.

Employee benefit expenses have decreased as a percentage of revenue, standing at 10.3% for the year
ended December 31, 2013, compared to 11.2% in 2012.

Depreciation, amortization and impairment charges

Depreciation. amortization and impairment charges increased by 35.4% to €571.2 million for the year
ended December 31, 2013, from €422.0 million for the year ended December 31, 2012. Depreciation and
amortization charges also increased as a percentage of revenue from 6.7% in 2012 to 7.8% in 2013. The
increase is mainly due to an increase in the depreciation and amortization in our Solar segment, as a result of
the beginning of the amortization of the solar plants that entered into operation in the second half of 2013
(Solaben 1, Solaben 6 and Solana) and to the larger contribution of solar plants that entered into operation in
the first half of 2012 (Helios 1 and Solaben 3) and in the second half of 2012 (Solaben 2 and Helios 2).
Depreciation and amortization also increased in Transmission lines mainly due to the Manaus transmission
line in Brazil, which entered into operations in the first quarter of 2013. Additionally, in 2013, we recorded
receivables impairments of €31.9 million that mostly correspond to public clients in Spain and abroad, against
whom the corresponding claims have been made for the amounts owing from various construction projects,
supported by the company’s formal procedures where possible. Given the uncertainty in relation to the future
recoverability of these receivables, due to various factors but most of which are beyond the company’s
control, we have decided to make the corresponding provision.
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Other operating expenses

The following table below sets forth our other operating expenses for the years ended December 31,
2013 and 2012.

For the Years ended December 31
2013 2012

% of % of
revenue revenue

(€ in millions except percentages)
Other operating expenses

Research and development costs. .. .................. 6.5 0.1% 6.4 0.1%
Lleasesand fees . . ... ... .. ... 112.2 1.5% 100.1 1.6%
Repairs and maintenance . . . ... ... .. ... .. ... ... 69.7 09% 66.7 1.1%
Independent professional services . .. ........ .. ....... 488.7 6.6% 284.3 4.5%
Transportation .. ... .. .. ... 75.7 1.0% 776 1.2%
Supplies .. 126.2 1.7% 102.1 1.6%
Other external services . . ... ... ... ... ... . . ..... 162.1 2.2% 140.1 2.2%
TAXES o 76.0 1.0% 53.8 0.9%
Other management expenses . . .. ................... 112.4 1.5% 86.4 1.4%
Total . ... ... . . . 1,229.5 16.7% 917.5 14.5%

Other operating expenses increased by 34.0% to €1,229.5 million for the year ended December 31,
2013, from €917.5 million for the year ended December 31, 2012, which is primarily due to an increase in
independent professional services because of increases in operations across all of our activities, especially in
the construction activity in the United States.

Operating profit

Operating profit increased by 50.8% to €794.0 million for the year ended December 31, 2013, from
€526.6 million for the year ended December 31, 2012. Operating profit has increased as a percentage of
revenues, from 8.3% during fiscal year 2012 to 10.8% during fiscal year 2013. The increase in operating
profit for the year 2013, compared to 2012, was mainly due to a 17% increase in revenue and to a smaller
increase in our operating expenses.

Finance income

The following table below sets forth our finance income for the years ended December 31, 2013 and
2012.

For the
Years ended
December 31.

2013 2012
(€ in millions)
Finance income

Income from loans and debts . ... ... .. 353 739
Gains from interest-rate derivatives: cash flow hedges . . .. ......... ... ... .. .... 28.8 10.2
Gains from interest-rate derivatives: non-hedging . . ... ... . ... ... .. ... . ... 0.5 0.0
Total . . . . 64.6 84.1

Finance income decreased by 23.2% for the year ended December 31, 2013, from €84.1 million for the
year ended December 31, 2012 to €64.6 million for the year ended December 31, 2013. The decrease was

139



primarily due to lower income from loans and debts from our short-term deposits in Brazil, and was partially
offset by higher gains on cash-flow hedge interest-rate derivatives, mainly due to the increase in the time
value of our interest rate options resulting from an increase in the expected future interest rates.

Finance expenses

The following table below sets forth our finance expenses for the years ended December 31, 2013 and
2012.

For the
Years ended
December 31.

2013 2012
(€ in millions)

Finance expenses
Expenses due to interest:

—Loans from credit entities. . . . . ... 2772 217.3
—Other debts . . . .. 279.5 2194
Losses from interest-rate derivatives: cash flow hedges . .. ... ... ... ... ... .. .... 105.0 103.9
Losses from interest-rate derivatives: non-hedging . ... ... ... .. .. ... ... ... 0.0 4.3
Total . .. 661.7 544.9

Finance expenses increased by 21.4% to €661.7 million for the year ended December 31, 2013, from
€544.9 million for the year ended December 31, 2012.

Finance expenses increased in the year 2013 when compared to the year 2012 as the result of an
increase in interest expenses from loans with credit entities, mainly due to the lower capitalization of interest
expenses, as several projects came into operation during 2013 (interest expense is capitalized when a project
is under construction). Additionally, interest from other debts increased due to the convertible bonds and
ordinary bonds issued during the year 2013.

Losses from cash flow hedge interest-rate derivatives for the year ended December 31, 2013 and 2012
are mainly due to to interest rate swaps where the fixed rate payable is currently higher than the variable
interest rate receivable referenced to Euribor. These swaps have an impact in our income statement when
interest accrued in the hedged loan is recorded in the consolidated income statement.

Net exchange differences

The following table below sets forth our exchange differences for the years ended December 31, 2013
and 2012.

For the
Years ended
December 31.

2013 2012
(€ in millions)

Net exchange differences

Gains and losses from foreign exchange transactions . .. ..................... (0.3) 7.1

Gains and losses from foreign exchange contracts: cash flow hedges . ... ....... .. (4.2) (22.9)

Gains and losses from foreign exchange contracts: non-hedging ... ............. 03 (20.0)
Total . . . E) (35.8)

Negative net exchange differences decreased to a net foreign exchange loss of €4.2 million for the year
ended December 31, 2013, from a net foreign exchange loss of €35.8 million for the year ended
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December 31, 2012. In general, we use exchange rate derivatives to hedge our foreign exchange operations.
As a result, most of our exchange rate differences are offset by the effect of our cash-flow hedge derivatives.

Net exchange differences that subsist for the year ended December 31, 2012 are primarily due to a loss
from exchange rate derivatives recorded as a result of discontinuing a hedge relationship when the hedged
transaction is no longer expected to occur and to inefficiencies in different hedges generating exchange rate
differences that have not been perfectly offset with the differences generated by the hedged item.

Other net finance income/expenses

For the
Years ended
December 31.

2013 2012
(€ in millions)

Other finance income

Profits from the sale of financial assets . . ... ... ... .. .. .. .. . . . ... . .. ... 0.0 1.0
Income on financial assets . . . ... . ... 0.6 0.3
Other finance income . . . . . . . . 18.9 16.9
Changes in the fair value of the derivatives embedded in the convertible bonds and
OptioNs OVEer Shares . . . . ... . 75.6 9.2
Commodity derivatives gains: Cash flow hedge. . .. ....... .. ... ... ........ 0.2 —
Total . . . . 95.4 27.4
Other finance expenses
Losses from sale of financial assets . . .. ... ... .. . .. ... ... (0.3) —
Other finance 10SSeS . . . . . . . (112.4) (76.5)
Losses from partial repayment of the convertible notes due 2014 . ... ......... (12.0) —
Outsourcing of payables . . ... .. ... . . .. ... . (81.4) (88.5)
Loss from commodities forward contracts: non hedging. . . ................. (9.8) (20.4)
Total . . . .. (215.9) (185.4)
Other net finance income/expenses . . . . .. ... .. ... .. ... ........ (120.5) (158.0)

Other net finance expense decreased to €120.5 million for the year ended December 31, 2013, from
€158.0 million for the year ended December 31, 2012.

In the year ended December 31, 2013, Total other finance income increased to €95.4 million from
€27 .4 million mainly due to the change in fair value of embedded derivatives of our convertible bonds, net of
change in fair value of the call options over our own shares, which hedge the embedded derivatives partially,
amounting to a net gain of €75.6 million versus a net gain of €9.2 millon in 2012.

Other finance expense increased to €215.9 million for the year ended December 31, 2013 from
€185.4 million for the year ended December 31, 2012. This increase was mainly due to the increase in other
financial losses due to a higher volume of uncollectible financial accounts with partners in projects in Latin
America, according to the current situation of negotiations, and the impairment of financial investments
associated with thermosolar projects in the United States due to permitting delays. In addition, other financial
expenses also increased due to losses from partial repayment of the convertible notes due in 2014. These
expenses were partially offset by lower costs of outsourcing supplier payments and lower commodity
derivatives losses corresponding to the interruption of the hedging relationship, when the transaction
hedged is no longer expected to occur. Additionally, Other finance losses include finance expenses mainly
related to financial guarantees and letters of credit, wire transfers and other bank fees, losses on available for
sale financial assets, and other minor finance expenses.
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Finance expense net

Finance expense net decreased by 10.3% to a loss of €721.8 million for the year ended December 31,
2013, from a loss of €654.6 million for the year ended December 31, 2012. The decrease in finance expense
net was attributable to the aforementioned change in Finance income, Finance expense, Net exchange
differences and Other net finance income/expenses.

Profit before income tax

Profit before income tax increased to a gain of €67.0 million for the year ended December 31, 2013,
compared to a loss of €110.4 million for the year ended December 31, 2012. This decrease was attributable
to the aforementioned results of the period.

Income tax benefit/expense

We had an income tax benefit of €43.9 million for the year ended December 31, 2013, compared to an
income tax benefit of €171.9 million for the year ended December 31, 2012, although we actually paid
income tax for an amount of €12.1 million in 2013 and €35.7 million in 2012. The subsidiaries within the
consolidated group that generate profits usually generate income tax expenses and pay taxes whereas
companies with negative taxable income recognize income tax benefit but they do not obtain a tax refund;
instead, they generate tax loss carryforwards that can be offset in future periods. Different types of tax credits
generate an income in the income tax expense calculation but they do not reduce the amount of income tax
paid in the current period. Rather, they reduce the amount payable in the future.

For the year ended December 31, 2013, Income tax benefit corresponded primarily to the recognition of
certain Spanish export tax incentives generated in the period related to the export of goods and services from
Spain (€80.3 million) and tax benefits that the Company generated in the period from the application of a tax
incentive for the transfer of the use of intangible assets, as specified in Article 23 of the Revised Text of the
Spanish Corporate Income Tax Act (€16.0 million). This benefit results in a direct deduction from taxable
income of 50% of the revenue generated from granting the use of the related intangible assets (i.e. licensing
revenue, etc.). In addition, there were differences in foreign tax rates related to companies based in
jurisdictions with statutory tax rates different from Spanish statutory tax rate (€9.0 million of positive impact).
Finally, we have recorded other non taxable income and expense which include, among other things, tax
credits which it has not capitalized and permanent differences arising in other jurisdictions (€23.0 million of
negative impact).

Profit from discontinued operations net of tax

For the year ended December 31, 2013 and according to IFRS 5, Non-Current Assets Held for Sale and
Discontinued Operations, we include the results from Befesa, amounting to a €0.6 million loss net of tax as
discontinued operations. In the same period of the previous year, and according to IFRS 5, Non-Current Assets
Held for Sale and Discontinued Operations, we include the results from Befesa, amounting to a €32.5 million
profit net of tax as discontinued operations.

Profit attributable to non-controlling interests

Profit attributable to non-controlling interests decreased to €8.9 million for the year ended
December 31, 2013, from €38.7 million for the year ended December 31, 2012. The decrease is mainly due
to the lower results from Rioglass Group and our construction activities in Brazil.
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Profit attributable to the parent company

Profit attributable to the parent company increased by 83.2% to €101.4 million for the year ended
December 31, 2013, compared to €55.4 million for the year ended December 31, 2012. This increase was
attributable to the results explained above.

Total comprehensive income

Total comprehensive income increased to €(253.3) million for the year ended December 31, 2013,
compared to €(263.3) million for the year ended December 31, 2012 due to the increase of profit attributable
to the parent company explained above, partially offset by the decrease in Other comprehensive income.

Other comprehensive income decreased by 1.8% to €(363.7) million for the year ended December 31,
2013, compared 