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Combined Annual Financial and Sustainability Report

This combined Group Report 2017 contains HOCHTIEF’s
financial and sustainability reporting for 2017. By com-
bining our Annual Financial and Sustainability Report,
we aim to give our stakeholders a comprehensive over-
view of the Group as a whole. In providing this trans-
parent, 360-degree reporting, we bring out the close
relationship between economic, environmental, and
community aspects, together with their influence on
the success of our business.

Information on this Report

Covering the period January 1 to December 31, 2017,
the Group Report follows on from the report published
in February 2017. Where data relates to a different re-
porting period, this is explicitly indicated. The informa-
tion in the Group Report 2017 includes the Australian
company UGL, which was acquired in its entirety at the
end of 2016. Any limits of coverage are indicated in all
instances.

The next Group Report will appear in February 2019.

In the information on sustainability issues, we address
relevant focus areas that are the outcome of a materiality
analysis across all stakeholders. For further information,
please see inside this Report and www.hochtief.com/
gr2017.

Cover:
The Queensferry Crossing bridge is an engineering masterpiece and an important

addition to Edinburgh’s infrastructure. Officially opened in September 2017, the world’s
longest cable-stayed bridge—spanning 2,600 meters—has significantly eased traffic

north of the Scottish capital.

Visual concept:

The Group Management Report is prepared in accord-
ance with the German Commercial Code (HGB) and
the Notes to the Consolidated Financial Statements in
accordance with International Financial Reporting Stand-
ards (IFRS) as well as with requirements that for the
first time include the German CSR Directive Implemen-
tation Act. With regard to sustainability aspects and
reporting quality, the Group Report follows the Global
Reporting Initiative (GRI)". This Group Report also serves
as our report on progress in implementing the UN Global
Compact principles. HOCHTIEF’'s Group Report 2017
is published as the required annual Communication on
Progress (COP) on the Global Compact website. @

The United Nations Sustainable Development Goals
(SDGs) have been evaluated in light of HOCHTIEF’s
business model and sustainability focus areas, and
selected SDGs assigned to the existing focus areas. H
The SDGs material to HOCHTIEF have been integrated
into the Group Report.

An explanation of the technical terms used can be
found in the glossary at the end of this Group Report.

IZIThis symbol indicates
content supplementary to the
Group Report, available on the
HOCHTIEF website at www.
hochtief.com as well as on the
Internet pages of our Group
companies and subsidiaries.
We additionally indicate the
corresponding links.

In the photo spreads, the Group Report invites you to take a more in-depth look at

current HOCHTIEF projects. Each is devoted to one of our sustainability focus areas
as a way of underlining our projects’ contribution to the world of tomorrow. They also
illustrate how closely our projects are embedded in communities—because building is

@ Wherever you see this
symbol, you will find links to
websites whose URLs are
indicated on the relevant
pages.

people business. To learn more about our projects, please see the Segment Report-

ing section and www.hochtief.com.




Transparency, sustainability, and innovation: Fundamental values at
HOCHTIEF

Our aspiration and our responsibility are reflected in memberships and voluntary
commitments. In 2017, our Company was once again successfully rated in estab-
lished sustainability rankings and included in indexes. Here is a selection:

Commitments Code of Responsible Conduct
Transparency International for Business
Member since 1999 Commitment since 2010

International Labour Organization (ILO)

Agreement since 2000 The
SUSTAINABILITY
Code
Signatory

German Sustainability Code

Compliance declaration since 2013

WE SUPPORT I“&/ Wirtschaft macht
United Nations Global Compact KLIMASCHUTZ

Participant since 2008 Active participation since 2017

Memberships

Stifterverband
Q fur die Deutsche Wissenschaft
@ A U . M . Member since 1951
B.A.U.M. e.V.
Bundesdeutscher Arbeitskreis fur Umwelt-
bewusstes Management e.V. Grundungsmitglied der

Member since 2002 DG N B

Deutsche Gesellschaft fiir Nachhaltiges Bauen
German Sustainable Building Council

v Founding member 2008
: encord
SR wrevesw DAUKULTUR

European Network of Construction Companies FOERERYEREIN BUNDESSTIETUNG
for Research and Development

Founding member 1989 Member since 2016

Sustainability rankings/Indexes

MEMBER OF
Dow Jones
Sustainability Indices
In Collaboration with RobecoSAM « FI 5['14 GC'UC
Dow Jones Sustainability Indices FTSE4Good Index
Listing 2017, third-best result in con- Listing since 2015 in the FTSE4Good Index
struction industry worldwide which comprises companies that excel in
matters of sustainability within their sector
ROBc=COSAM
( Sustainability Award Member 2016/2017
Silver Class 2017 STO),),
LY 4
ROBeCOSAM ESG LEADERS INDICES
( Sustainability Award
Industry Mover 2017 Listed since September 2016

2016

CSR Rating
CDP

SENHG WA TAMARLE ESOMOmET P
ecoYadis

CDP
Climate Change Rating score: B (2017) EcoVadis
Supplier Engagement Rating score: B- (2017) Member with “Silver” status since 2016

You can find further information at
B www.hochtief.com/commitments
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HOCHTIEF Americas Division

The HOCHTIEF Americas division combines our con-
struction activities in the U.S. and Canada. Headquar-

tered in New York, our subsidiary Turner is one of the
leading general builders in the U.S. market. The com-
pany enjoys top positions in several different segments
and is the number one green builder. In addition, Turner
is a forerunner when it comes to Building Information

Modeling and lean construction methods.

Through its subsidiary, Edmonton-based Clark Build-
ers, Turner also operates in the Canadian building
construction market.

HOCHTIEF’s civil engineering operations in the U.S. and
Canada are conducted by Flatiron based in Broomfield,
Colorado. Flatiron is one of the top providers in the
North American transportation infrastructure market.

Through construction contractor E.E. Cruz, we provide
transportation infrastructure services with a focus on
the New York metropolitan area.

For further information on the HOCHTIEF divisions, please go to
u www.hochtief.com.




The Group at a glance in 2017
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HOCHTIEF Asia Pacific Division

With its majority stake in the CIMIC Group, which is
part of the HOCHTIEF Asia Pacific division, HOCHTIEF
has a firm foothold in the Asia Pacific market. CIMIC
is a leading infrastructure, mining, services and public-
private partnerships (PPP) provider: The CIMIC Group’s
operating companies rank among the top players in
their sectors.

CPB Contractors, which includes the employees and
projects of Leighton Asia, is one of the leading con-
struction companies in the Asia-Pacific region. With its
mining services, Thiess is the largest contract miner
in the world. Sedgman specializes in mineral process-
ing. UGL offers end-to-end, outsourced engineering,
asset management, and maintenance services. Pacific
Partnerships develops and invests in PPP projects that
are carried out by the CIMIC Group’s operational units.
EIC Activities is the Group’s engineering and consult-
ing arm. CIMIC also holds stakes in HLG Contracting,
Devine, and the services organization Ventia.
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HOCHTIEF Europe Division

The core business in Europe is organized under the
HOCHTIEF Europe division, with the operating com-
panies conducting their activities under the HOCHTIEF
Solutions AG roof. This structure lets us combine the
advantages of operating more like a small- or medium-
sized enterprise with the know-how and service range
of an internationally experienced construction group.

HOCHTIEF Infrastructure combines infrastructure activ-
ities with HOCHTIEF Building’s construction business.
HOCHTIEF Engineering delivers engineering services,
including services for virtual construction (HOCHTIEF
ViCon). HOCHTIEF PPP Solutions operates in public-
private partnerships (PPP). The focus here is on the
transportation as well as social and urban infrastruc-
ture segments. Group company synexs provides cut-
ting-edge facility management services. HOCHTIEF
Projektentwicklung is also part of this division.

For contracts under PPP models, HOCHTIEF delivers
financing, design, and operation and acts as a partner
in charge of construction.

Technical expertise and skill in executing large-scale
projects rank among the company’s particular strengths
and form the basis for its strong reputation.

T Our company at a glance



HOCHTIEF is building the world of tomorrow.

HOCHTIEF is one of the world’s most relevant building and infrastructure construction
groups. The company’s business activities focus on complex projects in the fields
of transportation, energy, and social and urban infrastructure as well as contract
mining and services. Our success operating in these segments is shaped by our
expertise in developing, financing, building, and operating gained in 144 years of
experience. Thanks to our global network, HOCHTIEF is on the map in the world’s
major markets.

Our expert staff create value for clients, shareholders, and HOCHTIEF alike. We set
ourselves apart from the competition by way of innovative, one-of-a-kind solutions
combined with our end-to-end project and engineering know-how. That way, we
enhance our company’s profitability and ensure sustainable growth.

At all times, we are aware of our responsibility to our clients, business partners,

shareholders, and employees, as well as to our social and natural environment.
With an eye toward our long-term success, we nurture the relationship between
business, the environment, and social responsibility.

Shared values:

HOCHTIEF employees at the
opening of the new office of
HOCHTIEF Nederland near
Amsterdam.

Group Report 2017
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The HOCHTIEF Group: Key Figures'
" All figures are nominal unless

otherwise indicated 2017 2016 Change
(EUR million) yoy
Sales 22,631.0 19,908.3 13.7%
2 Operational earnings are Operational profit before tax/PBT? 865.8 677.5 27.8%
adjusted for deconsolidation Operational PBT margin? (%) 3.8 3.4 0.4
effects and other one-offimpacts Operational net profit? 452.3 361.2 25.2%
2016—EBITDA and EBIT Operational earnings per share (EUR)? 7.04 5.62 25.3%
adjusted
EBITDA 1,294.4 996.5 29.9%
EBITDA margin (%) 5.7 5.0 0.7
EBIT 904.1 715.6 26.3%
Profit before tax/PBT 823.6 620.7 32.7%
Net profit 420.7 320.5 31.3%
Earnings per share (EUR) 6.55 4.98 31.5%
Net cash from operating activities 1,372.1 1,173.4 16.9%
Net operating capital expenditure 251.8 187.3 34.4%
Free cash flow from operations 1,120.3 986.1 13.6%
Net cash (+)/net debt (-) 1,265.8 703.9 79.8%
New orders 30,443.5 24,813.5 22.7%
Order backlog 44,644.2  43,087.6 3.6 %
Employees (end of period) 53,890 51,490 4.7 %

8 Group Report 2017



gemf‘ Slhare holdevs

\

| am very pleased to report to you the solid perform-
ance that HOCHTIEF has achieved in 2017. The Group
has enhanced its balance sheet strength and signifi-
cantly increased cash flow, sales and profits. The year
also saw the successful consolidation of the acquisition
made in late 2016 of services company UGL.

Over the last five years, the balance sheet has been
transformed from a net debt position of EUR 0.9 billion
at the end of 2012 to net cash of aimost EUR 1.3 billion.
The Group generated a consolidated net profit in 2017
of EUR 421 million compared with EUR 155 million in
2012 and this strong increase has been accompanied
by a solid level of cash generation. Free cash flow from
operations of EUR 1.1 billion in 2017 compares with close
to zero in 2012.

Focusing on the current year’s performance, the pro-
posed dividend for 2017 of EUR 3.38 per share
represents an increase of 30% compared with 2016,
reflecting the Group’s strong profit performance and
HOCHTIEF management’s focus on shareholder remu-
neration. Since we reinstated the dividend in May 2013,
the compound annual growth rate has averaged 28%.

HOCHTIEF has delivered strong profit growth in 2017.
Nominal net profit rose by 31% to EUR 421 million
with the Americas, Asia Pacific and Europe divisions all
contributing to this positive profit development. Earnings
per share were 32% higher at EUR 6.55.

Hece+H TITE T,

Operational net profit, which excludes one-off im-
pacts, rose to EUR 452 million, up EUR 90 million or
25% year on year. This result is at the top end of the
guidance range HOCHTIEF communicated a year ago
of EUR 410-450 million.

Sales also developed positively with growth of 14%
to 22.6 billion, exceeding the revenue level of 2013 for
the first time. This top-line expansion was accompanied
by increased margins. As a percentage of sales, the
Group’s operational PBT margin was 3.8% in 2017 up
40 basis points year on year.

Focusing on cash-backed profits is a key priority for the
Group’s teams around the world. Net cash from op-
erating activities increased by EUR 200 million, or
17%, to EUR 1.4 billion, driven by higher sales, in-
creased margins and a further improvement in working
capital management. We achieved an outstanding
EBITDA cash-conversion rate of 106%. All three divi-
sions increased their level of cash flow generation
during the year.

The Group’s enhanced balance sheet position is the
result of the strong cash flow performance. HOCHTIEF
ended 2017 with aimost EUR 1.3 billion of net cash,
over EUR 560 million higher year on year. Moreover, if
we adjust for dividend payments and foreign exchange
impacts, net cash would stand at EUR 1.8 billion. Our
strong balance sheet and positive business outlook
were recognized in May 2017 when rating agency S&P
assigned a BBB investment-grade debt rating for the
Group, subsequently reaffirmed in October 2017.

Our year-end order book of almost EUR 45 billion
is at its highest level since 2012 and has increased by
12% year on year on an exchange rate adjusted basis.
Over half of our order book is for projects located in the
Asia Pacific region with a further 40% in Americas and
just under 10% in Europe. At over EUR 30 billion, new
orders were EUR 5.6 billion higher year on year, an
increase of 23%. Notwithstanding this strong order book
expansion, our disciplined approach to risk manage-
ment remains firmly in place supported by our in-house
engineering expertise.

Picture:

Marcelino Fernandez Verdes,
Chairman of the Executive
Board
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Our businesses remain flexible, allowing management
to quickly adapt to varying market conditions. Backed
by the Group’s strong balance sheset, this flexibility, com-
bined with the Group’s deep presence in its core re-
gional markets and its engineering expertise, leaves
HOCHTIEF well positioned to take advantage of poten-
tial future opportunities. We maintain our disciplined
approach to capital allocation with our focus on value
creation and sustainable shareholder remuneration.

In total our teams have identified a pipeline worth
around EUR 500 billion of relevant projects coming
to our markets in North America, Asia-Pacific and Eu-
rope in 2018 and beyond.

As a consequence of the positive Group outlook we
expect to achieve an operational net profit in 2018
in the range of EUR 470-520 million. This represents
an increase of 4-15% on 2017, with all our divisions
driving this further improvement in our Group perform-
ance.

Throughout the Group, we act on the basis of a positive
corporate culture and share common objectives. Clear
guiding principles and a shared vision ensure that we
work towards the same long-term global goals.

We have actively pursued the further development of
our Group:

CIMIC has integrated UGL after completing the acquisi-
tion in January 2017. UGL is a leading provider of end-to-
end outsourced engineering, asset management, and
maintenance services in the segments of rail, transpor-
tation, technology, energy, resources, water, renewable
energy, and defense. CIMIC’s improved position in the
service segment was already evident through a series of
new orders awarded to UGL in the reporting year.

Overall, the year was marked by attractive new orders
and the successful completion of projects in all three
HOCHTIEF divisions. These included the opening of
Queensferry Crossing in Scotland, the longest cable-
stayed bridge in the world. HOCHTIEF was the leader
in a consortium that built the 2.7-kilometer bridge over
the Firth of Forth near Edinburgh. Our outstanding con-
struction projects included Wilshire Grand Center in Los
Angeles—at 335 meters, the tallest building on the U.S.
west coast—which was executed by Turner and opened
in 2017.

Such accomplishments are only made possible by our
teams’ professionalism. To ensure this, we bring dedi-

cated, skilled employees together in the right combina-
tion for each project. On behalf of the Executive Board,
| wish to thank each and every employee for their strong
performance.

In order to master the challenges of today and tomorrow,
we consider it important to highlight the long-term oppor-
tunities HOCHTIEF offers specialists, especially young
engineering talent—who are our future managers and
executives. In 2017, we once again hired numerous young
professionals. We are initiating them into the tasks in-
volved in operating project work intensively and devel-
oping their skills in many different ways. HOCHTIEF
offers them and the entire workforce attractive employ-
ment and interesting opportunities for development in a
sustainably operating company. This is why we support
the principles of the United Nations Global Compact on
labor standards, environmental protection, and anti-cor-
ruption.

HOCHTIEF will continuously expand its position as an
innovation leader in the construction industry. We mainly
focus on further developing BIM technology which we
are already using on a large scale today. Our goal is to
interlink virtual planning and optimization of infrastruc-
ture with the opportunities of automation technology,
industry 4.0 and artificial intelligence. This will generate
enormous efficiency increases.



Information for Our Shareholders: Letter from the CEO

We take a 360-degree approach to our projects, which
also means involving our clients, partners, subcontrac-
tors, and suppliers at an early stage. This enables us to
harmonize financial, environmental, and social aspects.
We also support the United Nations’ Sustainable Devel-
opment Goals. In our project work, we enact a wide
variety of measures to make sure the impact of our con-
struction activities on the environment and on commu-
nities is responsible. This includes avoiding or reducing
carbon emissions, about which you will find a wealth of
information and facts in this combined Annual Financial
and Sustainability Report.

Our sustainability achievements were again recognized
by independent third parties in 2017: The Dow Jones
Sustainability Index listed HOCHTIEF for the twelfth time
running, and CIMIC was listed again as well. Likewise,
the CDP climate ranking awarded HOCHTIEF a positive
assessment for its sustainability performance. We aim to
cement our industry-leading position in sustainability
and innovation and expand it in a targeted manner.

We are actively developing our Group as a global infra-

structure provider. We will continue building the world
of tomorrow.

Marcelino Fernandez Verdes

Group Report 2017
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Report of the Supervisory Board

Dear Shareholders,

The Supervisory Board performed all tasks required
of it by law and the Company’s Articles of Association
throughout 2017. Those tasks relate to advising the
Executive Board in its management of the Company
and overseeing the Executive Board’s activities. As the
Executive Board provided the Supervisory Board con-
tinuously, comprehensively, and promptly with informa-
tion on all key aspects of business development, both
in writing and verbally, the Supervisory Board was con-
sequently involved in all decisions of fundamental im-
portance. The Supervisory Board was also kept fully
informed about the current earnings situation, risks, and
risk management.

In the four ordinary and three extraordinary meetings
held in 2017, the Supervisory Board made the decisions
necessary on the basis of comprehensive reports and
proposed resolutions provided by the Executive Board.
Both in its plenary and committee meetings, the Super-
visory Board had sufficient opportunity to consider the
proposals in detail. In the case of particularly significant
or urgent projects and transactions, the Executive Board
also notified the Supervisory Board outside of meetings.
The Supervisory Board adopted all resolutions as re-
quired by law and the Articles of Association, where
necessary by written procedure. To ensure that events
of exceptional importance to the situation and develop-
ment of the Group were addressed on a timely basis,
the Chairman of the Supervisory Board maintained con-
stant contact with the Chairman of the Executive Board.
With two exceptions, all members of the Supervisory

Board took part in all Supervisory Board meetings. The
adjacent table provides an overview of meeting attend-
ance by each member.

Both the shareholder representatives and the employee
representatives met separately on a regular basis to
prepare for the Supervisory Board meetings. On indi-
vidual topics, the Supervisory Board consulted without
the attendance of the Executive Board.

Main points of discussion. The Supervisory Board
addressed a large number of topics in the 2017 report-
ing year. A notable focus was on the takeover bid for
100% of shares in Abertis Infraestructuras, S.A., the
world’s largest toll road operator. Other topics were
also discussed in detail. In addition, Supervisory Board
meetings once again addressed the process of devel-
oping and embedding the Group-wide corporate culture
geared to rigorous risk management and sustained finan-
cial performance.

Additional topics covered by the Supervisory Board in
its meetings included the following:

At the meeting on February 27, 2017, the Supervisory
Board primarily considered the Annual Financial State-
ments and Consolidated Financial Statements for 2016.
The Supervisory Board likewise addressed the Compli-
ance Declaration pursuant to Section 161 of the German
Stock Corporations Act, as well as the agenda and pro-
posed resolutions for the May 2017 Annual General
Meeting. Also discussed here was the outcome of the
selection procedure for the future auditors. Executive
Board remuneration was another topic of this meeting,
as were operational planning and both financial and
balance sheet budgeting for the years 2017 to 2019. In
this connection, the Executive Board explained the
main differences relative to previous budget figures and
targets. The Supervisory Board appraised the Execu-
tive Board’s budget planning and noted it with approval.

At the meeting of March 29, 2017, remuneration and
the remuneration system together with contract matters
relating to the Executive Board were discussed and the
necessary resolutions adopted.



Attendance at meetings in 2017 by Supervisory Board member?

" Attendance = number of
meetings attended by Super-

Supervisory Human Audit visory Board member/total
Board Resources Committee number of meetings during
Committee tenure
Pedro Lépez Jiménez (Chairman) 777 2/2
Matthias Maurer (Deputy Chairman) 77 4/4
Angel Garcia Altozano 77 4/4
Beate Bell 77 2/2
Christoph Breimann 77
Carsten Burckhardt 77 3/4
José Luis del Valle Pérez 77 2/2 4/4
Dr. rer. pol. h. c. Francisco Javier Garcia Sanz 3/7
Patricia Geibel-Conrad 77 4/4
Arno Gellweiler 77 2/2
Luis Nogueira Miguelsanz 6/7 4/4
Nikolaos Paraskevopoulos 77
Sabine Roth 7/7 4/4
Nicole Simons 7/7 2/2
Klaus Stimper 777 2/2 4/4
Christine Wolff 7/7 2/2

In the Supervisory Board meeting on May 10, 2017, the
Executive Board reported on the performance of the
business in the first quarter as well as on the upcoming
Annual General Meeting. Executive Board matters were
also considered. Furthermore, the Chairman of the Audit
Committee provided information on the report submit-
ted to the Committee by the Chief Compliance Officer.

At the meeting on August 28, 2017, the Executive Board
gave information about its preliminary considerations
regarding a potential takeover bid for Abertis Infraestruc-
turas, S.A. The Executive Board reported that an analy-
sis and review process would be started in order to deter-
mine whether such takeover bid is feasible, and would—if
the need arose—submit the topic to examination by the
Supervisory Board.

The Supervisory Board meeting on September 20,
2017 considered the course of business in the first half
year. In addition, the Supervisory Board addressed the
target for the percentage of women on the Executive
Board and implementation of the revised recommen-
dations of the German Corporate Governance Code,
notably with regard to the composition of the Super-
visory Board, and adopted the related resolutions. The
Executive Board also reported on further developments
in the aforesaid M&A project. This included reporting
on the status of the analyses, among other things with
regard to the strategic, financial, and legal implications
in the event of the project going ahead. Following delib-
eration on the matter, the Executive Board once again in-
dicated that the status of the project required further

analyses, and that it would only be possible to decide
in the weeks that followed whether a proposal for a
resolution on the project would be submitted to the
Supervisory Board.

At the extraordinary meeting on October 18, 2017, the
Executive Board reported comprehensively on the proj-
ect for submission of a takeover bid for Abertis Infra-
estructuras, S.A. This meeting was preceded by separate
discussions with the employee and shareholder repre-
sentatives. The Executive Board described the organi-
zation of the project and named the external consultants
involved. Also described were the structure of the trans-
action and planned steps involved in the transaction, as
well as the probable time plan. In particular, a compari-
son was provided of the opportunities and risks inher-
ent in the transaction. This was followed by a presentation
of the analyses and reports available to the Executive
Board in order to assess the transaction’s financial and
legal implications. The financing of the transaction and
its effects on the Company’s rating were also covered.
Numerous further questions were discussed in the
course of the Supervisory Board’s wide-ranging con-
sultations. The Supervisory Board then adopted all
necessary resolutions with regard to submission of a
voluntary public takeover bid for 100% of the shares in
Abertis Infraestructuras, S.A.

The final Supervisory Board meeting of the reporting
year was held on November 7, 2017. At that meeting,
the Supervisory Board discussed the course of busi-
ness in the first nine months of the year. It also notably
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table on page 139 in the Non-
Financial Report.
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included a presentation by the Executive Board and
discussion by the Supervisory Board on further devel-
opments in the takeover project.

During the course of the year—as in previous years—
the Supervisory Board concerned itself with the rec-
ommendations of the German Corporate Governance
Code H. On this topic, pursuant to Section 3.10 of the
Code, it prepared a joint report together with the Execu-
tive Board. That report is published in conjunction with
the Declaration on Corporate Governance on the Com-
pany’s website and in the Group Report.

In connection with the CSR Directive Implementation
Act, the Supervisory Board specifically consulted on
non-financial Group reporting. The Supervisory Board
engaged the auditors, Deloitte GmbH Wirtschafts-
prufungsgesellschaft, to provide limited assurance on
the non-financial Group report.”

The Supervisory Board has set up four committees,
whose members are listed on pages 246 and 247.
These are tasked with preparing topics and resolutions
for Supervisory Board meetings. In some cases, the
committees also exercise decision-making powers del-
egated to them by the Supervisory Board. Informing
the Supervisory Board on a regular basis about the com-
mittees’ consultations and resolutions is the respon-
sibility of the committee chairpersons.

The Audit Committee met four times in 2017. Topics of
intensive discussion were the quarterly reports, the half-
year financial statements, the Annual Financial State-
ments, and the Consolidated Financial Statements. In
each instance, the Committee discussed the reports and
financial statements with the Executive Board prior to
publication. The Audit Committee provided the Super-
visory Board with a recommendation for the latter’s
proposal to the Annual General Meeting regarding the
appointment of auditors and prepared the audit en-
gagement letter for issuance, including the agreement
on audit fees. Ahead of this, the Committee had pre-
sided over the selection procedure for the future audi-
tors. It also considered the proposal for the focal points
of the audit. Additionally, the Audit Committee addressed
the Group’s risk management system, the internal con-
trol system in relation to financial reporting, and questions
of internal auditing. The Chief Compliance Officer re-
ported to the Committee with an in-depth presentation
on the development of the compliance organization,
individual compliance cases, and measures taken in
consequence. Other topics covered in the reporting

year included the adoption of a resolution on guidelines
for ensuring the auditors’ independence.

There were two meetings of the Human Resources
Committee in 2017. Notable topics of the meetings
were details of Executive Board remuneration and the
structure of the Executive Board remuneration system.
The Human Resources Committee also prepared per-
sonnel-related decisions for the Supervisory Board.

The Nomination Committee and the Mediation
Committee pursuant to Section 27 (3) of the Codeter-
mination Act (MitbestG) were not convened in 2017.

Conflicts of interest. Under the rules of the German
Corporate Governance Code and the Supervisory
Board’s Code of Procedure, members of the Super-
visory Board are required to disclose any conflicts of
interest without delay. With one exception, no such
disclosures were made in 2017.

Dr. Garcia Sanz had already given notice in the past of
his membership of the governing body of CAIXA Hold-
ing, S.A. The latter is a major shareholder in the target
company of the above-mentioned takeover bid by
HOCHTIEF. For this reason, Dr. Garcia Sanz, in consul-
tation with the Chairman of the Supervisory Board and
in order to avoid potential conflicts of interest, refrained
from taking part in all meetings of the Supervisory Board
and dispensed with being sent information relating to
the aforementioned takeover project.

Annual Financial Statements 2017. The Annual Finan-
cial Statements prepared for HOCHTIEF Aktiengesell-
schaft by the Executive Board in accordance with the
German Commercial Code (HGB), the Consolidated
Financial Statements prepared in accordance with Inter-
national Financial Reporting Standards (IFRS), and the
combined HOCHTIEF Aktiengesellschaft and Group
Management Report for 2017 have been audited and
issued with an unqualified auditors’ report. The audit
was performed by Deloitte GmbH Wirtschaftspriifungs-
gesellschaft, the auditors appointed by the Annual
General Meeting on May 10, 2017 and instructed by
the Supervisory Board to perform the audit of the
Annual Financial Statements and Consolidated Finan-
cial Statements. The bookkeeping system was included
in the audit. In addition, Deloitte GmbH Wirtschaftspri-
fungsgesellschaft provided limited assurance on the
non-financial Group report.
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The audits have been performed by the same auditors
since the 2006 Annual Financial Statements. The key
audit partners responsible for carrying out the audit are
changed in accordance with statutory requirements. In
the reporting year, the key audit partners are Dr. Reich-
mann and Mr. Bedenbecker. Dr. Reichmann has been
responsible for the assignment since 2017 and Mr.
Bedenbecker since 2011.

It was determined by the auditors that the Executive
Board possesses a suitable early warning system for
risk. The above-mentioned statements, the Group Re-
port, the proposal for the use of net profit, and the audi-
tors’ reports were sent to all members of the Super-
visory Board in good time prior to the meeting of the
Audit Committee and the Supervisory Board’s financial
statements meeting on February 21, 2018. Also sub-
mitted was the separate non-financial Group report. In
addition, the Executive Board provided verbal explana-
tions at the same meetings.

In those meetings, the auditors explained the main find-
ings of the audit and were available to provide further
information. The Audit Committee had scrutinized the
statements and reports prior to the Supervisory Board’s
meeting and subsequently recommended that the Su-
pervisory Board approve the financial statements. The
Supervisory Board examined the Annual Financial State-
ments, the Consolidated Financial Statements, the com-
bined Company and Group Management Report, the
separate non-financial Group report, and the proposal
for the use of net profit. It raised no objections.

Having regard to the Audit Committee’s consultations,
the Supervisory Board approved the results of the audi-
tors’ audit of the Annual Financial Statements and Con-
solidated Financial Statements. The Supervisory Board
has approved and thus adopted the Annual Financial
Statements and has approved the Consolidated Finan-
cial Statements. It concurs with the proposal on the
use of net profit submitted by the Executive Board.

Report in accordance with Section 312 of the
Stock Corporations Act (AktG). The report on rela-
tionships with affiliated companies prepared by the
Executive Board in accordance with Section 312 of the
Stock Corporations Act (AktG) was audited by the audi-
tors. This report, and likewise the audit report, went out
to all members of the Supervisory Board in good time
ahead of the latter’s financial statements meeting. The
key audit partners took part in the Supervisory Board’s

discussions on these documents and reported on the
main findings of the audit. In accordance with Section
312 of the Stock Corporations Act, the Supervisory

Board examined the report and found it to be in order.

The auditors granted the certification pursuant to Sec-
tion 313 (3) AktG as follows:

“Based on our dut audit and assessment we confirm
that

1. the facts in the report are stated accurately,

2. the consideration given by the entity for the transac-
tion specified in the report was not unreasonably high.”

The Supervisory Board noted the auditors’ audit find-
ings with approval. On completion of its examination,
the Supervisory Board raises no objections to the dec-
laration issued by the Executive Board at the end of the
report regarding relationships with affiliated companies.

The Supervisory Board expresses its thanks and appre-
ciation to the Executive Board, the Group company
management teams, and all employees for their work,
dedication, and loyal contribution to the Group’s suc-
cess in 2017.

Essen, February 2018
On behalf of the Supervisory Board

Pedro Lopez Jiménez
Chairman
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We are building the world of tomorrow.

The Executive Board of HOCHTIEF Aktiengesellschaft (from left):

Nikolaus Graf von Matuschka, Peter Sassenfeld, Marcelino Fernandez Verdes (Chairman of the Executive Board)
and José Ignacio Legorburo



Executive Board

Marcelino Fernandez Verdes, Chairman of the
Executive Board

Born in 1955, Marcelino Fernandez Verdes has been a
member of the Executive Board of HOCHTIEF Aktienge-
sellschaft in Essen since April 2012. In November 2012,
he was appointed Chairman of the Executive Board of
HOCHTIEF Aktiengesellschaft and assumed responsibil-
ity for the HOCHTIEF Americas and Asia Pacific divi-
sions. From March 2014 to October 2016, he was Chief
Executive Officer (CEO) of HOCHTIEF’s Australian Group
company CIMIC, and has been Executive Chairman at
CIMIC since June 2014. In May 2017, he became mem-
ber of the Board of Directors of HOCHTIEF’s majority
shareholder, Grupo ACS, as CEO.

Marcelino Fernandez Verdes studied construction engi-
neering at the University of Barcelona and has held a
variety of positions in the construction industry since
1984. In 1994 he became General Manager of OCP and
in 1997, General Manager of ACS Proyectos, Obras y
Construcciones, and then took over as Chairman and
CEO in 2000. Following the merger between Grupo
ACS and Grupo Dragados in 2003, Fernandez Verdes
took office as Chairman and CEO of Dragados S.A. He
served as Chairman and CEO of Construction, Environ-
ment and Concessions at ACS Actividades de Con-
struccién y Servicios S.A. from 2006. Fernandez Verdes
was appointed to the Executive Committee of the ACS
Group in 2000, and to the Board of Directors of ACS
Servicios y Concesiones, S.L. (Chairman and CEQ) in
20086.

Peter Sassenfeld, Chief Financial Officer

Born in 1966, Peter Sassenfeld has been a member of
the Executive Board of HOCHTIEF Aktiengesellschaft
in Essen since November 2011. As Chief Financial Officer
(CFO) of the company, he is responsible for the corpo-
rate departments Mergers & Acquisitions, Controlling,
Finance, Capital Markets Strategy/Investor Relations,
Accounting and Tax, and Insurance. Since July 2015,
Sassenfeld has also been Chief Financial Officer (CFO)
of HOCHTIEF Solutions AG.

Sassenfeld studied business administration at Saarland
University. After his studies, he first performed various
management functions at Mannesmann in Germany and
abroad. Later he managed the worldwide mergers and
acquisitions activities at the Bayer Group in Leverkusen.

From October 2005, Sassenfeld worked for the Krauss-
Maffei Group in Munich and from February 2007 as
CFO of KraussMaffei AG. In May 2010, he took over as
CFO of Ferrostaal AG in Essen.

Nikolaus Graf von Matuschka

Born in 1963, Nikolaus Graf von Matuschka has been a
member of the Executive Board of HOCHTIEF Aktien-
gesellschaft in Essen since May 2014 and the company’s
Labor Director since November 2015. He is responsible
for the activities in the PPP, real estate, and facility manage-
ment segments in the Europe division and is addition-
ally in charge of Sustainability/Corporate Responsibility
within the HOCHTIEF Group.

Nikolaus Graf von Matuschka has held various manage-
ment positions at HOCHTIEF since 1998, most recently
as a member of the HOCHTIEF Solutions Executive Board
starting in February 2013. In May 2014 he was appointed
Chief Executive Officer (CEO) of HOCHTIEF Solutions.
Previously, he was directly responsible for several seg-
ments and regions of HOCHTIEF’s European business.
Graf von Matuschka has earned various qualifications
in business administration, including two degrees from
the University of Applied Sciences Utrecht.

José Ignacio Legorburo

Born in 1965, José Ignacio Legorburo has been a mem-
ber of the Executive Board of HOCHTIEF Aktiengesell-
schaft in Essen since May 2014. On the Board, he holds
the post of Chief Operating Officer (COQ). He is respon-
sible for the Group companies Infrastructure and Engi-
neering in the Europe division.

In May 2014, Legorburo was appointed as a Member of
the Executive Board and Chief Operating Officer (COQO)
of HOCHTIEF Solutions. He has over 25 years’ experi-
ence in the European construction sector. Most recently,
he headed the ACS construction subsidiary Dragados
as European Managing Director and expanded its busi-
ness within Europe, with a particular focus on the UK.
He was also responsible for other units at ACS, such as
the building division of the construction company Vias.
Previously, he worked as a civil engineer, project man-
ager, and later Managing Director in the ACS Group
from 1989. Legorburo studied civil engineering at the
University of Madrid.
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This building is set to improve medical care for members of the U.S. military and their families in the region around
Fort Irwin, California. Turner erected the Weed Army Community Hospital in line with the strict standards necessary
for LEED Platinum certification. Its positive energy balance: The building consumes net zero energy and has a net
zero carbon footprint. Highly advanced environmental and technical features mean the hospital can remain fully
operational for over two weeks in the event of a power outage. This is made possible by a two-megawatt solar field,

a water tank capable of holding over two million liters, sewage storage capacity of nearly 1.8 million liters, and some
190,000 liters of diesel fuel storage.




HOCHTIEF on the capital markets

Performance of international stock indices in 2017
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HOCHTIEF completed another successful year on the The HOCHTIEF stock price performance was in line B For turther information,
capital markets in 2017. The share price performed with that of the DAX (+13%), the leading German stock ";':f;i:i:ﬁef com/
very positively, reaching an all-time high of EUR 172.20 market index and compared with its sector peers, investor-relations
in May, and ended 2017 at EUR 147.60. This represents ~ HOCHTIEF was one of the best performing stocks.
an 11% gain for the year as a whole compared with the
EUR 133.05 closing price in December 2016. Including The share price of our Australian Group company CIMIC
the dividend of 2.60 EUR per share paid in July, share- delivered a very healthy performance in the reporting year.
holders have received a total return of 13% during CIMIC stock gained 47% over the course of 2017 to close
2017. the year at AUD 51.45. It substantially outperformed the
Australian SAP/ASX 200 index, which rose by 7%.
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and adjusted for sold assets

20 Group Report 2017

HOCHTIEF’s transformation process is now largely
completed. The Group has significantly strengthened
its balance sheet, restructured and streamlined Group
operations and focused on its core activities of Con-
struction, Services, PPPs and contract mining. We
continue to foster a Group-wide corporate culture that
emphasizes sustained cash-based profitability and dis-
ciplined risk management.

The successful delivery on our strategic objectives means
that HOCHTIEF is now well positioned to make use of
attractive growth opportunities and to continue efficiently
deploying capital in the interests of shareholders. On
October 18, 2017, HOCHTIEF announced an offer to
acquire Abertis Infraestructuras, S.A., one of the world’s
leading toll road operators.

Stock market

Stock indices performed well during 2017 as growth
appeared to take hold on an increasingly global scale
whilst government bond yields remained at historically
low levels despite a pick-up in inflation. In terms of for-
eign exchange, the euro and other major currencies
strengthened against the U.S. dollar.

Germany’s DAX index (12,918 points) and MDAX
(26,201 points) had risen by around 13% and 18% re-
spectively by the end of the year. The STOXX Europe
600 Construction & Materials, a European construction
stocks index, added 8%. The U.S. S&P 500 gained
30% and the Australian S&P/ASX 200 rose by 7%.

HOCHTIEF stock: Key figures

2017 2016
Number of shares million 64.3 64.3
Market capitalization” EUR million  9,490.7 8,555.1
High EUR 17220 136.80
Low EUR  131.45 77.76
Close EUR  147.60 133.05
Shares traded (average
per day on Xetra) 80,413 115,751
Shares traded EUR million 12.1 13.1
Dividend per share EUR 3.38?2 2.60
Total dividends EUR million 2172 167
Earnings per share
(operational)® EUR 7.04 5.62

Key data on HOCHTIEF stock

ISIN DE 0006070006
Stock symbol HOT

Index MDAX

Ticker symbol Reuters: HOTG.DE

Bloomberg: HOT GY/HOT GR

Trading segment at

Frankfurt Prime Standard

Ownership structure

HOCHTIEF’s total stock outstanding was unchanged at
64.3 million shares as of year-end 2017. Of this total, ACS
(Actividades de Construccidn y Servicios, S. A.) held
46,118,122 shares and HOCHTIEF held 44,287 shares
of treasury stock.

- — Free float 28.21%

Treasury shares 0.07%

ACS* 71.72%

*ACS ACTIVIDADES DE CONSTRUCCION Y SERVICIOS, S.A., Madrid

Shareholder remuneration

HOCHTIEF is committed to remunerating its shareholders
in a sustainable and attractive manner. We once again
delivered on this in the reporting year with a significantly
increased dividend. At the Annual General Meeting for
2017, to be held in May 2018, the Executive Board and
Supervisory Board will be proposing a dividend of EUR
3.38 per share. This represents a substantial rise of
30% on the prior year (2016: EUR 2.60 per share). Over
the last five years, the compound average growth rate
of the HOCHTIEF dividend per share has been around
28%.

In February 2018, CIMIC announced a final dividend
of AUD 0.75 per share, giving a total 2017 dividend of
AUD 1.35 per share—an increase of 23% on the prior
year. Before that, on December 14, 2017, the Board of
the CIMIC Group approved a further buyback program
to repurchase up to 10% of the group’s shares over a
twelve-month period from December 29, 2017. The
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buyback is to be funded with existing cash holdings
and working capital facilities.

Analysts

The strong operational development of our Group and
the strategic opportunity of the potential takeover of
Abertis met with a positive assessment from the ana-
lysts covering HOCHTIEF during 2017. Their average
target price rose by 37% to EUR 151 per share at the
year-end (2016: EUR 110). Current ratings and the aver-
age target price of our analysts are available on our
website (www.hochtief.com/investor-relations).

Analysts’ average target price (EUR)

151

+37%

10

2016 2017

Capital markets communication

Transparent and timely communication with the markets
is a key priority for HOCHTIEF management and our
Capital Markets Strategy/Investor Relations department.
During 2017, we once again participated in a series of
international investor conferences and conducted several
roadshows. We presented our quarterly results to the
market via conference calls as of each reporting date.
Discussions with analysts and investors focused on im-
plementing our corporate strategy, further enhancing
earnings quality, and our takeover bid for Abertis. We
report on all activities on a timely basis on our website
and provide a wide range of additional information
(www.hochtief.com/investor-relations).

HOCHTIEF in key sustainability indices

As in previous years, HOCHTIEF qualified for inclusion
in several major sustainability indices in 2017. For the
twelfth year in a row, the Group was included in the inter-
nationally recognized Dow Jones Sustainability Index
(DJSI) Europe. CIMIC, likewise, was once again listed in
the Dow Jones Sustainability Australia Index. HOCHTIEF
was awarded RobecoSAM Silver Class in the Construc-
tion and Engineering category of the RobecoSam Sus-
tainability Yearbook 2017. The prestigious Silver Class
features the best 5% participating companies. HOCHTIEF
was also named RobecoSAM Industry Mover as the
company that made the greatest progress in its indus-
try compared with the prior year. Australian subsidiary
CIMIC secured Bronze status.

The company’s shares are also listed in the FTSE4Good
and the STOXX ESG Leaders Index. We are likewise
longstanding participants in the Carbon Disclosure Proj-
ect (CDP)Y, where we were listed once more in 2017,
CDP represents more than 800 institutional investors
with some USD 100 trillion in funds under manage-
ment and its indices are used as an assessment tool
by many investors.

'See glossary.
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Tata I n novation Cente r: Built by Turner, the Tata Innovation Center at Cornell Tech graduate

school in New York has just opened its doors and been awarded LEED Silver certification.
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Success in business is built on good ideas: The Tata Innovation Center at Cornell Tech graduate school gives students
a springboard for realizing their plans. Businesses are available to help conceptualize commercial startups. The
center whose key architectural motif is transparency also provides exhibition space for art projects. At the same
time, innovation plays a pivotal role for the HOCHTIEF Group: In order to meet clients’ changing needs while acting
responsibly in our use of natural resources, the HOCHTIEF companies draw on sustainable products and services
as well as on trend-setting construction and design methods—such as Building Information Modeling (BIM).

Focus area: Sustainable products and services

Group Report 2017
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2For further information on the
divisions’ business activities,
please see pages 3 and 4 as
well as pages 72 to 85.

I For further information, please
see pages 3 and 4 as well as
pages 26 and 27.
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Combined Management Report
Group Structure and Business Activities

Group structure 2017

Corporate Headquarters (strategic and operational management holding company)

Divisions

[

l

HOCHTIEF Americas

Group structure 2017

HOCHTIEF delivers its services on all continents. The
operating companies are organized under the three
divisions HOCHTIEF Americas, HOCHTIEF Asia Pacific,
and HOCHTIEF Europe. This structure reflects the
Group’s operating focus: HOCHTIEF is present in growth
regions and key markets."

HOCHTIEF’s strategic and operational management
holding company directs the Group with the focus on
leadership and control. Responsibility for the strategic,
organizational, and operational development of the en-
tire Group lies with the Executive Board and the Group
corporate departments, which make up the control
level. The holding company comprises the corporate
departments Legal, Corporate Governance/Compliance,
Auditing, Risk Management/Organization/Innovation,
Human Resources, IT, Mergers and Acquisitions, Com-
munications, Controlling, Finance, Capital Markets
Strategy/Investor Relations, Accounting and Tax, and
Insurance.

HOCHTIEF Asia Pacific

HOCHTIEF Europe

Business activities of the HOCHTIEF Group?
As an international construction group, HOCHTIEF
focuses primarily on projects in the segments of trans-
portation infrastructure, energy infrastructure, social
and urban infrastructure, mining services, and other
services. These activities are based on longstanding
experience in development, financing, construction,
and operation. HOCHTIEF capabilities in engineering
likewise contribute to efficient and successful project
execution. This benefits the Group as well as clients
and additional stakeholders.

In its operating activities, HOCHTIEF places the focus
on complex infrastructure projects, in many cases deliv-
ered on the basis of concession models. Managing
public-private partnership (PPP) projects end to end
generates clear added value. Close cooperation between
our companies and departments combined with active
internal knowledge transfer lay the foundation for wide-
ranging efficiency gains.

We also benefit from constructive and productive collabo-
ration with external partners selected on the basis of
transparent criteria. These partners have to follow our
high standards, such as the conditions of our Code of
Conduct for Business Partners.



We place our priorities on flexibility, innovation, and excel-
lent quality in order to serve our customers as a long-
term, reliable partner. For the design and implementation
of every single one of our unique projects, we deliver
tailor-made solutions.

Sustainability is an integral part and principle of our cor-
porate strategy, and a key requirement for all activities.
Our future-focused approach is based on the interplay
between economic, environmental, and social aspects
of our work.

As one of the most international companies in the con-
struction industry, HOCHTIEF generates approximately
96% of work done outside of its German home market.
Geographically, our activities are focused on the markets
in North America, Australia, Europe, and the Asia-Pacific
region. This global presence allows HOCHTIEF to exploit
diverging regional market opportunities.

Key performance indicators at HOCHTIEF

The key performance indicators used in managing the
HOCHTIEF Group are operational net profit and net
cash/net debt, subject to capital allocation, as these,
different to the volume-oriented figures used last year,
sales and oder backlog, best reflect our focus on cash-
backed profits.

Financial performance indicators
e Net cash/Net debt
e Operational net profit

Non-financial performance indicator
* Lost time injury frequency rate (LTIFR)"

'See glossary.
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HOCHTIEF around the world:

A selection of the many companies and projects in our
divisions shows HOCHTIEF’s global presence with the
Group structure from 2017.

3. THIESS
204

Turner

s24 Turner
SIRUZ ..

SEDGMAN
THIESS
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HOCHTIEF Americas

Turner (USA, Canada)
Flatiron (USA, Canada)
E.E. Cruz (USA)

Clark Builders (Canada)

(Selection of the most important activities)

HLG

THIESS

Group Management Report: Group Structure and Business Activities

HOCHTIEF Asia Pacific

CIMIC (Australia)

Thiess (Australia, Canada, Chile, India, Indonesia,
Mongolia, New Zealand, South Africa)

Sedgman (Australia, Canada, Chile, China, South Africa)
CPB Contractors (Australia, New Zealand,
Papua New Guinea)

UGL (Australia, Hong Kong, New Zealand,
South-east Asia)

Leighton Asia, India and Offshore (Hong Kong, India,
Indonesia, Irag, Macao, Malaysia, Philippines, Singapore,
Thailand)

Pacific Partnership (Australia, New Zealand)
EIC Activities (Australia)

Leighton Properties (Australia)

Broad Construction (Australia)

Ventia (Australia, New Caledonia, New Zealand)

HLG Contracting (Oman, Qatar, Saudi Arabia, United
Arab Emirates)

(Selection of the most important activities)
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HOCHTIEF Europe

HOCHTIEF Solutions (Germany)

HOCHTIEF Infrastructure (Austria, Czech Republic,
Denmark, Germany, Greece, Netherlands, Norway,
Poland, Slovakia, Sweden, UK)

HOCHTIEF Engineering (Australia, Germany, India,
Netherlands, Switzerland, USA)

HOCHTIEF PPP Solutions (Canada, Germany,
Greece, Ireland, Netherlands, UK, USA)

HOCHTIEF ViCon (Australia, Germany, UK)
HOCHTIEF Projektentwicklung (Germany)
synexs (Germany)

(Selection of the most important activities)

The companies featured here by way of
example illustrate HOCHTIEF's national
and international lineup. Some activities
are carried out through branches, of-
fices or separate companies. For more
on the corporate divisions, turn to fold-
out pages 3 and 4 and the segment re-
porting on pages 72 to 85. Alongside
HOCHTIEF Aktiengesellschaft, the con-
solidated financial statements take in
452 fully consolidated companies, 152
equity-accounted companies, and 67
joint operations included proportionately.
This organizational presentation goes
together with legal information given in
the list of subsidiaries, associates and

other companies. Bl ) )
P u For further information,

please see www.hochtief.

For the address and contact informa-
‘ com/subsidiaries2017

tion of our subsidiaries and associates
as well as their branches and offices,
please see our website. u For further information,
please see

www.hochtief.com
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New transportation infrastructure opens up fresh opportunities for mobility. Despite this, the process of building new
or extending existing routes creates construction sites that result in temporary inconveniences, such as noise, dust,
and road closures. As part of our project work, we do our best to minimize the effects, although sometimes we
cannot eliminate them completely. To ensure that we involve all those affected as fully as possible, we inform stake-
holders about current construction work at an early stage and engage them in the process. That’s exactly what
CPB Contractors is doing with Melbourne’s CityLink Tulla Widening project to upgrade a section of the freeway
leading to the airport. Regular information events are staged in addition to meetings for residents within the project’s
core area. Community managers not only address residents directly but also make use of public communication
channels. In this way, obstacles can be overcome before construction gets under way.




Strategy

Positioned for the future

HOCHTIEF is a global infrastructure group with leading
positions across its activities of construction, services,
contract mining and greenfield” public-private part-
nership development in Australia and North America
as well as in Europe.

Our strategy is to further strengthen HOCHTIEF's position
in core markets by focusing on market growth oppor-
tunities while sustaining cash-backed profitability and a
rigorous risk management approach. Our businesses
are flexible, allowing management to quickly adapt to
varying market conditions. Active and disciplined capi-
tal allocation is a high priority and we intend to continue
focusing on sustainable shareholder remuneration as
well as potential growth opportunities. The company’s
long-term success is driven by the interplay of economic,
ecological and social aspects, which is why we take on
a holistic approach when delivering our projects and
services to the benefits of all stakeholders.

Our business activities are based on a common corpo-
rate culture with shared values. The HOCHTIEF vision
embodies what we aspire to and the responsibility we
live up to as a Group: “HOCHTIEF is building the world
of tomorrow.” HOCHTIEF’s projects are active contribu-
tions to the benefit of society. The Group’s values are
represented by five guiding principles that apply to all
employees: integrity, accountability, innovation, delivery,
and sustainability—all underpinned by the precondition
of safety. This applies to all work areas at HOCHTIEF,
both operational and strategic.

This is the foundation on which our workforce makes
HOCHTIEF’s success possible. Our outstanding expe-
rience, technical excellence, and innovative solutions
enable us to realize projects that our customers find
compelling. Successful human resources management
is therefore a top priority throughout the Group. At the
same time, we engage in active and open stakeholder
dialog. We aim to continue our established, trust-based
working relationships with trading partners, inform the
public, further enhance the reputation of HOCHTIEF,
and enter into dialog with prospective new investors.

For more than 140 years, HOCHTIEF’s core competency
has been construction. It has made the Company a
globally leading provider of infrastructure services. Pub-
lic-private partnership (PPP) projects, engineering,
mining, and services round out the portfolio and make
HOCHTIEF a provider spanning the full life cycle. We
operate worldwide with a focus on attractive markets,
concentrating above all on the segments of transporta-
tion infrastructure, energy infrastructure, social and urban
infrastructure, mining services, and other services. Our
outstanding project management and engineering exper-
tise give us a leading market and technology edge in
these segments.

To consolidate and further extend that position, we pur-
Sue a range of strategic initiatives, which we continued
unaltered throughout the reporting year. The most im-
portant of these initiatives are set out in the following.

HOCHTIEF
aims to become the world’s most relevant building and infrastructure

construction group driven by sustainable, profitable growth.

Position the company as the top provider of building and infrastructure construction services that is recognized
for its conscientious, holistic, and quality-driven action based on economic, ecological, and social criteria.

Integrity Accountability

Innovation

Safety

Delivery Sustainability

HOCHTIEF is building the world of tomorrow.

'See glossary.

Goal

Strategy

Guiding
Principles

Precondition

Vision
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Our services

e Development
* Financing

¢ Construction

Our services and market segments

® Maintenance and operation

Market segments

Transportation infrastructure
Energy infrastructure

Social and urban infrastructure

Mining services

Services

) For further information, please
see the Markets section on pages
37 to 43 and the Segment Re-
porting section starting on page
72.

2For further information,
please see the Markets section
starting on page 37.
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Position our core activities to successfully
address megatrends

The core processes of construction—delivering build-
ings and infrastructure—and resource extraction are
crucial to the economy and society. In particular, infra-
structure has to be adapted to new requirements. This
does not only apply to industrialized and emerging
economies, but also to developing economies.

Megatrends such as globalization, digitalization, demo-
graphic change, and climate change drive demand—
for instance, for:

¢ New, more efficient transportation routes
e Climate-friendly, versatile, smart buildings
® Resources and related infrastructure

e Conversion of energy infrastructure

® Realignment in existing industries

New business segments also emerge in the construc-
tion industry in this process. For all of these challenges,
we provide specific solutions which are in demand in
our core markets and which we continue to develop on
an ongoing basis in line with market needs.”

To meet the various requirements, we approach our proj-
ects from a 360-degree perspective, keeping the entire
life cycle in focus. The value chain spans design, finance,
and operation, at the same time encompassing disman-
tling, refurbishment, and revitalization. The outcome is
an efficient process that extends far beyond project
management as such.

Various business models, and most notably the public-
private partnership model, provide the basis for our
project activities in which we establish long-term cus-
tomer and trading partner relationships. HOCHTIEF
has evolved into a globally leading provider of green-
field concession projects. At the same time, HOCHTIEF’s
success is principally based on our outstanding core
competency, construction. In order to systematically
leverage and sharpen this competitive edge, we take
on a PPP project only if we are also tasked with deliv-
ering part of the construction work.

Focus on the segments of transportation, energy,
social and urban infrastructure, mining services,
and other services

HOCHTIEF profits in particular from its expertise in
complex infrastructure projects with demanding re-
quirements in terms of design, execution, and opera-
tion. We are able to meet quality, timing, and budget
needs as well as develop and deliver innovative solu-
tions. Added value is generated when there is a suc-
cessful economic outcome for everyone involved.

Transportation infrastructure

Drawing on our expertise in the construction of trans-
portation routes and systems, we are well placed to
deliver transportation infrastructure maintenance and
upgrading projects. Numerous countries have a sub-
stantial need here—partly due to investment backlogs
stretching back many years—and now have to newly
create or adapt their capacity. Many have launched na-
tional programs, to which the Group contributes and
from which HOCHTIEF stands to benefit.

Especially in view of limited public-sector planning and
management capacity, we meet demand here with our
combination of design and construction services cou-
pled with our proven PPP capabilities. Concession models
of this kind enable the public sector to implement proj-
ects despite tight resources.?
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Energy infrastructure

We have many years’ experience in delivering efficient
energy generation assets and also contribute to the re-
modeling of energy infrastructure. Our capabilities thus
include services relating to power plant design, construc-
tion, and decommissioning.

Given the unabated strong demand for energy and in
light of the growing demand for energy from renewable
sources, we see further potential in this business seg-
ment. Investment in the expansion of renewable energy
is rising worldwide. In absolute figures, according to
studies, the G20 group of countries alone need to invest
some USD 700 billion annually in the period between
2014 and 2035 in order to transform the energy sector
to meet the two-degree target—the target of interna-
tional climate policy for limiting global warming (Allianz
Climate Solutions/NewClimate Institute/Germanwatch).

Social and urban infrastructure

HOCHTIEF offers design, construction, and refurbish-
ment capabilities for built structures in many regions of
the world. Our broad spectrum includes office build-
ings, healthcare and educational properties, sports and
production facilities as well as shopping malls and resi-
dential buildings. In all projects, we deliver on clients’
individual requirements. Our strong presence in regional
markets, lean structures, and efficient processes enable
us to operate on competitive terms.

There continues to be great potential in market develop-
ment in this sector. Green building is another unbro-
ken trend. HOCHTIEF is among the most experienced
players here and, through U.S. subsidiary Turner, was
once again rated top green building contractor in 2017
in the ranking published by Engineering News-Record
(ENR). In building construction projects delivered on a
PPP basis, a sustainable, 360-degree approach in analy-
sis and execution is standard practice at HOCHTIEF
right across the design-finance-build-operate capability
range.

Mining services

Resources such as iron ore, coal, copper, and gold
remain in strong global demand.? We pursue the com-
mercial opportunities in this business through the Thiess
company of our Group company CIMIC, which is the
largest contract miner with a diversified portfolio. Thiess
has also made a name for itself over the years as a ver-
satile mining services provider. For instance, alongside
resource extraction, capabilities include designing,
building, and operating processing plants for coal, in-
dustrial and precious metals, industrial minerals, and
iron ore.

Services

A range of different services strategically complement
HOCHTIEF’s capability portfolio. One notable addition
to the services business was UGL, acquired by CIMIC
in late 2016 and fully integrated in 2017. The company
provides comprehensive end-to-end engineering, con-
struction, and operation services to the rail, transporta-
tion, communications and technology systems, energy,
resources, water, and defense sectors. HOCHTIEF’s
portfolio also includes facility management services for
building and plant maintenance and operation.

Profitability through process standardization
Across the segments of construction, public-private
partnerships, engineering, and services relevant to the
core business of construction constitute a uniform
overall structure throughout the HOCHTIEF Group. In
addition, there is also the mining business with its own
specific requirements. The transformation process
necessary to standardize structures across the entire
HOCHTIEF Group has been completed. This also in-
cludes improvements to bring internal reporting up to
uniform standards and increased decision-making au-
thority at operational level. Today, HOCHTIEF is marked
by high efficiency, profitability, liquidity, and strong risk
management. Our focus now is on further expanding
these advantages as well as maximizing profitability
and earnings quality through a process of ongoing re-
views.

2 For further information,

please see the Markets section

starting on page 37.

For further information,

please see the Markets section

starting on page 37.

Group Report 2017

31

Group Management Report



Group Management Report

) For further information,
please see the Opportunities
and Risks Report on pages 121
to 134.

2For further information, please
see the Research and Develop-
ment section on pages 99 to
103.
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Focus on sustained cash-backed profitability
Achieving sustainable profits which are backed by cash
generation is a consistent element of HOCHTIEF's strat-
egy. In 2017 the Group again delivered on this objective
achieving a high EBITDA cash conversion rate of 106%.

HOCHTIEF generated a strong level of net cash from
operating activities of almost EUR 1.4 billion in 2017,
nearly EUR 200 million higher than in the previous year,
with all divisions contributing to this increase. Cash in-
flow from working capital remained substantial at EUR
333 million. Net capital expenditure of over EUR 250
million, a EUR 65 million increase year on year, was a
conseqguence of greater contract mining and tunneling
work in Australia and is partly reflected in the 14% growth
in Group revenues to EUR 22.6 billion. Free cash flow
from operations, which is after working capital and capi-
tal expenditure, exceeded EUR 1.1 billion in 2017, a 14%
increase on the 2016 level. As a result of this strong
cash generation, the year-end balance sheet for 2017
shows a net cash position of aimost EUR 1.3 billion, an
improvement of over EUR 560 million compared with
December 2016.

HOCHTIEF's focus on cash-backed profitability and dis-
ciplined risk management will remain a key feature of
the Group‘s performance in the future and will allow the
company to continue to focus on remunerating share-
holders in a sustainable manner.

Abertis takeover bid

On October 18, 2017, HOCHTIEF submitted a EUR
18.6 billion offer for a 100% takeover of Abertis
Infraestructuras, S.A., the world’s largest toll road
operator.

Abertis, which will continue to be headquartered in
Spain, is the international market leader in toll roads,
managing more than 8,600 kilometers in 14 countries
in Europe, the Americas and Asia. It is the first opera-
tor in countries such as Spain, Chile and Brazil, and
has a significant presence in France, Italy and Puerto
Rico.

The combination of Abertis and HOCHTIEF would create
a highly diversified infrastructure business focused on
developed markets, and would benefit from increasing
global infrastructure investment and PPPs.

Both entities are highly complementary and the bal-
anced exposure to key markets of HOCHTIEF and
Abertis will result in a strong and resilient cash flow
generation of the combined group.

The credit facility for financing the planned takeover
was successfully syndicated with a consortium of
international banks in November 2017.

Diversification and optimization of financing
instruments

Improving the financial structure is an ongoing strategic
goal for HOCHTIEF. Diversifying the available financing
instruments and notably expanding long-term debt fi-
nancing sources outside of the traditional banking mar-
ket is key to attaining that goal.

Continuous improvement in risk management
Effective risk management calls for ongoing review.
That is why we work continuously to adapt and im-
prove our risk management processes’ and, in doing
S0, contribute toward enhancing profitability. We focus
on selected, attractive markets and constantly assess
market opportunities with a view to aligning our activities
accordingly.

In our construction projects, effective risk manage-
ment is a key success factor. This is why we apply
uniform standards in project control and execution
methods. These management instruments are conti-
nually adapted and improved throughout the Group.

Differentiation through innovation

As construction requirements and conditions differ
from project to project, the solutions we deliver are in-
variably unique and made to measure. They are built on
superior technical expertise, excellent processes, and
our great capacity to innovate.? Drawing on its out-
standing engineering expertise, HOCHTIEF raises the
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bar in the market and attains a leading technological
position with products and services designed with sus-
tainability in mind. The Group is already well placed in
both green building and building information modeling
(BIM), backed by many years’ experience using inno-
vative techniques for efficient project delivery.

HOCHTIEF: an attractive place to work
HOCHTIEF and its Group companies are attractive em-
ployers—a reputation we aim to maintain and further
enhance, particularly with regard to the growing short-
age of trained professionals. A skilled and dedicated
workforce is critical to our business success. In future
years, too, HOCHTIEF aims to offer its 53,890 employees
challenging and fulfilling jobs with safe, fair working con-
ditions. Our human resources management is geared
to finding the right people for each project and securing
their lasting loyalty to the Group. We are committed to
ongoing training and invest in individual development.

Occupational safety and health have top priority in all
our activities. We work continuously to optimize safety.
In addition, we have established the lost time injury
frequency rate (LTIFR) as a non-financial performance
indicator. Our target remains to further reduce LTIFR."

Sustainable action?

HOCHTIEF delivers on its responsibility as a corporate
citizen. To this end, we have a clearly defined sustain-
ability strategy that supplements and is derived from
our corporate strategy. Our sustainability strategy is
presented on the following pages.

YFor further information, please
see the Occupational Safety
and Health section on pages
110 to 113 and the CR program
on page 152.

2For further information, please

see the Sustainability Strategy
section on pages 34 and 35.
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Sustainability strategy

The HOCHTIEF sustainability strategy is derived from
the Group’s corporate strategy. We see sustainability
as a systematic approach to harmonizing economy,
ecology, and social responsibility across the depth and
breadth of all our business activities with the aim of
safeguarding the company’s viability going forward. A
360-degree outlook ensures an ongoing dialog and
the continued cultivation of topics in conjunction with
central departments as well as the operational units.
To this end, how the company and its circumstances
are perceived both internally and externally plays an
important role.

As an international construction group, our activities
have a direct impact on the environment and society.
With this in mind, we place equal weight on profitability
and responsibility. Our understanding of results-oriented
operations encompasses such touchstones as integrity,
fair and safe working conditions as well as climate and
resource protection while maximizing performance for
our clients and HOCHTIEF. We want to create, pre-
serve, and grow values. This mindset is deeply rooted
in our corporate vision—"HOCHTIEF is building the
world of tomorrow”—and our Group’s guiding principles,
which explicitly include sustainability as a precondition.

HOCHTIEF’s main sustainability focus areas and related overarching objectives, taking into account aspects of the German
Act Implementing the EU Non-Financial Reporting Directive and the Sustainable Developement Goals (SDGs)

Focus area:
Corporate citizenship
In line with our focal sponsors

ties—firstly, educating and promoting

young talent, and secondly, sh

maintaining living spaces—we aim to
ility, espe-
cially wherever our company operates
or can offer added value by virtue of its
capabilities. In addition, we aim to con-
tinue building on our longstanding com-

demonstrate social responsib

mitment to Bridges to Prosperity. ‘(\Q\

Social issues
sy

Focus area: Compliance
We aim to set standards.

Anticorruption

hip activi-

aping and

* Anticorruption ® Health/

® Antitrust

* Recruitment

* Supporting @ @

déo'

Focus area: Active climate
and resource protection
We aim to conserve natural
resources. We aim to reduce
carbon emissions both inde-
pendently and together with
our clients and partners.

Envnronmental |ssues

*interdisciplinary topics
at HOCHTIEF

local
commu-

Occupational safety
* Continuing education

* Climate * Green buildings
protection * Green infrastructure

* Biodiversity e Life cycle

* Water  Innovation

Focus area: Attractive working
environment

We aim to further strengthen our position as a
sought-after employer.

Employee-related issues, social issues,
human rights*

Focus area: Procurement

As a partner to subcontractors, we aim to re-
double our efforts to ensure fair, transparent
procurement processes and further step up
purchases of products and materials with a
sustainability label.

Environmental issues, social issues,
human rights*, anticorruption

Prequalifi-
cation
Evaluation

Wawsinsoid

Focus area: Sustainable products
and services

We aim to execute our projects responsibly.
For this reason, we take a 360-degree ap-
proach to our projects and ensure a high
level of quality throughout.

Environmental issues, social issues



Our aim is to go on effectively deepening the penetra-
tion of Corporate Responsibility (CR) issues throughout
the Group. We intend to fully integrate CR into financial
reporting and are working toward high standards of
data quality to that end. In the long term, a thorough
sustainability control system is to pave the way for en-
hanced CR management.

Our responsible actions are aligned with the HOCHTIEF
model. With our expertise, we make a meaningful con-
tribution to meeting global challenges, such as climate
protection and resource conservation, through sustain-
able buildings and infrastructure. We support the United
Nations Sustainable Development Goals (SDG). In the
reporting year, we evaluated the 17 goals in light of our
business model and our focus areas before allocating
selected goals to our existing focus areas (see chart on
page 34). Those SDGs that are relevant to HOCHTIEF
are integrated into our CR program.

HOCHTIEF employs innovative approaches, developing
new products and services in implementing its projects.
The result is tailor-made, resource-conserving solutions.
Our 360-degree approach to getting projects done paves
the way for a high level of quality throughout. This in turn
lets us tap market potential, effectively minimize risks, and
manage the impact of our business activities in the best
possible way. In the long term, we aim to be a leading
provider of green building solutions.

CR organizational structure

The principle of sustainability is coordinated by the
Corporate Responsibility organization, which ensures
HOCHTIEF’s own contribution in this regard. This is laid
down in our CR directive, which defines Group-wide
standards. The work of both the CR function and the
CR bodies (CR Committee, Sustainability Competence
Team) is geared toward the ongoing strategic and opera-
tional fine-tuning of sustainability at HOCHTIEF. In order
to measure progress, data is captured via the Group-
wide SoFi software.

An integral part of the CR organization is stakeholder
management—systematically collating and strategically
incorporating stakeholders’ needs. We actively engage
in dialog to assess suggestions and requirements in order
to make sure the focus areas we have been working on
are both relevant and valid.

Focus areas and materiality insights
The selection of key sustainability focus areas is sub-
ject to annual internal and external review with regard

CR data capture and reporting at HOCHTIEF

HOCHTIEF Executive Board

HOCHTIEF HOCHTIEF

Departments CR function
Ongoing dialog
with the stake-
holder groups rel-

\ / evant to HOCHTIEF
N 'I' 7
HOCHTIEF HOCHTIEF HOCHTIEF
Americas Asia Pacific Europe H

to business relevance, impacts, and stakeholder inter-
ests.? Within the scope of our CR program, specific
goals are targeted for each of our six focus areas. In
our analysis during the reporting year, we spotlighted
occupational safety as part of the “Attractive working
environment” focus area. In previous years, the results
of our annual materiality analyses consistently upheld
our selection of focus areas. This is why we chose the
focus topic of occupational safety, which is of such im-
portance to HOCHTIEF. The aim was to work with occu-
pational safety specialists, subcontractors, and public
agencies to identify measures that generate added value
for HOCHTIEF and the industry as a whole.

'Sustainability data is pooled
using the SoFi software.

2See overview below.

Materiality matrix® on the occupational safety focus topic
The key topics prioritized according to HOCHTIEF and its stakeholders’ interests

[-] Business relevance® [+] Maximum importance

. o Involving subcontractors
Orderliness, materials, benchmarks, time, organization

. Employee cooperation
Prevention
Personal X
. responsi- Leadership
roles/res-

Qualifications bility

. . ponsibility
Occupational safety in planning process .S itization/
ensitization/awareness

Clientsf requiremefts .Occupational safety and health budget

[-] Impacts [+]

New technologies/ ‘Transparent investigations
construction methods  into accident causes

Safety culture/

legislation Adopting behavior-
based approaches

Digitalization/optimization of processes

Minimum importance

@ Workshop topics from stakeholder dialog

3For the 2016 materiality analysis, which fundamentally remains valid, please see www.hochtief.com/sustainability
under “Materiality”. In 2017, a materiality analysis was performed on the focus topic of occupational safety out of
the CR focus area “attractive working environment”.

9nternal assessment by OSHEP, CR and Corporate Communications
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INNOVATION

The John R. Oishei Children’s Hospital in Buffalo, New York, is a medical center for women and children. Turner
completed construction of the innovative, cutting-edge clinic in 2017. To ensure that the construction phase pro-
ceeded rapidly and without a hitch, Turner made use of lean construction processes and Building Information
Modeling. The facility comprises 174 beds for patients, seven operating theaters, three special C-section rooms,
30 emergency department beds, as well as ten observation and 18 radiology rooms. A pedestrian bridge connects
the complex to the Buffalo General Medical Center.




Markets and operating environment

Increase in total construction sector investment

Increase in total construction sector investment

by region by region?
According to IHS estimates, global construction indus- 6%
try investment reached EUR 8.1 trillion (USD 9.7 trillion) 2017 M2018
in 2017 (measured in 2010 U.S. dollars). That marks a 4%
3.1% rise on 2016. The positive trend will continue in
2018 with a projected increase of 3.4%, meaning that 2%
global investment is expected to exceed EUR 8.3 trillion
(USD 10 trillion) for the first time." 0%
SIS N SN T B
All three construction segments (residential construc- % @ = E - g “2 s
tion, [other] building construction, and infrastructure) o, *;”}’ g - %: g?fgi@
recorded positive growth rates in 2017 with a mean i = (§§ =
value of just over 3%. Growth is expected to accelerate 5%
further in 2018. The strongest rise is in infrastructure
expenditure (3.9% and 5.1%, respectively).
Growth in HOCHTIEF’s regional construction markets®
2017 2018 E
s IS

S5 8 B4 s 8 Ty

Ss £ ot e & gt _
Region nes o O=sB FE O o8 o OE5s FEEL o
Germany .3 8.3 615 6.8 6.9 4.4 4.8 4.7 5.4 4.7
UK 0.0 1.4 -1.1 -1.8 0.4 -0.6 0.7 0.0 -0.9 0.0
Norway -1.3 6.4 3.6 11.5 24 0.4 3.5 4.3 4.3 25
Austria 4.0 3.6 41 0.4 3.9 4.7 3.3 2.6 0.8 3.6
Sweden 2.5 8.3 2.1 2.4 5.2 2.7 4.9 2.6 2.5 3.8
Denmark 3.0 5.3 0.8 -1.1 3.5 2.2 2.7 0.3 -1.7 1.9
Netherlands 3.0 8.0 1.9 3.1 5.0 3.4 3.2 2.2 3.2 3.0
Western Europe 2.0 4.5 24 2.2 3.3 1.9 3.0 23 1.9 25
Poland 15.0 9.5 12.5 14.0 12.9 7.5 6.0 71 6.8 7.0
Czech Republic 6.5 3.0 -5.9 -4.3 0.0 2.9 2.3 3.7 4.4 3.1
Eastern Europe 6.3 0.2 4.3 8.3 4.1 4.1 3.0 3.8 5.1 3.7
Australia¥ 8.7 2.0 8.4 30.6 5.8 19.3 -0.6 2.0 24.6 4.7
Chile -1.0 -0.5 -0.1 -1.0 -0.3 2.1 1.3 2.7 2.0 2.3
Canada -3.7 oG 7.2 10.9 3.1 0.3 2.0 5.6 8.5 24
Peru -4.4 -1.4 -0.3 1.0 -1.3 1.8 0.5 7.3 7.6 2.0
USA -2.0 6.6 -7.3 -5.8 0.3 -1.2 0.9 1.6 1.9 0.2
World (74 countries) 1.7 3.6 3.9 5.6 3.1 2.5 2.4 5.1 7.0 3.4

2 Percentage change on prior
year, measured in 2010 U.S.
dollars; IHS Markit, Global
Construction Outlook,

as of: January 2018

IHS Markit, Global Construc-
tion Outlook, Exec. Summary,
October 2017

3 Percentage change on prior
year, measured in 2010 U.S.
dollars

i,
()

IHS Markit, "
Global Construction Outlook,
as of: January 2018

@ www.ihs.com
\

“Year Ended December, current
prices: Source Macromonitor:
Australia Construction Outlook,
January 2018
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IHS Markit, Global Construc-
tion Outlook (as of January
2018)

2Source unless otherwise
specified: IHS Markit, Global
Construction Outlook, as of
January 2018 and Eurocon-
struct, November 2017

41HS Markit, Country Report
United States, January 2018

9IHS Markit, Global Construc-
tion Outlook, Exec. Summary,
October 2017

®Macromonitor: Australian
construction outlook, June
2017 and November 2017
7'Based on Commonwealth of
Australia data, Budget 2017-18:
Stronger growth to create more
and better paying jobs, May
2017, page 8, accessed June 6,
2017

3 Coalition agreement 2017—
2021 of October 10, 2017
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Regionally speaking, Asia-Pacific heads the global
growth table in 2017 and 2018 (with just under 4.5%
each year).)

Transportation infrastructure

Trend in the markets and market segments
served by HOCHTIEF?

Transportation infrastructure is globally the fastest-
growing infrastructure segment with 5.6% growth in
2017 and close to 7% expected in 2018.

In Western Europe, the reporting period brought stable
growth rates of 2.2%, just under 2% growth is expected
for 2018.

Germany is in the leading group in Western Europe in

terms of growth. Efforts to reduce the investment backlog
in transportation infrastructure are showing results. This

segment thus grew by 6.8% in 2017; the growth rate is
expected to remain high at 5.4% in 2018. In roadbuild-

ing, this mainly relates to investment in bridge mainte-
nance, bridge construction, and highway upgrading.

In the United Kingdom, there was a downturn as pro-
jected in 2017. However, the rate of decline is expected
to slow down in 2018. Most investment in the years
through to 2020 will be in new build projects.

Robust growth is indicated for the Netherlands in 2017
and 2018. Central government investment spending
will focus on roadbuilding in 2017 to 2019. A further EUR
2 billion has recently been added to this measure in
order to meet increases in road traffic.%)

In Eastern Europe, Poland in particular has reversed
the 2016 trend and shows strong growth figures for 2017
and 2018. An optimistic outlook for the years ahead is

also supported by updates published in the third quarter
of 2017 for the National Roads 2014-2023 program as
well as the National Railway Program.

The transportation infrastructure market in the USA
declined in 2017. This is mainly due to the fact that ini-
tiatives announced by the Trump government have so
far been delayed. The related uncertainty is reflected in
the figures.¥ Nevertheless, the market volume remained
at a very high level, totaling EUR 95.7 billion (USD 114.8
billion) in 2017. The USA—followed by China—thus ranks
second among the countries with the highest invest-
ments in the field of transportation infrastructure. The
market is expected to already recover in 2018 with
growth of almost 2%.

Canada shows consistently high growth of more than
10% in 2017 and an expectation of 8.5% in 2018. More
than EUR 100.1 billion (USD 120 billion) is expected to
flow into Canadian infrastructure over the next ten years,
with transportation infrastructure tipped to profit most
from this.®)

In Australia, the transportation infrastructure sector is
the outperformer in the entire construction industry. The
sector grew by over 30% in 2017. Growth of over 80%
is expected in the period from 2016 to 2020, mainly driven
by large urban road and rail projects.® In Australia’s
federal budget for 2017 to 2018, a total of EUR 48.9 bil-
lion (AUD 75 billion) is earmarked for road and railway
projects.”)

Public-private partnership (PPP) transportation
infrastructure projects

The German Bundestag passed a resolution on August
14, 2017 to set up an infrastructure company that will
have central responsibility for designing, building, oper-
ating, maintaining, and financing federal freeways from
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2019. The company is expressly allowed to award con-
tracts on a public-private partnership basis." Expendi-
ture of EUR 9 billion is earmarked for this purpose in
the current budget for the years ahead, in addition to
ongoing tenders.?

In the Netherlands, PPP projects with a construction
contract value of some EUR 2 billion are planned in the
transportation infrastructure segment for 2018 and
2019.9

In a series of three PPP road projects in Norway—fol-
lowing the submission of tenders for the Rv3/25 proj-
ect—the second project, the Rv555 Sotrasambandet,
is to be put out to tender in spring 2018. The tendering
procedure for the third project, E10/Rv85 Tjeldsund-
Langvassbukt, is scheduled to begin in early 2019.4

For 2018, the Czech Ministry of Transport plans to launch
a market tender for a first pilot PPP road project, the D4
Haje-Mirotice, based on the design-build-finance-operate
business model.?)

Since 2011, the United Kingdom Government has
published a regularly updated pipeline of infrastructure
projects. The Analysis of the National Infrastructure and
Construction Pipeline issued by the Infrastructure and
Projects Authority on December 7, 2017, sets out more
than EUR 518 billion (GBP 460 billion) of committed
spend but also takes into account government plans to
sustain investment long term, as demonstrated by the
decision to give the National Infrastructure Commission
a fiscal remit of 1.0 to 1.2% of GDP. This means that an
overall estimate for the next decade will see around EUR
676 billion (GBP 600 billion) of public and private invest-
ment in infrastructure. The UK government aims to invest
over EUR 271 billion (GBP 240 billion) in the pipeline
from 2017/2018 to 2020/2021, including EUR 88.5 billion
(GBP 78.5 billion) allocated to transportation infrastruc-
ture.®

The U.S. PPP market has signs of further progress.
Four infrastructure projects, including a major transpor-
tation project in Colorado which had been under pro-
curement for over two years, reached financial close in
2017 with a total volume of around EUR 4.8 billion (USD
5.765 billion). Eight other projects with a total investment
amount of around EUR 6.1 billion (USD 7.375 billion)
were in the bid phases or preferred bidder stages at
the end of 2017.7)

Canada remains the leader in the North American PPP
market in volume and number of transactions. PPPs
continue to play a major part in infrastructure develop-
ment in the country whose deal flow is in very good
shape.® Infrastructure Ontario released its 20179 mar-
ket update showing 15 social infrastructure projects
and 17 civil infrastructure projects with a value of EUR
10.5 billion (CAD 15.8 billion). Of the 32, three are Light-
Rail-Transit (LRT) projects that are in excess of EUR 0.7
billion (CAD 1.0 billion) each. Twenty-seven contracts
with a total volume of EUR 3.7 billion (USD 4.44 billion)
reached financial close in the third quarter of 2017.19
Planning for 2018 indicates that capital spending will
continue to rise, since a range of major projects such
as the Hurontario LRT (ON), Hamilton LRT (ON), and
Surrey LRT (BC) are expected to reach the market.

A relatively low cost of capital, strong demand for infra-
structure assets, and additional privatization promise
numerous new greenfield and brownfield projects' in
Australia during the next five years. New PPP con-
tracting models will also make for greater flexibility in
allocating traffic volume risk between the public and
private sector. The transportation sector is fundamen-
tally one of the main focuses for PPP projects.’?

lnfrastructure Company Es-
tablishment Act (InfraGG) of Au-
gust 14, 2017; entered into
force August 18, 2017

2 Act on the Adoption of the
Federal Budget for the Fiscal
Year 2017 (Haushaltsgesetz
2017)/part X

7)Source for figures:

InfraAmericas

3 Procurement budget June
2017 Rijkswaterstaat / Voort-
gangsrapportage DBFM(O)
2016/2017, Ministry of Finance

8InfraAmericas
9nfrastructure Ontario

4 Inframation News, August 2017

5 Inframation News, September
2017

91nfraAmericas

" See glossary.

"2 Inframation Deals Australia
January 2018 and Macromoni-
tor: Australian Construction
Outlook, November 2017

6 Analysis of the National In-
frastructure and Construction
Pipeline
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'Source unless otherwise
specified: IHS Markit, Global
Construction Outlook, as of:
January 2018 and Eurocon-
struct November 2017

3Source unless otherwise
specified: IHS Markit, Global
Construction Outlook (as of
January 2018) and Eurocon-
struct, November 2017

2Macromonitor: Australia Con-
struction Outlook, Januar 2018
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Energy infrastructure

Performance of the energy markets by country
and region?

In Western Europe, the positive trend from 2016 con-
tinues. Growth rates were just under 2.5% in 2017 and
are expected to pick up pace to over 3% in 2018.

Although Germany’s growth rates are similar to those
of Western Europe as a whole, investment in conven-
tional power generation continues to be small to date.
Investment in electricity grids cannot completely make
up for this. It is also likely that the urgently needed up-
grade and expansion of the power grid will be delayed
beyond 2025 due to red tape, planning hurdles, and
public protests.

Austria’s market for energy infrastructure grew strongly
in 2017, at just under 10%. Growth of almost 6% is an-
ticipated for 2018. The drivers here include investment
in electricity grids over the coming years.

The energy infrastructure market in the USA is moving
in step with the transportation infrastructure market,
contracting in 2017. However, a recovery with growth
of over 2% is expected for 2018.

The Australian market (excluding mining) shows mixed
trends. The oil and gas sector is subject to ongoing
declining investment in 2017/2018. In contrast, the power
and utilities subsector is holding its own, growing by
more than 17% in 2017 and with slightly under 7% growth
expected for 2018.2)

Social and urban infrastructure

Performance of the building construction
markets by country and region®

The Western European building construction market
(excluding residential construction) grew by 2.0% in the
reporting year. Growth was thus slightly higher (by 0.3
percentage points) than in the previous year. About the
same level of growth (1.9%) is expected for 2018. Build-
ing construction (excluding residential construction) in
Germany grew strongly by 4.3%. This marks a signifi-
cant increase on the prior-year growth rate. Companies
are increasingly investing in new construction projects.
Reasons include the economic upturn in Europe coupled
with favorable financing terms. Experts believe that this
growth can be maintained in 2018 and will even increase
slightly to 4.4%. Office buildings (5.3%) and institutional
properties (6.5%) see a particularly positive development.

In Eastern Europe, strong growth of 6.3% was re-
corded again after the decline in 2016. Growth rates in
Poland (15.0%) were particularly high. First and fore-
most, this can be put down to a significant year-on-year
increase in EU funding for the construction of govern-
ment and commercial buildings (excluding residential
construction). Growth is expected to also remain high
in the Polish market in 2018.

Following high prior-year growth rates (4.8%), the build-

ing construction sector (excluding residential construc-
tion) in the USA contracted by 2.0% in the reporting

year. A slight decrease is also expected for 2018 —though
slightly smaller, at 1.2%, especially due to the recovery
of the industrial property market. At EUR 324.5 billion
(USD 389.2 billion), the level continues to be very high.
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In Canada, the decline in building construction (exclud-
ing residential construction) continued, with a reduction
of 3.7%. Experts only project a return to a growth of
0.3% for 2018. Successfully stopping the slowdown in
the office properties segment is a key factor for this
better prospect.

The Australian commercial/industrial construction
market is growing strongly. Growth was 8.7% in the re-
porting period and is expected to accelerate sigificantly
once more in 2018. Geographically speaking, growth in
the next few years will be mainly driven by the economi-
cally strong regions of New South Wales and Victoria."

PPP social and urban infrastructure projects

In Germany, a total of 193 building construction proj-
ects worth some EUR 6.3 billion have been carried out
on a PPP basis since 2002. At the beginning of 2017,
48 projects were at the tendering stage and an esti-
mated 100 building construction projects—mainly in
the education, administration, safety, and leisure seg-
ments—were at the preparation and design stage.?

For 2018, we continue to expect a rise in demand® as
the need for investment in public infrastructure is un-
abated. This is due to an enormous repair backlog and
also new challenges such as schools expansion (due
to changes such as fast-track secondary schooling and
inclusive education), secure facilities, offices, and town
halls.

In Poland, a total of 16 tenders were published during
the reporting year on a PPP basis and under the Con-
cessions Act. Thirty-nine projects were at the negotiat-
ing phase. Six PPP contracts and concessions were
signed in 2017. A national PPP policy and PPP pipeline
have been drawn up and adopted by the government.
These measures set the direction for how the Polish PPP
market is to evolve over the years ahead.”

Over 370 social infrastructure projects have been com-
pleted in the UK since 2010. The investment pipeline
contains 184 social infrastructure projects, programs
and other investments with a total value of EUR 48.6
billion (GBP 43.1 billion) to 2020/2021.5

5 Analysis of the National In-
frastructure and Construction
Pipeline

In the U.S., two projects with a total volume of around

EUR 200 million (USD 240 million) are currently under
procurement.® 8InfraAmericas
PPP projects continue to play a significant role in Canada.
A key part of the government’s current PPP plans is
the continued provision of considerable funds for new
infrastructure. Ontario has had a stable pipeline of social
infrastructure projects in the past. The latest update to
current projects announced in November 20177 in-
cludes seven new hospitals and four justice facilities
with a combined value of over EUR 3.7 billion (CAD
5.50 billion).

'Macromonitor: Australia Con-
struction Outlook, November
2017 and January 2018

Mnfrastructure Ontario

Project plans in British Columbia’s were delayed due to
the recent provincial election but will bring two major
healthcare projects and a courthouse, with a combined
volume of EUR 1.3 billion (CAD 2 billion) to the market
in 2018.9)

2 Partnerschaft Deutschland, as
of November 30, 2017

9Source: State of North
Rhine-Westphalia Ministry of
Finance and Bundeskongress
Offentliche Infrastruktur

The market for social PPP infrastructure projects in
Australia continues to be stable, for example in areas
such as prisons and social housing. In New South
Wales (NWS)—among other projects—a PPP-based,
600-bed prison is being constructed in the city of Graf-
ton. In NSW, PPP projects in social housing are being
evaluated by the Premier’s Innovation Initiative.?

8 Partnershipsbc

9lnframation Deals Australia

4PPP platform of the Polish

Ministry of Infrastructure and
Development, as of January
2018
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'Source unless otherwise
specified: Australian Govern-
ment, Office of the Chief Econo-
mist, Resources and Energy
Quarterly, December 2017
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Top three exporters of thermal coal (million t)
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Contract mining

Performance of the resources markets by
country and region”

Global growth in demand for resources caused Austra-
lian export revenues to rise to a record EUR 139.5 billion
(AUD 214 billion) in 2017-2018.

Through companies Thiess and Sedgman of our Aus-
tralian CIMIC Group, HOCHTIEF is able to profit from
this growth as a leading provider of mining services in
the contract mining and mineral processing sectors.

Some 80% of all Australian thermal coal output is ex-
ported, making Australia the world’s second largest ex-
porter. Indonesia, where the CIMIC Group is active, wil
remain at the top of the biggest export countries in the
next few years. Prices for thermal coal remain at a rela-
tively high level, reaching over EUR 75 (USD 90) per
metric ton in September 2017. This trend, combined
with stronger demand globally, shows the market’s un-
broken attractiveness.

2018f 2019f

Growth in global iron ore trade stood at 2.4% in 2017
and is expected to climb by 2% in 2018. Australia con-
tinues to dominate this market with a share of over
50%. Growth in Australia even outstrips global growth
significantly, meaning that its share in 2018 will rise to
just under 55%. This underscores the positive prospects
for mining services in this sector.
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Services business

The Australian? services market as a whole is esti-
mated to total about EUR 25.7 billion (AUD 39.5 billion)
in 2017/2018 and is expected to grow steadily over the
years ahead. CIMIC’s services activities comprise engi-
neering, construction, maintenance, and operation serv-
ices in the rail, transportation, technology, energy, re-
sources, water, renewable energy, and defense sectors.
The external market—meaning the portion relevant to
private-sector entities such as our CIMIC subsidiary
UGL—is expected to run to EUR 14.2 billion (AUD 21.8
billion) in 2017/2018. That corresponds to a share of
55% on the market as a whole. The external market is
expected to grow 5.2% annually by 2020/2021 and
thus to significantly exceed growth in the market as a
whole. The main growth drivers are the mining, trans-
portation infrastructure, oil and gas sectors. This shows
the excellent prospects for HOCHTIEF to profit from
this market growth over the long term through CIMIC’s
subsidiary UGL.

In Germany?, HOCHTIEF returned to the facility man-
agement (FM) services market via subsidiary synexs in
2016. According to the latest Linendonk study, the ex-
ternal FM market grew to just under EUR 53 billion in
2016, marking an increase of more than 4%. With regard
to revenue growth, too, the outlook for FM providers in
Germany remains very positive. An annual increase of
about 5% is thus expected annually from 2018 onwards.

External services market in Australia (AUD bn)®

111

27
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o w o ©

9 Year Ended June, constant
prices 2013-14

'Source unless otherwise
specified: BIS Oxford Economics
(2016) Maintenance in Australia
2016 to 2032

2'Source unless otherwise
specified: LUnendonk study
2017 “Facility-Service-Unter-
nehmen in Deutschland” (facility
services companies in Ger-
many)

Group Report 2017 43

Group Management Report




Group Management Report

I Percentages calculated on
EUR million basis.

44 Group Report 2017

Order and Work Done in 2017
Sustained strong new orders and significant

growth in work done

HOCHTIEF once again substantially increased new
orders in 2017. Work done likewise grew in conjunction
with continued focus on the core business.

New orders: Substantial increase with balanced
contract spread

The Group’s nominal new orders were once again above
the prior year, with a 23% increase from EUR 24.81
billion in 2016 to EUR 30.44 billion in 2017.)

The HOCHTIEF Americas division set a new record in
new orders for what is already the fourth year in a row.
New orders were received in the amount of EUR 15.38
billion, marking an increase of 13% on 2016. This con-
tinued strong performance is notably due to successful
contract bidding by Turner, making it possible to further
extend the very good market position.

The HOCHTIEF Asia Pacific division, too, once again
secured large construction contracts in the infrastructure
segment and long-term contract mining contracts. With
the integration of UGL fully completed in the reporting
year, the services business also contributed significantly
to the substantial rise in new orders by 45% to EUR
13.00 billion, compared with EUR 8.95 billion in the
prior year.

New orders in the HOCHTIEF Europe division totaled
EUR 1.96 billion and were thus below the prior-year
level of EUR 2.10 billion, which included unusually large
contracting orders.

Work done: Positive performance at higher level
Group work done increased relative to the EUR 22.29
billion prior-year figure by 10% to EUR 24.52 billion.

The HOCHTIEF Americas division notched up a new
record for the fifth consecutive year with EUR 11.63
billion and 5% growth on the prior year.

A major share of the positive performance for HOCHTIEF
as a whole was accounted for by the Asia Pacific divi-
sion. Group company UGL in particular contributed to
the substantial improvement here. Work done rose to
EUR 10.89 billion in 2017, equivalent to an increase of
20% year on year.

The 3% decrease in work done in the HOCHTIEF Europe
division to EUR 1.89 billion is a result of the ongoing
transformation within the division and of focusing on the
core business.

International work done accounted for approximately
96% of Group work done. Based on the figures pub-
lished in the 2016 Annual Report, HOCHTIEF was
once again among the leaders in the annual Top 225
International Contractors ranking published by trade
magazine Engineering News-Record, occupying second
place.



Order backlog: Solid springboard for further
positive growth in work done

The Group order backlog increased to EUR 44.64
billion. Year on year, the order backlog consequently
went up by EUR 1.56 billion, representing growth of
4%.

With an order backlog of EUR 17.52 billion, the HOCHTIEF
Americas division was up 10% on the already high prior-
year figure.

The order backlog in the HOCHTIEF Asia Pacific divi-
sion amounted to EUR 23.47 billion and was thus at the
prior-year level of EUR 23.30 billion.

At EUR 3.66 billion, the order backlog in the HOCHTIEF
Europe division is 6% down on the EUR 3.89 billion prior-
year figure.

Based on current Group work done on a full-year basis,
the Group order backlog represents a large forward
order book of 22 months. This highly favorable position
in terms of orders and work done is supplemented by a
very strong tender pipeline in our key markets for 2018
and beyond.”

IFor further information, please see the Markets section starting on page 37.

New orders
EUR billion

30.44

24.81

2016 2017

Work done

EUR billion
24.52

22.29

2016 2017

Order backlog

EUR billion
4300 2464
2016 2017

New order
by region

America 50.6 %
M Asia/Pacific/Africa  42.7 %
B Germany 2.9 %

Eastern Europe 1.6 %
H Rest of Europe 2.2%

100 % = EUR 30.44 billion

Work done
by region

America 47.6 %
M Asia/Pacific/Africa 44.5%
M Germany 4.4 %

Eastern Europe 1.8 %
M Rest of Europe 1.8 %

100 % = EUR 24.52 billion

Order backlog
by region

a

M Asia/Pacific/Africa 52.6 %

America 39.2 %
M Germany 5.5 %
Eastern Europe 11 %
M Rest of Europe 1.6 %

100 % = EUR 44.64 billion
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The new ista headquarters in Essen provide offices for some 470 employees that come complete with a feel-good

factor. HOCHTIEF designed and built the cutting-edge office property, which is seeking DGNB gold certification, in
close consultation with the client and eventual occupants. Dubbed Silberkuhlsturm (silver pit tower), the building
completed in November 2017 features flexible floorplans and an interior concept defined by openness and trans-

parency. Not only the open-plan offices and communication areas, but also meeting points and the contemporary

tea kitchens invite people at all levels to engage in teamwork. Even on the two roof terraces.



Value creation 2017

Value added analysis shows how HOCHTIEF generates
added value while quantifying how the various public
and private stakeholder groups benefit as a result.

In the 2017 reporting year, HOCHTIEF continued to rigor-
ously pursue its strategic path in order to further in-
crease profitability and liquidity. Sustainability in our activi-
ties resulted in a renewed listing in the Dow Jones
Sustainability Index (DJSI). This commitment to sustain-
ability further enhances our attractiveness to custom-
ers as well as on the capital and labor markets.

Net value added as a percentage of Group perform-
ance was 22.5% in 2017, above the prior-year level. The
HOCHTIEF Group once again distributed the lion’s
share of net value added in 2017 to employees, as in
past years. This large proportion of value added means
that we can continue offering attractive employment on
fair terms. Distributions to minority shareholders ac-
counted for EUR 161.8 million of value added in 2017.
The increase relative to the prior year relates to the
higher dividend.

At 4.7% (EUR 241.1 million), the proportion of value
added distributed to public authorities in 2017 was
once again on a par with the prior year.

In today’s difficult, low-interest market environment,
HOCHTIEF’s favorable credit standing makes it an en-
duringly attractive investment opportunity for lenders
and equity investors. The proportion of value added dis-
tributed to lenders in 2017 was EUR 158.2 million—a
further decrease on the prior year due to the reduction
in debt. HOCHTIEF aims to afford shareholders their
commensurate share in the Group’s positive earnings
performance. The correspondingly higher dividend in
2017 resulted in a significant increase in the portion
distributed to our shareholders and the Group itself, to
EUR 420.7 million or 8.2% of net value added.

Sources of value added

2017 2016

EUR million % EUR million %
Sales 22,631.0 99.5 19,908.3 98.6
Changes in inventories (53.6) -0.2 (93.0) -0.5
Other operating income 171.4 0.8 372.5 1.8
Corporate performance 22,748.8 100.0 20,187.8 100.0
Materials (16,229.4) -71.3 (14,778.2) -73.2
Other operating expenses (1,239.1) -5.4 (1,208.1) -6.0
Other investment expenses (37.2) -0.2 (38.5) -0.2
Input costs (17,505.7) -77.0 (16,024.8) -79.4
Investment and interest income 87.1 0.4 87.4 0.4
Net income from participating interests 176.6 0.8 114.9 0.6
Gross value added 5,506.8 24.2 4,365.3 21.6
Depreciation and amortization (395.6) -1.7 (287.7) -1.4
Net value added 5,111.2 22.5 4,077.6 20.2
Distribution of value added

2017 2016

EUR million % EUR million %
Employees 4,129.4 80.8 3,295.1 80.8
Lenders 158.2 3.1 161.8 4.0
Non-controlling interests 161.8 3.2 113.0 2.8
Public authorities 2411 4.7 187.2 4.6
Group and shareholders 420.7 8.2 320.5 7.9
Net value added 5,111.2 100.0 4,077.6 100.0
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Expanding Copenhagen’s infrastructure, especially its local public transport system, is an ambitious large-scale
project. It includes building a subway ring, parts of which have already been completed, to further ease the city’s
strained traffic situation. As part of a joint venture, HOCHTIEF is responsible for constructing the Nordhavn con-
nector. The work includes building two tunnel tubes approximately 1,600 and 1,800 meters long, plus the Nord-
havn subway station, to be delivered on a turnkey basis by 2020. Space constraints due to the construction site’s
downtown location pose logistical challenges. But HOCHTIEF is right on track: In the reporting year, excavation of
the second tunnel was also successfully completed. In the future, driverless trains will glide through the tunnels,
transporting several thousand people at three-and-a-half-minute intervals.



Financial Review

Overview

HOCHTIEF’s financial performance in 2017 has continued
the very positive development seen in the last years.
The Group once again delivered strong gains in sales
and profit. At the same time, we made progress in cash
generation and further increased our order backlog. At
the end of 2017, HOCHTIEF’s net cash position marked
a strong improvement on the prior year to EUR 1.3 billion.
Consequently, we have strengthened our position once
again in 2017.

Sales growth across all divisions

Sales generated from January to December 2017
came to EUR 22.6 billion, up 14% on the prior-year
figure (EUR 19.9 billion). In addition to organic growth, a
notable factor here was the sales contribution from
UGL, the Australian services company acquired by
CIMIC at the end of 2016. Sales growth was broadly
based overall, with improvements across all divisions.

Sales

(EUR million) 2017 2016 Change
HOCHTIEF Americas 11,838.9 10,905.8 8.6%
HOCHTIEF Asia Pacific 9,077.0 7,303.0 24.3%
HOCHTIEF Europe 1,609.0 1,596.5 0.8%
Corporate 106.1 103.0 2.9%

HOCHTIEF Group 22,631.0 19,908.3 13.7%

The HOCHTIEF Americas division focuses on the Ameri-
can construction market, primarily in the U.S. and Canada,
providing a broad portfolio of building and infrastruc-
ture construction products and services through our
subsidiaries Turner and Flatiron. Turner strengthened
its leading position in the U.S. building construction mar-
ket and consolidated its excellent market standing in
the offices, education, IT, healthcare, and hotel segments.
It also leads in green building. Flatiron, our civil engi-
neering subsidiary, primarily specializes in infrastructure
projects in the road, rail, and energy sectors. In total,
the HOCHTIEF Americas division generated sales in the
amount of EUR 11.8 billion, exceeding the prior-year
figure (EUR 10.9 billion) by 9%, adjusted for foreign ex-

change rate effects the increase would have even
amounted to 12%.

The HOCHTIEF Asia Pacific division increased sales in
2017 relative to the prior-year period (EUR 7.3 billion) by
a strong 24% to EUR 9.1 billion. This mainly reflected
the pronounced upward trend at our Australian Group
company CIMIC, which comfortably exceeded prior-
year sales of AUD 10.8 billion with AUD 13.4 billion in
2017. CIMIC benefited here from sales contributed by
UGL, which were included in the CIMIC Group on a
full-year basis for the first time in 2017 (consolidated
from November 24, 2016). Organic growth in CIMIC’s
core activities also had a positive effect on sales per-
formance. As the average Australian dollar exchange
rate stayed virtually unchanged relative to the prior
year, exchange rate effects were of minor significance

The performance of the
HOCHTIEF Asia Pacific division
reflects HOCHTIEF’s stake in
CIMIC (72.7% at the end of De-
cember 2017, unchanged year
on year) as well as associated
financing and holding costs,
and the impact of variations in
the AUD/EUR exchange rate.

at divisional level.

The HOCHTIEF Europe division focuses on the core
business segments of infrastructure and building con-
struction, public-private partnerships (PPP), and engi-
neering services in selected European markets. To these
are added non-core activities in real estate develop-
ment. In 2017, the HOCHTIEF Europe division gener-
ated sales of EUR 1.6 billion, marking a slight increase
on the prior year. Sales increased further notably in
our major core business of construction.

In markets outside of Germany, the HOCHTIEF Group
recorded sales of EUR 21.8 billion in 2017. The propor-
tion of sales generated internationally in relation to total
sales stood at 96%, slightly higher than in the prior year
(95%).

Strong profit growth driven by increased sales
and improved margins

The HOCHTIEF Group’s earnings figures developed
very positively in 2017, showing dynamic profit growth
compared with the prior year. This was rooted in our
operational units’ profitability improvements resulting
from the transformation and realignment of our busi-
ness model.
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Operational Statement of Earnings

2017 2016 Change
(EUR million) (restated)
Profit from operating activities 764.9 628.5 21.7%
+ Share of profits and losses of equity-method associates and joint ventures 115.2 751
+ Net income from other participating interests 61.3 39.8
— Netincome from long-term loans to participating interests (87.3) (27.8)
Operational earnings (EBIT) 904.1 715.6 26.3%
+ Ordinary depreciation and amortization 390.3 280.9
EBITDA 1,294.4 996.5 29.9%
+ Investment and interest income 87.1 87.4
— Investment and interest expenses (204.9) (210.1)
+ Net income from long-term loans to participating interests 37.3 27.8
— Ordinary depreciation and amortization (890.3) (280.9)
Profit before tax 823.6 620.7 32.7%
— Income taxes (241.1) (187.2)
Profit after tax 582.5 433.5 34.4%
— Non-controlling interest (minority interest) (161.8) (113.0)
Consolidated net profit 420.7 320.5 31.3%

Profit from operating activities in 2017 came to
EUR 765 million, 22% above the prior-year figure
(EUR 629 million).

Net income from equity-method associates and
joint ventures improved by EUR 40 million on the
prior year (EUR 75 million) to EUR 115 million. This in-
crease was primarily due to higher earnings contribu-
tions from joint ventures. Net income from other par-
ticipating interests came to EUR 61 million—a rise of
EUR 21 million on the prior-year figure (EUR 40 million).
This mainly reflected higher income from long-term
loans to participating interests.

EBIT showed a clearly positive trend, increasing by 26%
from EUR 716 million in the prior year to EUR 904 million
in 2017.

Net investment and interest income/expenses im-
proved compared with the prior year (negative EUR 123
million) by EUR 5 million to a negative EUR 118 million.
Alongside lower interest expenses, a marginal increase
in interest income also played a part here. HOCHTIEF
successfully refinanced a EUR 1.7 billion long-term syn-
dicated credit facility ahead of schedule in August 2017.
A core element of the Group’s long-term financing strat-
egy, this facility was secured at considerably more fa-
vorable terms.
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Group divisions make further progress in
earnings performance

HOCHTIEF once again delivered a very positive earn-
ings performance in 2017. All Group divisions made
progress, contributing to the Group’s success with sig-
nificant improvements. After increasing nominal profit
before tax (PBT) to EUR 621 million in the prior year,
HOCHTIEF delivered further substantial growth in the
reporting year, with a rise of 33% to EUR 824 million.

Profit before tax (PBT)
(EUR million) 2017 2016 Change
HOCHTIEF Americas 254.0 203.8 24.6%
HOCHTIEF Asia Pacific 578.9 4319  34.0%
HOCHTIEF Europe 32.5 18.7 73.8%
Corporate (41.8) (33.7) -24.0%
Group nominal PBT 823.6 620.7 32.7%
One-off items 42.2 56.8 -25.7%
Restructuring 7.9 21.7 -63.6%
Investments/Divestments 13.4 (158.3) -
Impairments 10.5 186.4 -94.4%
Other 10.4 7.0 48.6%
Group operational PBT 865.8 677.5 27.8%

The HOCHTIEF Americas division delivered a positive
performance on all fronts in 2017. Nominal PBT rose by
25% year on year to EUR 254 million. On sales of EUR
11.8 billion, the PBT margin increased by 20 basis points
1o 2.1% for 2017. Profits and margins expanded at both
Turner and Flatiron.

The HOCHTIEF Asia Pacific division’s nominal PBT
advanced by 34% year on year to EUR 579 million. This
strong increase was partly driven by sales growth of
24% due to both the contribution from services com-
pany UGL (acquired in Q4 2016) as well as organic
growth in the core markets in which CIMIC operates.
Furthermore, margins expanded. The divisional PBT
margin rose 50 basis points to 6.4%. All of the CIMIC
Group’s core businesses of construction, contract
mining and services achieved increased profits.

The positive trend in the performance of the HOCHTIEF
Europe division continued during 2017. PBT increased
by EUR 14 million year on year to EUR 33 million. On
sales of EUR 1.6 billion, the division’s profitability also
progressed significantly with the PBT margin expand-
ing to 2.0% compared with 1.2% in 2016.

Operational PBT—meaning nominal PBT adjusted for
one-off items and asset disposals—increased in the
reporting period by 28% to EUR 866 million. The sum
total of one-off items adjusted out of nominal PBT
went down by 26% year on year to EUR 42 million.

Income tax expense came to EUR 241 million in 2017
(2016: EUR 187 million). The 29% increase relative to
the prior year is consistent with the improvement in PBT.
As in the prior year (30%), the effective tax rate of 29%
was at a normal level.

The strong earnings performance is also evident in
profit after tax. The HOCHTIEF Group’s profit after
tax came to EUR 582 million in 2017, up 34% on the
prior-year figure (EUR 433 million).

HOCHTIEF likewise recorded substantial growth in
consolidated net profit. At EUR 421 million, this was
31% higher than the prior-year figure (EUR 320 million).
Non-controlling interests totaled EUR 162 million and—
as in the prior year (EUR 113 million)—mostly related to
the CIMIC Group. With the shareholding in CIMIC un-
changed, the increase primarily related to the higher con-
solidated net profit at CIMIC and the larger profit share,
related to non-controlling interests, of joint ventures in
the HOCHTIEF Americas division.

Group Report 2017

51

Group Management Report



Group Management Report

52 Group Report 2017

Consolidated net profit

(EUR million) 2017 2016 Change
HOCHTIEF Americas 162.6 128.1 26.9%
HOCHTIEF Asia Pacific 275.4 2174  26.7%
HOCHTIEF Europe 23.7 12.5 89.6%
Corporate (41.0) (87.5) -9.3%
Group nominal
net profit 420.7 320.5 31.3%
One-off items 31.6 40.7 -22.4%
Restructuring 6.1 18.4 -66.8%
Investments/
Divestments 13.0 (107.1) -
Impairments 7.9 122.4  -93.5%
Other 4.6 7.0 -34.3%
Group operational
net profit 452.3 361.2 25.2%

The HOCHTIEF Americas division raised consolidated
net profit relative to the prior year (EUR 128 million) by
27% to EUR 163 million.

After EUR 217 million in the prior year, the HOCHTIEF
Asia Pacific division improved consolidated net profit
by 27% in 2017 to EUR 275 million. This strong increase
is chiefly attributable to the CIMIC Group’s high-margin
growth and larger earnings contribution.

The HOCHTIEF Europe division sustained the positive
trend in consolidated net profit. Having achieved turn-
around with a figure of just under EUR 13 million in the
prior year, the division nearly doubled consolidated net
profit in the reporting year to EUR 24 million.

The Corporate (Corporate Headquarters/Consolidation)
expense slightly increased to a negative EUR 41 million
in 2017 (2016: negative EUR 37 million) and included
costs in connection with the planned takeover of Abertis.

After one-off items and deduction of taxes and non-

controlling interests, operational consolidated net
profit came to EUR 452 million—representing an in-

crease of 25% compared with the prior year (EUR 361
million).

Cash flow

The high quality of our earnings in 2017 is also reflected
in our cash flow performance. Alongside risk control, a
prime focus when pursuing new orders in our operating
business is on the cash-based profitability of contracts.
We also continue to apply consistent and targeted work-
ing capital management.

Our net cash from operating activities was once
again at a high level in 2017, with a further improvement
on the prior year. At EUR 1.4 billion, up by EUR 199 mil-
lion, we exceeded the prior-year figure (EUR 1.2 billion)
by 17%. A substantial portion of the improvement re-
lated to the strong increase in net cash from operating
activities pre net working capital change. As a result of
the cash-based earnings improvement, HOCHTIEF raised
this figure by EUR 250 million relative to the prior year
(EUR 789 million) to over EUR 1 billion. The cash inflow
from the change in net working capital was once again
significantly positive in 2017. In this connection, as a
result of efficient working capital management, the
change in net working capital accounted for large cash
inflows of EUR 333 million, as it did in the prior year
(EUR 385 million).

Cash required for gross operating capital expendi-
ture amounted to EUR 357 million in 2017, which was
EUR 84 million higher than the prior-year figure (EUR
273 million). This primarily related to higher capital ex-
penditure at CIMIC as a result of the larger volume of
contracts in the mining business and the procurement
of project-specific equipment for infrastructure con-
struction (tunneling equipment). The majority of this,
comprising EUR 296 million (2016: EUR 199 million), was
accounted for by the HOCHTIEF Asia Pacific division.
Receipts from operating asset disposals mainly re-
sulted from the sale of project-specific assets at CIMIC,
and increased relative to the prior year (EUR 85 million)
by EUR 21 million to EUR 106 million. The cash outflow
for net operating capital expenditure amounted to
EUR 252 million, EUR 65 million more than in the previ-
ous year (EUR 187 million).
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Free cash flow from operations, up EUR 134 million
to EUR 1.1 billion (2016: EUR 986 million), underscores
the financial strength and the cash-based improvement
of our operating business.

Other investments/divestments in 2017 accounted
for a cash outflow of EUR 152 million, mainly relating to
increases in long-term loans as well as to the granting
of loans to joint ventures under CIMIC and the HOCHTIEF
Europe division. The EUR 12 million prior-year figure was
primarily the balance of the net cash outflow for purchases
of shares in the Australian companies UGL and Sedg-
man versus the cash inflow from the sale of the stake in
Nextgen.

Free cash flow (excluding changes in marketable
securities) amounted to EUR 968 million in 2017 (2016:
EUR 974 million).

Cash flow from investing activities—a cash outflow of
EUR 392 million (2016: EUR 66 million)—in the HOCHTIEF
Group Statement of Cash Flows comprised payments
for net operating capital expenditure (EUR 252 million)
and for other investments/divestments (EUR 152 million)
plus changes in marketable securities. In this last item,
disposals from the securities portfolio in 2017 resulted
in a slight cash inflow of EUR 11 million (2016: EUR 133
million).

The cash outflow under cash flow from financing
activities, at EUR 465 million in 2017, was significantly
smaller than in the prior year (EUR 1.1 billion). Debt re-
payment led to a cash outflow of EUR 2.1 billion (2016:
EUR 936 million). This was countered by a cash inflow
from new borrowing in the amount of EUR 1.9 billion
(2016: EUR 682 million). The other main factor reduc-
ing cash was the dividend payout of EUR 261 million
(2016: EUR 225 million) to HOCHTIEF shareholders and
non-controlling interests mainly relating to CIMIC’s mi-
nority shareholders. In the prior year, an additional EUR
366 million was used for stock buyback programs at
HOCHTIEF Aktiengesellschaft and CIMIC. There were
also cash outflows of EUR 277 million in 2016 from pur-

Cash flow components

(EUR million) 2017 2016 Change
Net cash from operating activities pre
net working capital (NWC) change 1,038.9 788.6 250.3
Net working capital change 333.2 384.8 (51.6)
Net cash from operating activities 1,3721 1,173.4 198.7
Gross operating capital expenditure (857.4) (272.6) (84.8)
Operating asset disposals 105.6 85.3 20.3
Net operating capital expenditure (251.8) (187.9) (64.5)
Free cash flow from operations 1,120.3 986.1 134.2
Other investments (-)/divestments (+) (151.8) (11.9)  (139.9)
Free cash flow (w/0 change in current marketable
securities) 968.5 974.2 (5.7)

chases of shares in subsidiaries—notably at CIMIC for
the takeovers of UGL and Sedgman.

HOCHTIEF had EUR 3.1 billion in cash and cash equiva-
lents at the December 31, 2017 balance sheet date,
providing it with an adequate and solid liquidity position.
This marked growth of EUR 247 million relative to the
2016 year-end figure (EUR 2.8 billion). Adjusting for the
negative impact from foreign exchange rate movements,
cash and cash equivalents would have increased by
another EUR 267 million.

Statement of Cash Flows for the HOCHTIEF
Group (Summary)?

(EUR million) 2017 2016
Net cash from operating
activities 1,372.1 1,173.4
Net operating capital
expenditure (251.8) (187.9)
Other investments (-)/
divestments (+) (151.8) (11.9)
Change in current
marketable securities 11.2 133.0
Cash flow from investing
activities (392.4) (66.2)
Cash flow from financing
activities (465.4) (1,135.6)
Net cash increase in cash
and cash equivalents 514.3 (28.4)
Cash and cash equivalents
at year-end 3,094.9 2,847.4

The full Consolidated State-
ment of Cash Flows appears on
page 162, in the Consolidated
Financial Statements and Notes
section of this Group Report.
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Balance sheet

HOCHTIEF closed 2017 with a clearly positive net cash
position and has a strong and well-structured balance
sheet. Total assets in the HOCHTIEF Group stood at
EUR 13.3 billion at the end of 2017 (December 31, 2016:
EUR 14.1 billion). The majority of changes in the balance
sheet during the reporting year relate to exchange rate
effects from movements in the U.S. dollar and the Aus-
tralian dollar. Both currencies—especially the U.S.
dollar—have depreciated against the euro since the
beginning of 2017.

Consolidated Balance Sheet

Dec. 31, Dec. 31,
2017 2016
(EUR million) (restated)
Assets
Non-current assets
Intangible assets, property, plant and equipment, and
investment properties 2,161.2 2,5611.8
Financial assets 650.7 776.5
Other non-current assets and deferred taxes 1,148.4 1,323.4
3,960.3 4,611.7
Current assets
Inventories, trade receivables and other current assets 5,864.8 6,154.6
Marketable securities, cash and cash equivalents 3,5238.7 3,310.8
9,388.5 9,465.4
13,348.8 14,077.1
Liabilities
Shareholders’ equity 2,534.1 2,571.1
Non-current liabilities
Provisions 716.5 863.5
Other non-current liabilities and deferred taxes 2,246.4 1,705.1
2,962.9 2,568.6
Current liabilities
Provisions 728.6 821.6
Other current liabilities 7,128.2 8,115.8
7,851.8 8,937.4
13,348.8 14,077.1
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Non-current assets totaled EUR 4.0 billion as of the
December 31, 2017 reporting date. This represented a
decrease of EUR 651 million on the 2016 year-end figure
(EUR 4.6 billion). Intangible assets, at EUR 1.2 billion in
total, showed a decrease of EUR 130 million, mainly
due to exchange rate effects. The majority of intangible
assets—EUR 1.0 billion—related to goodwill recognized
on initial consolidation of fully consolidated subsidiaries.
Property, plant and equipment amounted to EUR 960
million, down EUR 218 million on the prior-year figure.
Most property, plant and equipment in the HOCHTIEF
Group was accounted for by the CIMIC Group, at EUR
798 million (December 31, 2016: EUR 929 million). The
decrease here was mostly due to exchange rate changes.
Financial assets fell by EUR 126 million to EUR 651 mil-
lion, first and foremost as a result of equity-method
adjustments and exchange rate effects. Most of non-
current financial receivables in the amount of EUR 836
million related to loans by CIMIC to Group companies
and loans by the HOCHTIEF Europe division for PPP
projects. Deferred tax assets went down—mainly due
to changes in temporary differences at CIMIC—by EUR
149 million to EUR 156 million.

Current assets amounted to EUR 9.4 billion at the
end of 2017. This represented a marginal decrease of
EUR 77 million on the 2016 year-end figure (EUR 9.5
billion). Inventories were reduced during 2017 by sales
of real estate developments in the HOCHTIEF Europe
division’s real estate business. Total inventories conse-
quently went down by EUR 134 million to EUR 425 mil-
lion. Trade receivables were influenced on the one hand
by the strong growth in our operating business through
2017. On the other hand, the operational increase was
more than offset by working capital management and
exchange rate effects, as the majority of our trade receiv-
ables relate to subsidiaries in the USA and Australia.



Group Management Report: Financial Review

The net outcome was a EUR 207 million reduction in
trade receivables over the reporting year to EUR 4.8
billion. Other receivables and other assets went down
by EUR 38 million to EUR 412 million. This mainly related
to the reimbursement of claims held by the HOCHTIEF
Europe division in connection with asset disposals. The
EUR 35 million decrease in marketable securities to
EUR 429 million was primarily due to exchange rate ef-
fects. Cash and cash equivalents increased by EUR
247 million over the course of the year and stood at EUR
3.1 billion as of the 2017 year-end. Our good, solid liquid-
ity position has thus continued to improve. Assets held
for sale primarily relate to plant and equipment at CIMIC.
They went down by EUR 12 million to EUR 21 million.

The HOCHTIEF Group’s shareholders’ equity stood
at EUR 2.5 billion as of December 31, 2017 or EUR 2.9
billion if adjusted for exchange rate effects. With a nomi-
nal decrease of EUR 37 million, equity thus showed vir-
tually no change relative to the end of the prior year (EUR
2.6 billion). The increase in equity from profit after tax
(EUR 582 million) and other items (EUR 26 million) was
countered by exchange rate effects (EUR 384 million)
and dividend payments (EUR 261 million). As a result,
the equity ratio (equity to total assets) improved slightly
compared with the prior year (18%) to 19%.

The change in non-current liabilities—which went up
by EUR 394 million to EUR 3.0 billion in 2017—was pri-

marily determined by the increase in financial liabilities.

Net cash (+)/net debt (-)

This mostly related to a promissory note loan issue
launched by HOCHTIEF Aktiengesellschaft. The trans-
action, for a principal amount of EUR 500 million, served
to refinance a corporate bond issue that matured and
was paid back to bondholders in March 2017. Pension
provisions decreased by EUR 72 million to EUR 368 mil-
lion. The main effects here were the higher return on
plan assets covering future pension obligations and an
increase in the discount rate used to measure the de-
fined benefit obligation.

Current liabilities decreased substantially in the report-
ing year. As of December 31, 2017, current liabilities
stood at EUR 7.9 billion, more than EUR 1 billion below
the figure as of December 31, 2016 (EUR 8.9 billion). A
major factor here was redemption of the HOCHTIEF
Aktiengesellschaft bond issue that matured and was
repaid in March 2017. Borrowing at CIMIC was also
repaid. In total, current financial liabilities consequently
went down in 2017 by EUR 811 million to EUR 236 mil-
lion. Trade payables—which mostly relate to Turner and
CIMIC—decreased by EUR 143 million to EUR 6.4 billion,
mainly due to exchange rate effects. Current provisions
were likewise reduced, going down by EUR 93 million
to EUR 729 million. The decrease notably related to tax
provisions and personnel provisions at CIMIC.

Our strong cash flow performance had a clearly posi-
tive impact on net cash. The HOCHTIEF Group’s net
cash position reached EUR 1.3 billion as of December

(EUR million) Dec. 31, 2017 Dec. 31, 2016 Change
HOCHTIEF Americas 972.4 844.2 128.2
HOCHTIEF Asia Pacific 578.5 265.1 313.4
HOCHTIEF Europe 210.6 44.6 166.0
Corporate (495.7) (450.0) (45.7)
Group 1,265.8 703.9 561.9
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31, 2017 and thus grew by EUR 562 million relative to
the 2016 year-end (EUR 704 million). This strong growth
was driven by the significantly improved net cash from
operating activities of EUR 1.4 billion. That figure was
countered by decreases due to exchange rate effects
(EUR 291 million), net operating capital expenditure (EUR
252 million), dividend payouts by HOCHTIEF Aktienge-
sellschaft and CIMIC (EUR 240 million), and other items
(EUR 27 million). The improvement was driven by all of
the Group’s operating divisions. The HOCHTIEF Asia
Pacific division performed particularly strongly, with an
increase of EUR 313 million. Adjusting for exchange rate
effects (a negative EUR 291 million) and the cash out-
flows for dividends (EUR 240 million), the net cash posi-
tion would have climbed by EUR 1.1 billion to EUR 1.8
billion. Overall, with this strong performance, we have
further reinforced our balance sheet strength.

Securing Group liquidity long-term and optimizing
the financial structure

Financial events 20177—HOCHTIEF
Aktiengesellschaft

HOCHTIEF Aktiengesellschaft completed two refinanc-
ings in 2017 and was assigned a BBB investment grade
rating by rating agency Standard & Poor’s (S&P). In
addition, a financing facility was successfully syndicated
with a group of international banks in connection with a
takeover offer for Abertis Infraestructuras, S.A.

In March 2017, HOCHTIEF Aktiengesellschaft launched
a promissory loan note issue for EUR 500 million. The
entire proceeds from the issue were used to refinance
a 2012 bond issue for the same amount that matured
in March 2017. The notes have staggered terms of five,
seven, and ten years with significantly improved terms
and conditions.

In May 2017, S&P assigned HOCHTIEF Aktiengesellschaft
a BBB rating. This is the first debt rating for HOCHTIEF.
The rating agency emphasized HOCHTIEF’s strong bal-
ance sheet, the Group’s positive business performance,
and the improvement in its financial leverage over the
past five years. This solid investment grade rating will
contribute toward further optimizing the Group’s financ-
ing.

With the external BBB rating from S&P obtained in May
2017, HOCHTIEF Aktiengesellschaft successfully refi-
nanced its existing syndicated credit and guarantee
facility” in August 2017 at significantly improved terms
and, in doing so, secured the Group’s strategic financing
with regard to revolving credit and guarantee facilities
for the long term. The new syndicated facility for a total
of EUR 1.7 billion with a term to August 2022 and ex-
tension options of up to two more years consists of a
guarantee facility tranche totaling EUR 1.2 billion and a
credit facility tranche for EUR 500 million that can be
drawn on a revolving basis. As before, one of HOCHTIEF
Aktiengesellschaft’s most important financing instruments
is the syndicated credit and guarantee facility. The guar-
antee facility tranche, drawings on which stood at EUR
796 million as of the reporting date, permits the fur-
nishing of guarantees for ordinary activities, mainly of
the HOCHTIEF Europe division. Drawings on the credit
facility tranche are made flexibly as needed and were
zero throughout the entire year due to the good liquid-
ity position during 2017.

In October, the Executive Board and Supervisory Board
of HOCHTIEF Aktiengesellschaft resolved to submit a
voluntary public tender offer for all outstanding shares
in Abertis Infragstructuras, S.A., headquartered in Madrid
(Spain). Abertis Infraestructuras, S.A. is a Spanish stock
exchange-listed group that operates various toll road and
telecommunications businesses in Europe, the Americas,
and Asia. HOCHTIEF Aktiengesellschaft submitted the
offer document to the Spanish Securities Market Com-
mission, CNMV, on October 18, 2017. The total con-
sideration offered amounts to approximately EUR 18.6
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billion or EUR 17.1 billion excluding shares of treasury
stock held by Abertis Infraestructuras, S.A. The facility
is for a total of EUR 15 billion and was underwritten by
J.P. Morgan before submission of the Abertis offer. In
November 2017, the credit facility for financing the
planned takeover was successfully syndicated at very
competitive rates to a group of national and interna-
tional banks.

Other financing

HOCHTIEF Aktiengesellschaft also has bilateral, short-
term credit facilities to furnish operational units with
sufficient cash resources to finance day-to-day business.
These facilities, which total around EUR 144 million,
have to be renewed annually. Of such facilities, 56% have
been confirmed in writing by the banks for up to a year.
The terms are very favorable due to the HOCHTIEF
Group’s good credit standing. Drawings on these
short-term credit facilities were zero as of the reporting
date.

HOCHTIEF Aktiengesellschaft’s syndicated guarantee
facility is supplemented with bilateral guarantee facili-
ties totaling some EUR 16.47 billion as of the 2017 year-
end. This includes a bank guarantee in the amount of
the EUR 15 billion credit line provided for the financing
of the takeover and furnished by HOCHTIEF Aktien-
gesellschaft to the Spanish Securities Market Commis-
sion, CNMV, in the context of the takeover offer sub-
mitted in October 2017 for all outstanding shares in
Abertis Infraestructuras, S.A. Here again, the favorable
terms accord with the HOCHTIEF Group’s ongoing
good credit standing. The various borrowing instru-
ments secure long-term, broadly diversified funding for
the Group on borrowing terms and conditions that
continue to be attractive. None of the borrowing instru-
ments taken out by HOCHTIEF is secured and all are
pari-passu, with all lenders having equal seniority.

The syndicated and bilateral facilities are supplemented
with project-related borrowing as needed. Such bor-
rowings are each negotiated and agreed on the basis of
a specific project, can be put to flexible use, and are
repaid out of the proceeds at the latest when the proj-
ect is sold. If at all, loans are secured against project
assets themselves and, in almost all cases, any recourse
to the HOCHTIEF Group is expressly precluded.

As in the prior year, there are loans in place for the
HOCHTIEF Americas and HOCHTIEF Asia Pacific divi-
sions on a local basis. The U.S. bonding facility is very
important in this regard. This covers a total of some
EUR 6.1 billion (USD 7.3 billion) and, as before, rep-
resents the cornerstone of our funding for the U.S.
business. Both the Turner and the Flatiron groups use
this facility for bonding purposes". The local surety
bonding facility continues to be backed by a Group guar-
antee from HOCHTIEF Aktiengesellschaft. Flatiron
additionally maintains bilateral arrangements with banks
as well as a syndicated credit and guarantee facility in
the amount of EUR 233 million (CAD 350 million). These
facilities are primarily used in Canadian activities, where
bank guarantees are frequently required rather than
surety bonds.

See glossary.

With the exception of the March 2012 corporate bond
and the short-term credit and guarantee facilities, which
have to be renewed annually, HOCHTIEF Aktiengesell-
schaft had no Group borrowing arrangements falling
due in 2017. The next long-term Group borrowing ar-
rangement to fall due does so in May 2019. The May
2014 corporate bond issue has a principal amount of
EUR 500 million and a five-year initial term.

As in 2017 and prior years, HOCHTIEF Aktiengesell-
schaft will additionally continue to keep a close watch
on the financial and capital markets and take advan-
tage of any opportunities to maintain, optimize, and
further diversify the Group’s secure long-term financ-
ing.
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Financial events 2017—CIMIC Group Ltd.

CIMIC continues to have a good standing in the inter-
national capital market. One indicator of this is the im-
proved classification of CIMIC Group Limited in the in-
vestment grade rating segment. External rating agency
S&P upgraded CIMIC’s rating by one level from BBB-
to BBB. In August 2017, rating agency Moody’s like-
wise raised the rating by one level from Baa3 to Baa2.
The rating agencies gave the continued strong liquidity
and solid market position in the Australian infrastructure
construction and contract mining business as the reason
for their decisions.

As before, borrowing activities are carried out by the
holding company on a bilateral or syndicated basis.
The HOCHTIEF Asia Pacific division, whose operating
activities are conducted by the CIMIC Group, success-
fully refinanced and expanded its existing syndicated
working capital cash facility in September 2017 as part
of its long-term financing strategy. The new syndicated
working capital cash facility is for EUR 1.7 billion (AUD
2.6 billion), split across two tranches of three and five
years. It replaces the existing EUR 652 million (AUD 1
billion) facility, which matured in December 2017, as well
as a portion of the CIMIC Group’s bilateral cash facili-
ties and some maturing U.S. dollar debt. The refinanc-
ing was heavily oversubscribed due to a strong re-
sponse from lenders in Australia and Asia, allowing
the facility to be upsized.
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Summary assessment of the business situation
by the Chairman of the Executive Board
HOCHTIEF increased its earnings significantly in 2017
and improved operational net profit (excluding one-off
impacts) to EUR 452 million, raising it EUR 90 million or
25% year on year. This result is at the top end of the
guidance range HOCHTIEF communicated a year ago
of EUR 410-450 million. We want to offer our share-
holders a sustainable and attractive remuneration and
will propose to the Annual General Meeting an ordinary
dividend of EUR 3.38 per share.

Our businesses are flexible, allowing us to quickly adapt
to varying market conditions. With its broad geographic
set-up, solid financial position and a high degree of flexi-
bility, HOCHTIEF is well positioned to take advantage of
future opportunities in our regional markets. In total, our
teams have identified a pipeline worth around EUR 500
billion of relevant projects coming to our markets in North
America, Asia-Pacific and Europe in 2018 and beyond.
As a consequence of the positive Group outlook, we
expect to achieve an operational net profit in 2018 in
the range of EUR 470-520 million.

HOCHTIEF will continuously expand its position as
an innovation leader in the construction industry and
cement its strong industry position in sustainability.

Report on relations with affiliated companies

in accordance with Section 312 of the German
Stock Corporations Act (AktG)

As there is no control agreement with our major share-
holder ACS Actividades de Construccion y Servicios S.
A., the Executive Board of HOCHTIEF Aktiengesell-
schaft is required to prepare a report on relations with
affiliated companies in accordance with Section 312 of
the German Stock Corporations Act (AktG). This report
concludes with the following statement from the Execu-
tive Board:

“There was a reportable transaction under terms cus-
tomary to the market at HOCHTIEF Aktiengesellschaft
in relation to the controlling company or its affiliates in
the reporting period January 1 to December 31, 2017.
No actions were undertaken or refrained from at the in-
struction or in the interest of the controlling company or
its affiliates.”
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HOCHTIEF is working in a joint venture to expand a section of the A7 highway—one of Germany’s most important
traffic arteries—stretching from Hamburg to the Bordesholm junction in Schleswig-Holstein. As part of the expansion,
HOCHTIEF is building noise protection tunnels (in Schnelsen and Stellingen). Their covers will feature parks and
garden plots, for example, joining neighborhoods which the highway had previously separated. Not only people
but also animals stand to benefit; the plans include two green bridges, which have already been partially built, that
let red deer and other fauna cross the highway safely.
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HOCHTIEF Aktiengesellschaft (Holding
Company): Financial Review of Financial
Statements under German GAAP (HGB)

HOCHTIEF Aktiengesellschaft heads the Group’s divi-
sions as a strategic operational management holding
company. Comprising the control level, it is responsible
for the entrepreneurial goals, fundamental strategic
direction, enterprise policies, and organization of the
HOCHTIEF Group. HOCHTIEF Aktiengesellschaft’s
profits are mostly determined by net income from par-
ticipating interests, by net investment and interest in-
come, as well as by revenues and expenditure relating
to its function as a holding company.

The annual financial statements of HOCHTIEF Aktien-
gesellschaft are prepared in accordance with the Ger-
man Commercial Code (HGB) and Stock Corporations
Act (AktG). There are no recognition and measurement
changes relative to the prior year. The 2017 Annual Finan-
cial Statements and Combined Management Report of
HOCHTIEF Aktiengesellschaft and the Group are pub-
lished in the Bundesanzeiger (Federal Official Gazette).

Earnings

HOCHTIEF Aktiengesellschaft’s sales of EUR 66 million
(2016: EUR 69 million) related to the performance of its
functions as holding company and mainly comprised
remuneration for administration and other services as
well as rental income. Other operating income, at EUR
236 million, was significantly higher than the prior-year
figure (EUR 52 million). A notable factor here was income
of EUR 204 million from reversal of the writedown on
the carrying amount of the investment in HOCHTIEF
Solutions AG. Other operating expenses amounted to
EUR 78 million and were thus down EUR 38 million on
the prior year (EUR 116 million). This primarily related to
writedowns of receivables in 2016.

HOCHTIEF Aktiengesellschaft
Statement of Earnings (Summary)

(EUR million) 2017 2016
Sales 66.4 68.8
Changes in the balance of construction work in progress 0.2) 0.6)
Other operating income 235.8 51.7
Materials (13.1) (14.2)
Personnel costs (32.5) (25.1)
Depreciation and amortization 2.7) 3.2
Other operating expenses (78.2) (115.7)
Net income from financial assets 297.6 380.1
Net interest income (50.1) (56.7)
Profit before tax 423.0 285.1
Income taxes 0.3 4.9
Profit after tax 422.7 290.0
Other taxes 6.5) (0.5
Net profit/(loss) before changes in reserves 416.2 289.5
Net profit brought forward 0.1 10.1
Changes in retained earnings (199.0) (132.4)
Income from capital reduction - 12.8
Appropriation to the capital reserve - (12.8)
Distributable profit 217.3 167.2

Amounting to EUR 298 million (2016: EUR 380 million),
net income from financial assets in 2017 mainly com-
prised income from profit/loss transfer agreements and
expenses from transfer of losses. Income from profit/
loss transfer agreements totaled EUR 312 million and
exceeded the prior-year figure (EUR 245 million) by
EUR 67 million. Expenses from transfer of losses de-
creased by EUR 8 million to EUR 16 million. This mainly
reflected the turnaround at HOCHTIEF Solutions AG.
Whereas there were still expenses from transfer of
losses in the prior year, the Company had income from
profit/loss transfer agreements in the reporting year.
Due to lower interest expenses, net interest income im-
proved compared with the prior year (negative EUR 57
million) by EUR 7 million to a negative EUR 50 million.
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HOCHTIEF Aktiengesellschaft’s net profit before
changes in reserves amounted to EUR 416 million in
2017 and was thus substantially higher than in the
prior year (2016: EUR 290 million).

Balance sheet

In keeping with its function as a holding company,
HOCHTIEF Aktiengesellschaft’s balance sheet is domi-
nated by financial assets and receivables from affiliated
companies. These items accounted for 93% of total
assets as of the December 31, 2017 reporting date
(December 31, 2016: 88%).

HOCHTIEF Aktiengesellschaft’s financial assets as of
December 31, 2017 mostly related to shares in affiliated
companies. These stood at EUR 2.9 billion, up EUR
255 million on the prior-year figure (EUR 2.6 billion). Most
of the additional amount was accounted for by the re-
versal of the writedown on the carrying amount of the
investment in HOCHTIEF Solutions AG. The largest
items in shares in affiliated companies comprised the
carrying amounts of the investments in HOCHTIEF Asia
Pacific GmbH, HOCHTIEF Americas GmbH, HOCHTIEF
Solutions AG, and HOCHTIEF Insurance Broking and
Risk Management GmbH.

Receivables and other assets went up, primarily in
connection with intra-Group financial management,
by EUR 47 million to EUR 619 million.

The increase in prepaid expenses by EUR 23 million
to EUR 32 million mainly related to borrowing costs to
finance the planned takeover of Abertis Infraestructuras,
S.A.

Marketable securities reported under current assets
stood at EUR 1 million, as in the prior year.

Cash and cash equivalents decreased—mostly due to
liquidation of holdings at banks—by EUR 193 million to
EUR 148 million.

HOCHTIEF Aktiengesellschaft Balance Sheet
(Summary)

Dec. 31, Dec. 31,
(EUR million) 2017 2016

Non-current assets

Intangible assets and property,
plant and equipment 23.5 26.6

Financial assets 2,879.4 2,625.9
2,902.9 2,652.5

Current assets

Inventories, receivables and

other assets, and prepaid

expenses 665.0 595.4

Cash and cash equivalents,

and marketable securities 149.2 342.4

814.2 937.8

Excess of plan assets over

obligations 17.9 18.8

Total assets 3,735.0 3,609.1

Shareholders’ equity 1,682.2 1,431.7

Provisions 101.4 92.9

Liabilities 1,951.4 2,084.5

Total liabilities 3,735.0 3,609.1

HOCHTIEF Aktiengesellschaft’s subscribed capital is
divided into 64,300,000 no-par-value shares. Deducting
the amount of capital stock represented by treasury
stock still held, subscribed capital stands at EUR 164
million.

In accordance with Section 58 (2a) AktG, the Executive
Board transferred part of the amount of the reversal of
the writedown on the carrying amount of the investment
in HOCHTIEF Solutions AG—EUR 199 million—from
net profit for the year to other retained earnings.

Equity came to the equivalent of 45% of total assets. The
equity ratio (equity to total assets) consequently im-
proved by five percentage points compared with the
prior year (40%).

Liabilities went down relative to the prior year-end by

EUR 133 million to EUR 2.0 billion. The majority of this
related to bonds, at EUR 1.3 billion. These decreased
by EUR 521 million compared with the prior year due to



Group Management Report: HOCHTIEF Aktiengesellschaft (Holding Company): Financial Review

redemption of the bearer bond issue maturing in March
2017. To refinance this bond issue, HOCHTIEF Aktien-
gesellschaft launched a EUR 500 million promissory
loan note issue on the capital market. The EUR 125 mil-
lion (2016: EUR 263 million) in amounts due to affiliated
companies largely related to intra-Group financial man-
agement.

Out of the total figure for bonds as of December 31, 2017,
a carrying amount of EUR 508 million relates to a bearer
bond issued in May 2014 with a nominal coupon of
2.625% and maturing in May 2019. In addition, a bearer
bond issued in March 2013 is accounted for with a
carrying amount of EUR 773 million. The bond matures
in March 2020 and carries a coupon of 3.875%.

HOCHTIEF Aktiengesellschaft’s net profit before changes
in reserves for 2017 was EUR 416 million. Deducting
the appropriation to retained earnings (EUR 199 million)
and adding in profit carried forward (EUR 0.1 million),
distributable profit stands at EUR 217 million.

Executive Board proposal for the use of net profit
The Executive Board proposes a resolution on the use
of net profit as follows:

The distributable profit of HOCHTIEF Aktiengesellschaft
for 2017 in the amount of EUR 217,334,000.00 will be
used to pay a dividend of EUR 3.38 per eligible no-par-
value share for the capital stock of EUR 164,608,000.00,
divided into 64,300,000 no-par-value shares.

The dividend is payable on July 6, 2018.

The amount that would have been payable on shares
of treasury stock held by the Company as of the day of
the Annual General Meeting and that, under Section
71b of the German Stock Corporations Act (AktG), are
not eligible for a dividend will be carried forward. As of
the date of preparation of the annual financial statements,
February 20, 2018, HOCHTIEF Aktiengesellschaft held

a total of 44,287 shares of treasury stock, which would
mean an amount of EUR 149,690.06 to be carried for-
ward. The number of no-par-value shares with dividend
entitlement for 2017 may change in the run-up to the

Annual General Meeting. In any such event, while the
distribution of EUR 3.38 for each no-par-value share with
dividend entitlement for 2017 will stay the same, an
adjusted proposal for the appropriation of net profit will
be made to the Annual General Meeting.

Disclosures pursuant to Sections 289a (1)/315a
(1) of the German Commercial Code

The information on the composition of subscribed capi-
tal pursuant to Section 289a (1) 1 and Section 315a (1)
1 of the German Commercial Code is included in the
Notes to the Financial Statements/the Notes to the
Consolidated Financial Statements.

Disclosures pursuant to Section 298 (2) sentence
2 of the German Commercial Code

The disclosures pursuant to Section 160 (1) No. 2 of the
German Stock Corporations Act are contained in the
Notes to the Annual Financial Statements of HOCHTIEF
Aktiengesellschaft.

The Executive Board is unaware of any restrictions
on voting rights or on transfers of securities
within the meaning of Section 289a (1) 2 and
Section 315a (1) 2 of the German Commercial
Code.

Holdings of more than 10% of voting rights within
the meaning of Section 289a (1) 3 and Section
315a (1) 3 of the German Commercial Code: On
May 11, 2015, we were notified by ACS, Actividades de
Construccioén y Servicios, S.A., Madrid, Spain, pursu-
ant to Section 25a (1) of the German Securities Trading
Act (WpHG), that its voting share in HOCHTIEF Aktien-
gesellschaft pursuant to Sections 21 and 22 WpHG
amounted to 60.70% on May 8, 2015.

The share of HOCHTIEF shareholder ACS was 71.72%
as of December 31, 2017.

There are no shares with special control rights. The
Executive Board is not aware of any employee shares
where the control rights are not exercised directly by

the employees.
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Appointment and replacement of members of the
Executive Board/changes to the Articles of Asso-
ciation: The appointment and replacement of Execu-
tive Board members is governed by Sections 84 and
85 of the German Stock Corporations Act (AktG) and
Section 31 of the Codetermination Act (MitbestG) read
in conjunction with Sections 9 (2) and 7 (1) of the Com-
pany’s Articles of Association. Statutory rules on the
amendment of the Articles of Association are contained

in Section 179 et seq. and Section 133 AktG. In instances
where the Act requires a majority of the capital stock
represented at the time of the resolution in addition to a
majority of votes cast, Section 23 (3) of the Articles of
Association provides that a simple majority will suffice
unless there is a mandatory requirement stipulating a
different majority. Under Section 15 of the Articles of
Association, the Supervisory Board is authorized to
make amendments that only affect the wording of the
Articles of Association.

Executive Board authorization to issue new shares:
Pursuant to Section 4 (5) of the Articles of Association,
the Executive Board is authorized, subject to Supervi-
sory Board approval, to increase the capital stock by
issuing new no-par-value bearer shares for cash and/or
non-cash consideration in one or more issues up to a
total of EUR 82,000 thousand by or before May 9, 2022
(Authorized Capital I). Detailed provisions are contained
in the stated section of the Articles. Pursuant to Sec-
tion 4 (4) of the Articles of Association, the Company’s
capital stock has been conditionally increased by up to
EUR 46,080 thousand divided into up to 18 million no-
par-value bearer shares (conditional capital). Detailed
provisions are contained in the stated section of the
Articles.

On October 17, 2017 the Executive Board resolved on
and on October 18, 2017 the Supervisory Board ap-
proved in principle the issuance of up to 32,031,250
new shares from Authorized Capital | against contribu-
tions in cash and in kind and to partially exclude share-
holder subscription rights for the purposes of the acqui-
sition of Abertis. The issuance of the new shares will
be consummated if and when the acquisition is com-
pleted.

Authorization to repurchase shares H: By resolu-
tion of the Annual General Meeting of May 11, 2016, the
Company is authorized to repurchase its own shares in
accordance with Section 71 (1) 8 of the German Stock
Corporations Act (AktG). Said authorization expires on
May 10, 2021. It is limited to 10% of the capital stock at
the time of the Annual General Meeting resolution or at
the time of exercising the authorization, whichever figure
is smaller. Exercised directly by the Company or by a
company in its control or majority ownership or by third
parties engaged by the Company or engaged by a com-
pany in its control or majority ownership, the authoriza-
tion allows the share repurchase to be executed in one
or more installments covering the entire amount or any
fraction. The repurchase may be effected through the
stock exchange or by public offer to all shareholders,
or by public invitation to all shareholders to tender shares
for sale, or by issuing shareholders with rights to sell
shares. The conditions governing the repurchase are
set forth in detail in the resolution.

By resolution of the Annual General Meeting of May 11,
2016, the Executive Board is authorized, subject to
Supervisory Board approval, in the event of a sale of
treasury shares effected by way of an offer to all share-
holders, to issue subscription rights to the shares to
holders of warrant-linked and/or convertible bonds
issued by the Company or by any subordinate Group
company. Subject to Supervisory Board approval, the
Executive Board is also authorized to sell treasury shares
other than through the stock exchange and other than
by way of an offer to all shareholders, provided that the
shares are sold for cash at a price not substantially below
the current stock market price for Company shares of
the same class at the time of sale.

The HOCHTIEF Aktiengesellschaft Executive Board is
also authorized, subject to Supervisory Board approval
and the conditions set out in the following, to offer and
transfer treasury shares to third parties other than through
the stock exchange and other than by way of an offer
to all shareholders. Such transactions may take place in
the course of acquisitions of business enterprises in
whole or part as well as in the course of mergers. They
are also permitted for the purpose of obtaining a listing
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for the Company’s shares on foreign stock exchanges
where it is not yet listed. In addition, the shares may be
offered for purchase by employees or former employ-
ees of the Company or its affiliates. Holders of bonds
which the Company or a Group company subordinate
to it issues or has issued under the authorization granted
at the Annual General Meeting of May 12, 2011 (agenda
item 8) may also be issued with the shares upon exer-
cising the warrant and/or conversion rights and/or
obligations attached to the bonds.

On condition that they be held for at least two years
after transfer, the shares may also be transferred to
(current or past) members of the Executive Board of
the Company and to (current or past) members of the
executive boards and general management of compa-
nies under its control within the meaning of Section 17

of the German Stock Corporations Act (AktG), as well
as to current or past employees of the Company or of a
company under its control within the meaning of Sec-
tion 17 AktG. Such transfers are only permitted for the
purpose of settling the transferees’ variable compensa-
tion entitlements. Further conditions of transfer are
detailed in the resolution. Where shares are issued to
members of the Executive Board of the Company, the
decision to issue the shares is taken solely by the Super-
visory Board.

Shareholders’ statutory subscription rights to such shares
are barred pursuant to Sections 71 (1) 8 and 186 (3) and
(4) of the German Stock Corporations Act (AktG) to the
extent that the shares are used in exercise of the authori-
zations set out above.

Subject to Supervisory Board approval, the Executive
Board is additionally authorized to retire treasury stock
without a further resolution of the Annual General Meeting
being required for the share retirement itself or its exe-
cution.

The conditions governing awards of subscription rights
and the sale, transfer, and retirement of treasury stock
are set forth in detail in the Annual General Meeting res-
olution.

By a further resolution of the Annual General Meeting
of May 11, 2016, the Company is authorized to acquire
treasury shares in accordance with Section 71 (1) 8
AktG using equity derivatives as well as to exclude share-
holders’ rights to sell shares and subscription rights.
This is not intended to increase the volume of shares
that may be purchased; instead, it merely opens the
way for other alternatives to purchase treasury shares
within and against the upper limit set in the aforemen-
tioned authorization to acquire treasury shares. The
Executive Board has been authorized to acquire op-
tions which, when exercised, entitle the Company to
acquire shares of the Company (call options). The Ex-
ecutive Board has been further authorized to sell options
which, when exercised by their holders, require the
Company to acquire shares of the Company (put op-
tions). Additionally, the shares can be acquired using a
combination of call and put options or forward purchase
agreements. The conditions governing the use of equity
derivatives to acquire treasury shares and the exclusion
of shareholders’ rights to sell shares and subscription
rights are set forth in detail in the Annual General Meet-
ing resolution.

Change-of-control clauses in connection with loan
agreements and financing instruments:
HOCHTIEF Aktiengesellschaft issued a corporate bond
on March 20, 2013. The bond issue is for a principal
amount of EUR 750 million, matures in March 2020, and
has a coupon of 3.875% p.a. Another corporate bond
was issued on May 28, 2014. This second HOCHTIEF
bond issue is for a principal amount of EUR 500 million,
matures in May 2019, and has a coupon of 2.625% p.a.
The bond terms include change-of-control clauses
entitling each holder to require early redemption of the
bonds held at their principal amount together with interest
accrued, provided that the holder submits a completed
exercise notice within 68 days of the issuer? publishing
the put event notice. A change of control is defined in this
context as the acquisition of control within the meaning
of Section 29 (2) of the German Securities Acquisition
and Takeover Act (WpUG) over HOCHTIEF Aktienge-
sellschaft by a party or group of parties acting in con-
cert within the meaning of Section 30 (2) WpUG—
excluding shareholder ACS (ACS Actividades de

See glossary.
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Construccidn y Servicios, S.A.) and its affiliates—or
entering into a profit and loss transfer agreement, con-
trol agreement or other intercompany agreement within
the meaning of Sections 291 and 292 of the German
Stock Corporations Act (AktG) to the extent that the
agreement results in the issuer becoming a controlled
company. Comprehensive ring-fencing clauses for
dealings and transactions with ACS were also built into
the bond documentation.

In March 2017, HOCHTIEF Aktiengesellschaft issued a
promissory loan note issue for EUR 500 million. The issue
terms likewise include change-of-control clauses requir-
ing HOCHTIEF Aktiengesellschaft to repay the loan with
interest by then accrued if it and the lender concerned do
not reach agreement on the loan’s continuation within
60 bank working days of announcement of a change of
control and the lender demands early repayment in writ-
ing within ten bank working-days of the 60 bank work-
ing-day period expiring. A change of control is deemed
to have occurred if, within the meaning of Section 29
) WpUG, a party (except a member of the ACS Group),
or group of parties (except members of the ACS Group)
acting in concert within the meaning of Section 30 (2)
WpUG, acquires control of HOCHTIEF Aktiengesell-
schaft, or if a profit and loss transfer agreement, con-
trol agreement or other intercompany agreement within
the meaning of Section 291 or 292 AktG is entered into
between a member of the ACS Group and HOCHTIEF
Aktiengesellschaft as controlled company.

HOCHTIEF Aktiengesellschaft entered into a syndi-
cated credit and guarantee facility" for a total of
EUR 1.7 billion with an international banking syndicate
on August 9, 2017. Set to run until August 2022, the
syndicated facility comprises a EUR 1.2 billion guaran-
tee facility tranche and a EUR 500 million credit facility
tranche. The facility includes change-of-control clauses.
Lenders may each withdraw from their credit exposure

early subject to satisfaction of an agreed condition prec-
edent if negotiations with the borrower to continue the
facility have failed, such negotiations having given con-
sideration to the credit standing of the party taking
control, the risk of any change in corporate strategy, and
the risk of the lenders being restricted in any way in
provision of the facility. The condition precedent is sat-
isfied if a party, or group of parties acting in concert,
secures control of the borrower within the meaning of
Section 29 (2) WpUG. Lenders may give notice of termi-
nation of their credit exposure within 70 days of it be-
coming known to HOCHTIEF Aktiengesellschaft that
the condition precedent has been satisfied, subject to
a minimum of ten days to consider the options avail-
able. As before, the change-of-control clauses outlined
do not apply to shareholder ACS and its affiliates.

The EUR 15 billion credit facility entered into by HOCHTIEF
Aktiengesellschaft with an international banking syndi-
cate in November 2017 to finance the planned takeover
of Abertis Infraestructuras, S.A. includes change-of-con-
trol clauses substantively identical to those described
above for the syndicated credit and guarantee facility
for a total of EUR 1.7 billion arranged in August 2017.

HOCHTIEF Aktiengesellschaft also extended a global
credit facility for an initial amount of EUR 175 million with
a German bank on November 29, 2017. The agreement
contains a provision under which, in the event of a change
of control, HOCHTIEF Aktiengesellschaft must repay
the loan early if it and the lender do not reach agreement
on the loan’s continuation within 60 days of announce-
ment of the change of control, and the lender demands
early repayment within ten days of the 60-day period
expiring. In this context, a change of control is defined
as a party, or group of parties acting in concert within
the meaning of Section 30 (2) WpUG, acquiring control
of HOCHTIEF Aktiengesellschaft within the meaning of
Section 29 (2) WpUG. The outlined change-of-control
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clauses for the foregoing loans do not apply to share-
holder ACS and its affiliates, in exchange for which
comprehensive ring-fencing clauses have been agreed
with lenders with regard to dealings and transactions
with ACS. The ring-fencing includes an undertaking by
HOCHTIEF Aktiengesellschaft not to enter into any
contractual agreement with ACS that would weaken
HOCHTIEF’s credit standing; this would include any
control agreement with ACS. Lenders have a special
right of termination should any such contracts never-
theless be entered into.

Alongside the above-mentioned loan agreements,
HOCHTIEF agreed a EUR 125 million (USD 150 million)
bilateral guarantee facility with a foreign bank on
October 17, 2014. In addition, HOCHTIEF concluded a
EUR 25 million guarantee facility with a German bank
on November 28, 2014. The two facilities remain in force
and feature an identical change-of-control stipulation,
corresponding with the definition in the syndicated credit
and guarantee facility, under which each creditor has
the right to demand early repayment of the amount
granted. HOCHTIEF furthermore arranged a EUR 78.05
million guarantee facility with a foreign insurance com-
pany on August 12, 2014. The agreement remains in
force and includes a change-of-control provision under
which the creditor has the right to demand early repay-
ment of the amount granted if HOCHTIEF Aktienge-
sellschaft is the subject of a merger or takeover and
HOCHTIEF Aktiengesellschaft is not the acquirer.

To secure a EUR 6.1 billion (USD 7.3 billion) bonding line
provided by six U.S. surety companies, a general counter
indemnity continued to exist between HOCHTIEF
Aktiengesellschaft and the surety companies for a
corresponding amount as of the reporting date. As
before, this general counter indemnity contains a
change-of control provision giving the surety compa-
nies the right, if an agreed condition precedent is satis-

fied, to demand from HOCHTIEF Aktiengesellschaft up
to EUR 334 million (USD 400 million) by way of secu-
rity; under the agreed terms, this sum is reduced by the
amount of any bank guarantees already provided as
security for the bonding facility. The condition precedent
is satisfied if a party, or group of parties acting in con-
cert within the meaning of Section 30 (2) WpUG (with
the exception of shareholder ACS and its affiliates), ac-
quires in total 30% or more of all shares in HOCHTIEF
Aktiengesellschaft. The security payment must then be
made within 30 bank working days of notification that it
is required.

Further agreements conditional on a change of
control: A change in majority ownership by direct or
indirect acquisition of HOCHTIEF Aktiengesellschaft is
defined in the D&O insurance policy” as a material change
in risk circumstance of which the insurer must be noti-
fied within a specified period. Material change in risk
circumstances entitle the insurer to demand a premium
adjustment. In the event that the parties are unable to
agree on the size of the premium adjustment, the insur-
ance cover lapses in relation to the risk-related circum-
stance.

Above and beyond the mandatory disclosures under
Sections 289a (1) 8/315a (1) 8 of the German Commer-
cial Code, other Group companies are party to further
agreements that are conditional upon a change of con-
trol. The following is a non-exhaustive presentation: In
the PPP segment, project contracts frequently accord
the client substantial rights that make it difficult to effect

a change of ownership structure in the project company.
As of the balance sheet date, there are no agreements
with members of the Executive Board or employees pro-
viding for compensation in the event of a takeover offer.

See glossary.
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Explanatory report by the Executive Board of
HOCHTIEF Aktiengesellschaft pursuant to Section
176 (1) of the German Stock Corporations Act (AktG)
on the disclosures pursuant to Sections 289a (1)
and 315a (1) of the German Commercial Code (HGB)
as of the balance sheet date December 31, 2017.
The Executive Board provides the following explanatory
notes on disclosures provided in the combined Group
and HOCHTIEF Aktiengesellschaft Management Report
and required under Sections 289a (1) and 315a (1) of
the German Commercial Code:

Our disclosures relate to the situation in fiscal year 2017
up to the time the combined Management Report was
prepared. The disclosures consist of information on the
Company‘s subscribed capital, on restrictions on the
transfer of securities, direct and indirect holdings exceed-
ing 10% of voting rights, statutory rules, and rules con-
tained in the Company'‘s Articles of Association about
the appointment and replacement of Executive Board
members as well as about amendment of the Articles
of Association, powers of the Company‘s Executive
Board including, in particular, any powers in relation to
the issuing or buying back of shares, and any signifi-
cant agreements to which the Company is a party that
are conditional upon a change of control of the Com-
pany following a takeover bid.

The structure of the Company's subscribed capital and
rights attaching to no-par-value bearer shares in the
Company are determined, among other things, by the
Company's Articles of Association. The shareholding
held by ACS, Actividades de Construccion y Servicios,
S.A. is known from the published voting rights notifica-
tion of May 11, 2015.

Restrictions on voting rights attaching to those shares
may result from the provisions of the German Stock Cor-
porations Act (AktG). For example, there are circum-
stances in which shareholders are prohibited from vot-
ing (Section 136 AktG). The Company also has no
voting rights with regard to treasury stock (Section 71b
AktG). With one exception, no agreements are known to
us that may result in restrictions on voting rights or on
the transfer of securities. Insofar as the Company has
transferred securities to Executive Board members for
the purpose of settling their variable compensation en-
titlements, these securities are subject to a two-year
lock-up period. The information in accordance with Sec-
tion 289a (1) 3 and Section 315a (1) 3 of the German
Commercial Code on direct or indirect shareholdings
exceeding 10% of voting rights is included in the Notes
to the (Consolidated) Financial Statements. The infor-
mation provided on appointment and replacement of
Executive Board members conforms to the substance
of the German Stock Corporations Act and the Com-
pany'‘s Articles of Association, as does the information
on amendment of the Articles of Association.

The Executive Board's powers in relation to the issuing
or buying back of shares are based in their entirety on
authorizations granted by resolution of the Annual Gen-
eral Meeting in 2016 and 2017 relating to conditional
and authorized capital as well as other matters, includ-
ing the authorization to repurchase and utilize the Com-
pany‘s own shares. The information provided on these
powers conforms to the authorizations granted by reso-
lution of the Annual General Meeting.



Group Management Report: HOCHTIEF Aktiengesellschaft (Holding Company): Financial Review

Among others, HOCHTIEF Aktiengesellschaft has en-
tered into loan and financing agreements that comprise
change-of-control clauses with right of termination. If
the lenders would exercise their right of termination in
case of such change of control, the corresponding bor-
rowing needs of HOCHTIEF Aktiengesellschaft and the
HOCHTIEF Group would have to be met by other means.

By way of an additional disclosure for informational pur-
poses, in supplement to the mandatory disclosures
under the stated sections of the German Commercial
Code, other Group companies are party to further
agreements that are conditional upon a change of con-
trol. The following is an abridged and non-exhaustive
presentation:

In the PPP segment, project contracts frequently accord
the client substantial rights that make it difficult to effect
a change of ownership structure in the project company.

The remaining disclosures required under Sections
289a (1) and 315a (1) of the German Commercial Code
relate to circumstances that do not apply to HOCHTIEF
Aktiengesellschaft. We do not therefore cover these
points in detail in the combined Group and HOCHTIEF
Aktiengesellschaft Management Report. There are no
limitations on voting rights, no restrictions on the exer-
cise of voting rights attached to employee shares, no
agreements between the Company and members of
the Executive Board or the Company‘s employees pro-
viding for compensation in the event of a takeover bid,
and no securities carrying special rights with regard to
control of the Company.

Essen, February 2018

—
/e

/f-

Marcelino Fernandez Verdes

Peter Sassenfeld

José Ignacio Legorburo Escobar

-/m/wu/k

Nikolaus Graf von Matuschka
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4

A

HOCHTIEF is part of the Signature on the Saint-Lawrence consortium which is responsible for the design, construc-
tion, financing, operation, maintenance and rehabilitation of the New Champlain Bridge Corridor Project, as part of
a public-private partnership with the Government of Canada. As one of the most important transport arteries on the
U.S.-Canadian border, the actual Champlain bridge is used by as many as 60 million commuters annually. Whether
we cooperate with other companies as part of a consortium, with subcontractors or with colleagues on a project
team—teamwork is vital to the success of our projects at HOCHTIEF. In this, we champion safety, transparency,
and diversity.

Focus area: Attractive working environment

-
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For further information,
please see:

u www.turnerconstruction.
com

u www.flatironcorp.com
u www.eecruz.com

u www.clarkbuilders.com

For further information, please
see the Markets section start-
ing on page 37.
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Divisional Reporting

HOCHTIEF Americas Division

The HOCHTIEF Americas division brings together the
activities of our subsidiaries Turner, Flatiron, E.E. Cruz,
and Clark Builders. These four companies are active
primarily in the U.S. and Canada. With each company
focusing on projects in its own expert areas of building
and infrastructure construction services, their activities
span market segments such as office properties, sports
facilities, transportation infrastructure, water treatment
and storage, and dams. Thanks to a steady, in-depth
exchange of information and experience between the
companies, they are able to generate synergies.

The market leader in a variety of segments, Turner is an
internationally active construction services provider head-
quartered in New York. The company specializes in carry-
ing out large-scale projects and generally takes on the
role of construction manager. Turner harnesses innova-

tive technologies and methods to complete its projects.

Key tools notably include Building Information Modeling
(BIM) and lean construction methods, which allow effi-
cient, high-quality delivery of construction processes to
the satisfaction of clients and users. Turner once more
numbered among the leading general builders in the
U.S. in 2017, according to Engineering News-Record
(ENR). What’s more, the company yet again took the

number one spot for the construction of green buildings.

In the sustainable building segment, Turner recorded
sales of approximately EUR 4.7 billion for the reporting
year (2016: EUR 4.3 billion)—equivalent to a share of
around 43% in total sales. On top of its position as one
of the premier general builders, the company scored
highly for office, educational, and hotel properties, as
well as data centers and healthcare construction.

Active in the Canadian market for traditional building con-
struction, Clark Builders specializes in delivering institu-
tional and commercial buildings as well as educational
and sports facilities in the west and north of the country.

Flatiron is in high demand as a partner in the construc-
tion of transportation infrastructure projects and oper-

ates, for example, in the water treatment and storage
sector. Flatiron, too, puts in an impressive performance
in many of the ENR rankings, especially in the construc-

tion of transportation infrastructure such as highways
and bridges, water supply networks, and dams.

Our subsidiary E.E. Cruz focuses on the transportation
infrastructure market and on foundation and geotech-
nical projects in the states of New York and New Jersey.

Expertise provided by internal engineering units at
Turner and Flatiron ensures end-to-end support inter-
nally and for E.E. Cruz projects.

Thanks to its subsidiaries, HOCHTIEF is on a strong
footing in North America. The companies have made a
very good name for themselves in their markets and
their reputations as attractive employers and innovative
businesses extend well beyond the industry.

This standing is reflected in the HOCHTIEF Americas
division’s orders situation that continued its very posi-
tive trend in 2017. Pent-up demand for transportation
infrastructure construction and maintenance work is in-
creasingly evident in the awarding of contracts for proj-
ect activities. Equally, demand for both public and pri-
vate building construction projects remains vast.

Expectations remain good for our core markets.” In
Canada especially, where infrastructure spending is ex-
pected to top USD 120 billion over the course of the
next ten years, the transportation infrastructure sector
is set to grow substantially. For the USA, experts antici-
pate a market recovery in 2018 after the projected growth
rates were not attained in 2017. The USA currently holds
second place in the country ranking in terms of invest-
ment in transportation infrastructure. Public-private
partnership projects will retain their major importance
in Canada and become increasingly significant in the
USA. The North American building construction market
is expected to maintain a high level despite an expected
contraction.



Project highlightsBH

Transportation infrastructure

As part of a joint venture in the state of Colorado worth
more than EUR 600 million, Turner and Flatiron are
joining forces on the Denver International Airport expan-
sion project which stands to increase the airport capacity
by approximately 50%. The project includes expanding
two concourses by approximately 60,000 square meters
of concourse space and 16 new aircraft gates among
other improvements. Construction will begin in the first
quarter of 2018.

Flatiron was awarded the contract to design and build
the Rodanthe Bridge in North Carolina. Valued at some
EUR 136 million, the span is just short of 3.9 kilometers
and is scheduled for completion in 2020. In order to cut
down on construction time and protect the ecologically
sensitive Outer Banks group of islands, Flatiron made a
series of alternative proposals. By erecting temporary
bridge structures, Flatiron can avoid using cargo barges,
which muddy the waters.

In Texas, expanding a section of the Tarrant County
State Highway 199 in Fort Worth is another project on
the Flatiron books. Slated for completion in 2019, the
contract comprises six freeway lanes as well as ramp
structures and bridges.

The Texas Department of Transportation has also con-
tracted Flatiron to increase the number of lanes on a
section of the US67 highway from four to six to meet
increased traffic volumes. It is expected that the con-
struction work will be concluded in the third quarter of
2019. Flatiron is also working for this client on expanding
a section of Interstate Highway 10 in San Antonio. To-
gether, the projects will have a contract value of EUR
124 million.

For the construction of a bridge over the Peace River in
addition to portions of Highway 2 in Alberta, Flatiron
has entered into a partnership. Worth a total of about
EUR 100 million, the project should draw to a close in
October 2020. The project is creating hundreds of jobs
in the region. In the future, it is expected to reduce
gridlock and ensure that traffic flows more safely and
smoothly.

Turner, as part of a joint venture, is undertaking a EUR
174 million project at San Diego International Airport in
California to add capacity for handling international
travel. A federal inspection services station will be housed
on the site. Thanks to the expansion, the airport will be
able to process an additional 100,000-plus passengers
from 2019 onwards.

Water treatment and storage segment

As part of a joint venture, Flatiron is carrying out upgrades
to Lake Isabella Dam in Kern County, California, with a
view to improving safety. The project is slated for com-
pletion by early 2021. At a total contract value of around
EUR 216 million, the dam is being raised by almost five
meters.

Flatiron continues to expand its presence in the state of
Washington with work secured near Seattle on the Sun-
set and Heathfield Pump Stations, which are expected
to be finished by 2020. The company will also complete
the construction of a Wet Weather Treatment Station in
King County. The new facility is anticipated to be fully
operational by late 2022. The contract is valued at EUR
85 million.

Flatiron’s involvement in the Marin Wet Weather Flow
project entails improvements to the wastewater treat-
ment plant in Sausalito, California, including expanding
capacity and securing operational safety. Completion is
scheduled for early 2019.

Social and urban infrastructure

Educational properties segment

Turner was awarded the approximately EUR 80 million
contract to construct the Lindner College of Business
at the University of Cincinnati in Ohio. Slated for com-
pletion in the third quarter of 2019, this state-of-the-art,
four-story new build encompasses 160 offices, a 150-
seat lecture hall, a 240-seat auditorium, research labs,
and exam as well as tutoring areas. The complex prom-
ises to provide students with an ideal learning environ-
ment.

Our subsidiary is also responsible for extensive renova-
tions to Stratford High School in Connecticut valued at
some EUR 84 million. While modernizing and expand-

This chapter is
part of Focus

Area Sustainable
Products and
Services

u More project highlights:
www.hochtief.com/
clientportal
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ing the existing structures, the Turner experts are plac-
ing great emphasis on ensuring an effective and sus-
tainable energy supply.

Also on the Turner order books is the approximately
EUR 120 million contract to upgrade the entire Coolidge
Senior High School in Washington D.C. by August 2019.
Going forward, the facility will optimally serve students’
learning needs.

Office properties segment

Biomed has engaged Turner to build the Gateway of
Pacific campus in the south of San Francisco. Com-
prising two new buildings with 13 and six floors respec-
tively, the facility will set new standards not only in
laboratory space but also offices. Features such as
photovoltaic panels, rainwater capture, gray water
collection, and a high-efficiency heating and cooling
system will ensure that the campus meets the high
standards needed to achieve LEED Platinum certifica-
tion.

Turner is targeting completion of the new North American
headquarters for LG Electronics in Englewood Cliffs,
New Jersey, by 2019. The project including the construc-
tion of two office buildings with three and four floors
respectively as well as parking facilities should be eligible
for LEED Gold certification at a minimum. In addition to
conserving the surrounding woodlands and wetlands,
some 1,500 new trees are to be planted.

Hotels segment

Turner’s renovation work on the Great Wolf Lodge Resort
and its waterpark in Key Lime Cove, Gurnee, lllinois, is
due for completion by 2019. The waterpark is being en-
larged and modernized. The hotel will incorporate more
than 400 rooms once the renovations are done.

In the reporting year, Turner successfully wrapped up
work on the Wilshire Grand Center in Los Angeles. With
its 73 stories, it is the tallest building west of the Missis-
sippi and a new landmark. Certified as LEED Gold, the
property houses a hotel with 900 luxury rooms, stores,
and offices.

Healthcare properties segment

Turner is carrying out construction of the Behavioral
Health Pavilion at the Nationwide Children’s Hospital in
Columbus, Ohio. This will be the U.S.’s largest behav-
ioral health treatment and research center for children
and adolescents. The building will feature a rooftop out-
door play area. In addition, Turner is building a central,
three-story power supply station with a boiler, refrigera-
tion plants, and emergency generators.

At the Henry Ford Cancer Institute in Detroit, Michigan,
Turner is managing construction of the Brigitte Harris
Cancer Pavilion valued at EUR 138 million. Featuring a
large glass facade, the six-story cancer facility will en-
hance precision diagnostics and offer therapeutic and
treatment options for a diverse range of cancers. During
the construction phase, the project will create 300 jobs.
After completion in 2020, it will provide around 70 per-
manent positions within the center.

Sports and event facilities segment

As part of a joint venture, Turner is building the Jacob
K. Javits Convention Center in New York valued at
some EUR 1.4 billion. Turner has a 50% share in the
contract. One of the most important convention centers
in the U.S., the project is based on a detailed sustain-
ability concept and aims to achieve LEED Silver certifi-
cation. Among the environmentally friendly features are
the highly efficient, almost three-hectare glass facade,
energy-efficient lighting, a green roof as well as advanced
recycling methods. Thanks to its pixelated glass panels,
the bird-friendly facade is designed to reduce bird colli-
sions by 90%. E.E. Cruz is also involved in this project.

Mixed-use developments segment

Turner is managing the 12th and Broadway construc-
tion project in Nashville, Tennessee. The 27-story high-
rise will house 360 apartments as well as retail outlets.
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HOCHTIEF Americas division’s key figures

The HOCHTIEF Americas division delivered a positive
performance on all fronts in 2017. Operational PBT
rose by 21% year on year to EUR 258 million, exceed-
ing the top end of the FY 2017 guidance range of EUR
235-250 million. On sales of EUR 11.8 billion, the opera-
tional PBT margin increased by 20 basis points to
2.2% versus 2.0% reported for 2017. Profits and margins
expanded at both Turner and Flatiron.

The cash generation profile has steadily improved during
the year. Net cash from operating activities of aimost
EUR 450 million was EUR 15 million higher year on year.
The underlying improvement is significantly greater taking
into account that 2016 benefited from the initial imple-
mentation of working capital measures.

As a consequence of the strong cash flow performance,
divisional net cash ended December 2017 at EUR 972
million, up by almost EUR 130 million year on year or over
EUR 300 million if one adjusts for the strength of the
euro versus the U.S. dollar during the 12-month period.

The trend in securing new work was very positive.
HOCHTIEF Americas’ new orders for 2017 as a whole
rose by 13% to stand at a new record level of EUR 15.4
billion.

The order backlog also reached a new all-time high
of EUR 17.5 billion at the end of the year up 10% on
December 2016 and, when adjusted for exchange rate
effects, the underlying increase of 25% highlights the
strength of the business.

HOCHTIEF Americas Division: Key Figures”

(EUR million) 2017 2016  Change yoy

Operational profit before tax/PBT? 258.4 213.9 20.8%

Operational PBT margin? (%) 2.2 2.0 0.2

Operational net profit? 165.2 134.9 22.5%

Profit before tax/PBT 254.0 203.8 24.6% -

Net profit 162.6 128.1 26.9% s
[
[+

Net cash from operating activities 4491 433.8 3.5% e
[

Gross operating capital expenditure 30.4 36.8 -17.4% E
o

Net cash (+)/net debt () 972.4 844.2 15.2% g

Divisional sales 11,8389  10,905.8 8.6% 2
=]

New orders 15,381.5 13,6569.3 12.6% g

Work done 11,630.3 11,122.2 4.6%

Order backlog (year on year) 17,5171 15,896.8 10.2% (

Employees (end of period) 10,460 9,490 10.2%

HOCHTIEF Americas Outlook

We expect further growth at HOCHTIEF Americas in
2018 with operational profit before tax in the range
of EUR 270-300 million, up 5-16% year on year
compared with EUR 258 million in 2017.

YAll figures are nominal unless
otherwise indicated

2 QOperational earnings are
adjusted for deconsolidation
effects and other one-off im-
pacts
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When moving large quantities of earth in mining, safety plays a key factor. This is certainly true at Rocky’s Reward
nickel mine in Western Australia, which Thiess has successfully operated since 2015. The HOCHTIEF company is
responsible for delivering turnkey mining services, including mine planning, explosives, drill and blast services,
removal of the upper soil layers, ore mining, and technical support. The team believes safe projects are successful
projects and commit to team meets before every shift to discuss the day’s tasks with a focus on safety issues,
changes in plan, and instructions. These preventative measures contribute to the company’s safety objective to
keep everyone safe, every day. This objective underpins everything they do—for their people, clients, stakeholders,
and communities.
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HOCHTIEF Asia Pacific Division &

The CIMIC GroupH leads the HOCHTIEF Asia Pacific
division’s activities. lts companies conduct business
in Australia, Asia, the Middle East, North and South

America, New Zealand, as well as Africa.

CIMIC is a world-leading infrastructure, mining, services
and public private partnerships group with businesses in

construction, mining and mineral processing, operation
and maintenance services, public-private partnerships
and engineering.

Serving the market for complex and demanding projects,
CPB Contractors and Leighton Asia bundle general
construction services in the Group.

Thiess offers the widest range of in-house surface and
underground mining services capabilities across Aus-
tralia, Botswana, Canada, Chile, Indonesia and Mongo-
lia, including fully-resourced, end-to-end solutions, to
targeted services, to supporting client in-house teams.
Fully acquired in 2016, Sedgman is a global minerals
processing specialist and the market leader in this sec-
tor for design, construction, and management services.

Public-private partnership (PPP) projects are led by
Pacific Partnerships. The company develops, builds,
manages and invests in infrastructure concession
assets, leveraging CIMIC Group’s financial strength
and operating company capabilities. Pacific Partner-
ships offers clients seamless value for money solutions
for the finance, design, construction, operations and
maintenance of key infrastructure.

UGL is a company that delivers comprehensive engi-
neering as well as build, maintain and operate services
1o the ralil, transportation, technology, energy, resources,
water, renewables and defense sectors. CIMIC took
over the company at the end of 2016 and fully integrated
it into the Group in the course of 2017.

This chapter is
part of Focus

Area Sustainable
Products and
Services

u For further information,
please see
www.cimic.com.au

As CIMIC’s engineering and technical services busi-
ness, EIC Activities’ expertise mitigates risk and pro-
vides a competitive advantage for winning and deliver-
ing profitable projects that also generate value for
clients.

CIMIC also holds interests in construction company
HLG Contracting (45%) and service company Ventia
(47%).

In July 2017, CIMIC sold its 23.64% stake in Macmahon
for a profit.

CIMIC has very good prospects on its markets:" Driven
mainly by large urban road and rail projects, growth of
more than 80% is expected for the Australian transpor-
tation infrastructure market from 2016 to 2020. In Aus-
tralia’s federal budget for 2017/2018, a total of AUD 75
billion is earmarked for road and rail projects.

For further information, please
see the Markets section start-
ing on page 37.

Actively engaged in sustainable building practices, CIMIC
aims to be at the forefront of green construction in
terms of certified projects. This also includes informing
clients about the opportunities and advantages that
green construction offers. Clients are increasingly de-
manding sustainability and it has become a firm feature
in tenders. Notably public authorities look for the added
value that such factors as sustainable processes in
procurement bring to a project, the local community,
and economy, not to mention the environment. In this
regard, CIMIC can capitalize on its excellent market
position and experience gained through many certified
building construction and civil engineering projects.
The Group also champions innovative projects and
fresh approaches that enhance project safety, effi-
ciency, and sustainability.

CIMIC was once again listed on the Dow Jones Sus-
tainability Australia Index in 2017. Furthermore, the
company successfully participated in the Carbon Dis-

closure Project (CDP)2. 2See glossary.

Group Report 2017 77

Group Management Report



Group Management Report

u More project highlights:
www.hochtief.com/
clientportal

78 Group Report 2017

In recognition of its Building Information Modeling (BIM)
expertise in the virtual design and construction of proj-
ects, CIMIC was awarded the BSI Kitemark for Design
and Construction from the British Standards Institution
(BSI) in the reporting year. The process involved assess-
ing CIMIC’s performance when conducting BIM proj-
ects as well as client satisfaction and supply chain
management.

Project highlights B

2017 once again saw the CIMIC Group companies
generate a large number of new orders while making
good headway with existing work.

Transportation infrastructure

CPB Contractors has achieved contractual close on
Victoria’s West Gate Tunnel in a 50:50 joint venture.
The design and construct contract will generate rev-
enue to CPB Contractors of approximately EUR 1.6
billion. Major construction work is expected to start in
early 2018 with the project scheduled to open to traffic
in 2022. Works include, among others, widening the
West Gate Freeway from eight lanes to 12 between the
MB80 Ring Road and Williamstown Road. The team will
ensure opportunities for local workers, and providing a
value-for-money procurement program that includes
indigenous business and social enterprises.

Leighton Asia is expanding Terminal 1 as well as Car-
park 4 at Hong Kong International Airport. The project
with a contract value of approximately EUR 197 million is
scheduled to be completed in 2019. In November, the
company won an additional contract at Hong Kong Air-
port: Together with a partner, Leighton Asia is building
the Terminal 2 foundation and substructure works, which
will earn the CIMIC company EUR 174 million of the total
EUR 249 million contract value. Work is slated for com-
pletion at the end of 2021.

As part of a joint venture, CPB Contractors has been
awarded the contract to build a new takeoff and land-
ing runway at Brisbane Airport, which will be opera-
tional by 2020. The contract is worth a total of around
EUR 269 million (CPB share: EUR 135 million). The air-
port operator expects to be able to increase annual de-
partures and landings from 227,000 at present to as
many as half a million by 2045. Due to the proximity to
Moreton Bay and the Brisbane River, water conserva-

tion measures form an essential part of the environmen-
tal management plan. A monitoring program has been
put in place to ensure there is no deterioration in water
quality.

CPB Contractors and its two joint venture partners are
engaged in digging twin 15.5-kilometer tunnels under
Sydney Harbor and the central business district (CBD)
as well as performing the associated civil engineering
work with a view to completing this second section of
the Sydney Metro project by mid-2021. With a total price
tag of EUR 1.9 billion, this is currently one of Australia’s
biggest public infrastructure projects. CPB Contractors
has already successfully completed the first phase. The
project aims to first and foremost engage workers and
businesses from the region.

In addition, CPB Contractors has been commissioned
to carry out major civil engineering work on a 34-kilo-
meter section of the Pacific Highway in New South Wales
by 2020. Valued at some EUR 244 million, the project is
part of the Woolgoolga to Ballina upgrade—Australia’s
biggest regional transportation infrastructure project.
Here, too, subcontractors and workers from the region
are given preference. In order to limit the impact on
wildlife movements, several fauna connectivity struc-
tures are in the pipeline.

Furthermore, CPB Contractors is responsible for the
important NorthLink Stage 3 roads project, which is
due to be completed in 2019. Valued at approximately
EUR 124 million, this major project will in the future alle-
viate traffic pressure in the CBD and industrial district to
the north of Perth. Right from the planning phase, resi-
dents and stakeholders were actively engaged. The proj-
ect is targeting certification by the Infrastructure Sustain-
ability Council of Australia (ISCA).

In New South Wales, CPB Contractors is not only ex-
panding a twelve-kilometer section of the M1 Pacific
Motorway but also reconstructing a further nine kilo-
meters of the highway. When concluded in 2019, the
project will have generated in the region of EUR 103
million. A new drainage system on the existing highway
means road safety for drivers will be improved when it
rains.
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As part of a joint venture, CIMIC company UGL has been
granted a seven-year extension to its initial eight-year
agreement to operate and maintain the Melbourne sub-
urban train network. At the end of that period, there is
an option to renew the contract for a further three years.
Worth around EUR 1.3 billion, the contract is testimony
not only to the successful partnership with the client
but also their trust in UGL. Top priority under the agree-
ment is the train service’s uptime and the safety of
the more than 415,000 passengers who commute via
metro every working day.

Mining services

Thiess has been awarded a number of contracts, in-
cluding an extension at the Solomon Hub in Western
Australia worth EUR 436 million where 72 million tons
of iron ore will be extracted there annually until 2020.
This extension reflects Thiess’ successful partnership
with the client.

In New South Wales, Australia, at the Mount Pleasant
Coal Mine, Thiess secured a new contract to deliver
tailored, total mine solutions until 2021. This will bring in
revenue of EUR 357 million.

In Queensland, Australia, the company secured an ex-
tension at Jellinbah Plains valued at around EUR 126
million until September 2020. Thiess has a longstand-
ing involvement with the Blackwater community and
plays an active role in many social projects, including
the Sisters in Mining program.

In East Kalimantan, Indonesia, Thiess secured a new
contract for the Gunung Bara Utama coal mine, an ex-
pansion contract at Sangatta coal mine, as well as an
extension of the agreement on the Mahakam Sumber
Jaya coal mine, which will now run until March 2021.
Together, these will earn a total income of approximately
EUR 492 million.

Social and urban infrastructure

Public buildings segment

At a cost of approximately EUR 300 million, Leighton
Asia aims to complete construction of the East Kowloon
Cultural Center in Hong Kong by 2020. Works include

construction of a three-story building, three studios with
between 120 and 250 seats, a 1,200-capacity audito-
rium, and a 550-seat theater. The project will revitalize
eastern Kowloon.

Commercial properties segment

In Hyderabad, India, Leighton Asia is building the sub-
continent’s first Ikea retail outlet by 2018 under a con-
tract worth around EUR 50 million.

Educational properties segment

Two CIMIC companies have signed up to cooperate on
a PPP school project in New Zealand that will generate
around EUR 73 million. Among other works, four new
primary schools will be built—three in Auckland and one
in Hamilton—with a further two to be relocated. The
overall project is scheduled for completion by 2019 and
operation has been granted for 25 years. The team is not
only implementing innovative planning methods and
cost-efficient construction techniques but also working
closely with local businesses.

Renewable energy segment

For a combined contract value of around EUR 80 million,
UGL has been commissioned to design, build, operate
and maintain the Collinsville Solar Farm in Queensland
and the White Rock Solar Farm in New South Wales.
With its significant contribution to expanding the use of
renewable energy, the Collinsville Solar Farm will sup-
port Queensland’s energy needs going forward. The
farm will generate power for some 15,000 households.

Water and sanitation segment

By mid-2023, Leighton Asia will complete construction
of a significant section of the sewerage system in Singa-
pore. The tunnel project’s value comes to around EUR
317 million. Allin all, the company is contracted to build
7.9 kilometers of sewer tunnels with a diameter of six
meters, as well as shafts, hydraulic structures, and other
facilities.
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HOCHTIEF Asia Pacific Division: Nominal Figures"

(EUR million) 2017 2016 Change yoy
Profit before tax/PBT 578.9 431.9 34.0%
PBT margin (%) 6.4 5.9 0.5
Net profit 275.4 217.4 26.7%
Net cash (+)/net debt (-) 578.5 265.1 118.2%
Divisional sales 9,077.0 7,303.0 24.3%
Order backlog (year on year) 23,465.5 23,302.0 0.7%
Employees (end of period) 37,781 35,396 6.7%

" All figures are nominal unless
otherwise indicated

80 Group Report 2017

HOCHTIEF Asia Pacific division’s key figures

The performance of the HOCHTIEF Asia Pacific
division reflects HOCHTIEF’s stake in CIMIC (72.7% at
the end of December 2017, unchanged year on year)
as well as associated financing and holding costs, and
the impact of variations in the AUD/EUR exchange rate.

HOCHTIEF Asia Pacific’'s nominal profit before tax
(PBT) advanced by 34% year on year to EUR 579 mil-
lion. This strong increase was partly driven by sales
growth of 24% due to both the contribution from serv-
ices company UGL (acquired in Q4 2016) as well as
organic growth in the core markets in which CIMIC op-
erates. Furthermore, margins expanded. The divisional
PBT margin rose 50 basis points to 6.4%. All of the
Group’s core businesses of construction, contract
mining and services achieved increased profits.

The company delivered a strong cash generation per-
formance. HOCHTIEF Asia Pacific ended December
2017 with a net cash position of aimost EUR 580 mil-
lion, up by over EUR 310 million during the year. The
division’s order book of EUR 23.5 billion is 6% higher
year on year, if adjusted for exchange rate effects, re-
flecting further organic growth.

CIMIC’s key figures

Net profit after tax (NPAT) at CIMIC increased by
21% in 2017 to AUD 702 million. This result was at the
top end of the guidance range indicated by the com-
pany at the start of 2017 of AUD 640-700 million. PBT
of AUD 959 million was 30% higher year on year. The
PBT margin remained solid at 7.1% up 30 basis points
on the 6.8% reported for 2016 with revenues which
rose by 24% year on year to AUD 13.4 billion. All the core
businesses achieved higher sales and higher margins.

CIMIC achieved another strong cash flow performance
during 2017. Cash flow from operating activities of AUD
1.5 billion was 27%, or AUD 322 million higher, year on
year. The company is maintaining its focus on manag-
ing working capital and generating sustainable cash-
backed profits. Net capital expenditure was increased
by almost 70% to AUD 305 million reflecting increased
mining and tunneling activity.

The result of this strong cash generation was that CIMIC
ended 2017 with a net cash position of AUD 910 mil-
lion, an increase of AUD 501 million since the end of 2016.
During the year, rating agency S&P increased its credit
rating on CIMIC to BBB from BBB-, a reflection of the
company’s sound financial position and performance.

During 2017, work in hand continued to expand reach-
ing a year-end level of AUD 36 billion, up 6% yoy with
an increase for the core businesses of 15%. Whilst main-
taining bidding discipline, new work of AUD 18.4 billion
was secured, an increase of 37% year on year.The con-
struction work in hand advanced 15% during the period
to AUD 14.9 billion whilst the mining-related portion also
grew by 4% to AUD 10.4 billion. The services backlog
of AUD 8.7 billion grew by 35% year on year and rep-
resents almost 20% of CIMIC’s total December 2017
order book.

A solid project pipeline with AUD 110 billion of tenders
relevant to CIMIC has been identified for 2018 with a
further AUD 285 billion currently earmarked thereafter.

HOCHTIEF Asia Pacific Outlook

CIMIC announced its NPAT (net profit after tax)
guidance for 2018 in the range of AUD 720-780 mil-
lion, subject to market conditions, compared to the
AUD 702 million reported for 2017, up 3-11%.
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As the threat of flooding grows in the wake of climate change, the hanseatic city of Hamburg is ensuring it isn’'t caught
unawares. HOCHTIEF is involved in several projects to this end. With Lot 1 of the flood prevention measures in
Niederhafen completed, HOCHTIEF is scheduled to conclude work on Lot 2 (Am Johannisbollwerk) by the spring
of 2018. The flood barrier has been refurbished over a length of some 310 meters and raised to a height of 8.40
meters. A popular promenade runs across its length, which connects the St. Pauli Landing Stages with the Speicher-
stadt historic warehouses and HafenCity. Embedded in the wall is a parking garage. After successively removing
the old walls, HOCHTIEF installed temporary elements to ensure the city’s uninterrupted protection against flood-
ing and storm surges.
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HOCHTIEF Europe Division

The activities of the HOCHTIEF Europe division are
brought together within HOCHTIEF Solutions AG,
which spearheads the operating subsidiaries. Our Eu-
ropean business combines the entrepreneurial attri-
butes of a small or mid-size player with the benefits of
HOCHTIEF’s expertise, service portfolio, risk manage-
ment, and financial strength as an international construc-
tion group.

HOCHTIEF Infrastructure, HOCHTIEF PPP Solutions,
and HOCHTIEF Engineering offer infrastructure and
building construction projects, public-private partner-
ships (PPPs), and engineering. Focus areas include
transportation, energy, and social/urban infrastructure.
HOCHTIEF Infrastructure is organized into the Infra-
structure and Building units. Another company, synexs,
provides facility management services in Germany.

At present, HOCHTIEF Infrastructure focuses primarily
on transportation projects and construction activities in
its core markets of Germany, Poland, the Czech Repub-
lic, Austria, the UK, Scandinavia, and the Netherlands.
Construction projects receive the support of a special
unit, the Technical Competence Center (TCC), whose
seasoned experts develop made-to-measure engineer-
ing solutions and contribute their expertise from the bid
phase through to project management. Similar services
are provided in building construction by the Technical
Office in the Building unit.

HOCHTIEF Engineering is divided into four business
lines: Infrastructure; Energy, Industrial and Special Serv-
ices; Virtual Design and Construction (ViCon); and Con-
struction and Project Management Services. All business
lines provide engineering services for both in-house
and external construction projects. HOCHTIEF ViCon is
among the leading service providers in virtual construc-
tion and Building Information Modeling (BIM), with loca-
tions in Germany and the United Kingdom. The company
provides consulting, services, and industry solutions
for virtual construction, enabling clients to exploit the
full benefits of BIM in their projects.

Working on public sector contracts, HOCHTIEF PPP
Solutions delivers design, finance, build, and operate
services for transportation and social infrastructure.
The company applies an integrated approach that opti-
mizes and monitors PPP projects throughout their en-
tire life cycle.

Prospects for the construction business in HOCHTIEF’s
home market of Germany are highly favorable.” The
Western European transportation infrastructure market
shows stable growth, with gains of just under 2% fore-
cast for 2018. Germany will see growth of about 5.4%,
notably with the expectation of new public-private part-
nership projects. Experts also project further increases
for the building construction market, with a gain to 4.4%
being anticipated for Germany in 2018. Rapid growth
upward of 4% is also expected to be attained in East-
ern Europe. Based on these expectations, we anticipate
the trend to remain favorable and have set our sights
on healthy returns from attractive, high-quality projects.
Similarly with regard to activities in our other key Euro-
pean markets—notably the United Kingdom and the
Netherlands—we envision good business prospects
going forward. We have also positioned ourselves very
well for upcoming projects in Scandinavia.

Project highlights B
We secured a large number of attractive new contracts
at the HOCHTIEF Europe division in 2017.

Transportation infrastructure

One of the most significant new projects for the division
in the reporting year is the Zuidasdok contract in the
Netherlands with a total contract value of EUR 990 mil-
lion. In a joint venture with two partners, HOCHTIEF will
undertake the design and construction work to widen
the A10 urban freeway as well as upgrade and expand
Amsterdam Zuid railway station by 2028. It is one of the
biggest infrastructure projects in the Netherlands today.
The A10 is to be widened to four lanes in each direction
for through traffic plus two lanes each way for local
traffic, as well as being moved underground in the Zuidas
zone. Amsterdam Zuid railway station is to be expanded
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into a high-capacity public transport hub. The contract
includes smart construction logistics, noise-reducing
construction methods, and aesthetic integration of the
Amsterdam Zuid station extensions. HOCHTIEF will de-
liver on the client’s exacting requirements, which include
specific aspects with regard to the neighborhood and
the environment. The construction phase commences
in 2019. Until then, the team’s focus is on groundwork
as well as refining the project design and planning.

North of Frankfurt am Main in Germany, under contract
to the German rail company, Deutsche Bahn, HOCHTIEF
is widening an initial section of the S6 urban rail link
between Frankfurt-West and Bad Vilbel. Along a length
of approximately 13 kilometers, the S6 service is to gain
its own track, with the previously dual-track section up-
graded to four tracks. Necessitated by significant growth
in passenger numbers in the region, it enables increas-
ing volumes of traffic to be shifted to environment-friendly
rail transport. Noise barriers will be built along the line.

In Sweden, HOCHTIEF has signed the contract to build

a section of the Stockholm Bypass. Including road and
bridge building, the FSE 101 Vagar broar Varby backe

project will connect to European route E4.

In a consortium with two partners in Germany, HOCHTIEF
is to design, finance, build, operate, and maintain more
than 47 kilometers of the A6 freeway between the Wies-
loch/Rauenberg access point and the Weinsberg inter-
change in the federal state of Baden-Wurttemberg. Over
a distance of 25.5 kilometers, the road is to be widened
1o six lanes. This includes renovating a 1.3-kilometer
bridge across the Neckar valley between Heiloronn/
Untereisesheim and Neckarsulm. Work by the construc-
tion consortium—with HOCHTIEF as the lead engineer-
ing company—commenced in early 2017. The project
volume totals around EUR 1.3 billion, the construction
volume approximately 600 million.

HOCHTIEF CZ won two contracts to expand the D1
freeway between Brno and Prague. The work will in-
clude upgrades to two exits. Together with consortium

part of Focus

Area Sustainable

Products and
Services

partners, the unit is also restoring the historic Negrelli
Viaduct, the longest rail bridge in the Czech Republic.

HOCHTIEF (UK) Construction is to deliver a section of
the Combwich Wharf Development in the southwest of
England. A power station expansion project requires
large quantities of material to be transported by water,
in turn necessitating expansion of the infrastructure.

2017 also saw the completion and handover of major
transportation projects. The Queensferry Crossing
bridge built by HOCHTIEF in a joint venture has already
noticeably eased the traffic situation north of Edinburgh.
The Elefsina-Patras and Maliakos-Kleidi toll highways
constructed by consortia including HOCHTIEF PPP
Solutions and HOCHTIEF Infrastructure opened to traffic
in Greece—more than 400 kilometers of highway on
total.

Social and urban infrastructure

Office and commercial properties segment

A major design-refurbish-operate contract has been
awarded to HOCHTIEF on a PPP basis in Berlin by the
German Federal Ministry of Health. A joint venture in-
cluding HOCHTIEF has been commissioned by the Insti-
tute for Federal Real Estate to refurbish a landmarked
building complex in the German capital’s Mitte district.
Following completion, the partners will also maintain
and operate the complex under a public-private partner-
ship for 25 years. One of the buildings will be used by
the German Federal Ministry of Health. Each of the two
joint venture partners holds a 50% stake. The ministry
is expected to move into its new official building by the
end of 2020. Encompassing two historic, currently vacant
buildings, the PPP project in Mauerstrasse, Berlin-Mitte,
is to be built and operated using sustainable approaches
and techniques in order to secure certification from the
German Assessment System for Sustainable Building
(BNB). The modernized buildings will meet high user
standards as regards architectural quality, functionality,
energy efficiency, and landmark conservation.
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HOCHTIEF Polska has been selected as general con-
tractor to deliver the Business Garden office develop-
ment comprising a 15-story and five seven-story build-
ings in Wroctaw, Poland. The client is targeting LEED
Platinum certification for the business park, which will
make it one of the most sustainable properties in Eu-
rope.

Work on the Lister Dreieck office building in Hanover is
scheduled for completion by the end of 2018. The proj-
ect targets DGNB (German Sustainable Building Coun-
cil) gold certification. Intended as a future workplace for
employees of the Deutsche Bahn rail group, the build-
ing’s design is based on a communication-friendly
floorplan with open-space office areas. The contract
value is approximately EUR 53 million.

In Berlin, HOCHTIEF is conducting the building work
on the Bundesallee precinct as general contractor. The
project comprises three office buildings offering flexible
layouts along with residential properties. Berliner Volks-
bank will use the premises as its base in the German
capital from 2019, while most of the apartments have
been sold to an institutional investor.

As part of a joint venture, HOCHTIEF is erecting Fuhle
101 in Hamburg. Slated for completion in September
2019, this five-story building in a prime location will house
retailers, restaurants, a hotel, and offices.

In Hamburg, HOCHTIEF has converted the old Spiegel
publishing house tower into a paragon of green archi-
tecture. The Height 1 office block secured DGNB gold
certification in 2017. In terms of ecological criteria—
such as environmental footprint and the deployment of
pollutant-free materials—the building attained a score
well above the average. Another project awarded DGNB
gold certification was the new Connect development in
Wiesbaden.

Cultural facilities segment

HOCHTIEF CZ has been selected to carry out a 27-month
full refurbishment of the Prague State Opera. The work—
which has already started—includes both the historical
sections of the building and the more modern office wing.

With substantial involvement on the part of HOCHTIEF
Polska, the Gdansk Museum of the Second World War
was completed in March 2017 following a good two
years under construction. An architectural highlight, the
building is expected to attract up to 400,000 visitors a
year. Rising to some 40 meters at its highest point, the
museum’s seven-story concrete tower in the shape of
an inclined prism with a trapezoid base truly stands out.
The museum is divided into three zones covering the
past, present, and future. Located deep inside the build-
ing is the past—a permanent exhibition 14 meters below
ground.

Residential segment

HOCHTIEF has been awarded the contract to build the
Height 5 residential development in Hamburg. This is
the last building of the Hamburg Heights complex on
former Spiegel island—one of the city’s most important
urban development projects. Height 5 is to be handed
over ready for occupancy in late 2018, with 51 exclu-
sive residential units.

In Munich, HOCHTIEF has been selected as general
contractor to deliver the Schwabinger Carreé Il residen-
tial and retail building by September 2019. The project
comprises two building sections with seven upper sto-
ries, a ground floor, and three basement levels. It in-
cludes a total of 105 regular and 95 studio apartments.

In Frankfurt, HOCHTIEF is to build the Living Lyon proj-
ect by April 2019—an eight-story complex with space
for over 120 residential units. The client and HOCHTIEF
worked together from as early as the design phase to
optimize the commercial parameters.
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HOCHTIEF Polska secured the contract to erect an
additional building in the Dom w Dolinie Trzech Stawdw
residential precinct in Katowice by 2019. The company
has already delivered two previous phases of the same
project.

Commercial properties segment

HOCHTIEF Polska has been commissioned to build
production facilities, warehousing as well as office,
staff, and technical amenities for automotive supplier
Hengst in the south-west of Poland. The project was
completed within a few short months.

Sports and event facilities segment

Work continues to schedule on the Mercedes Platz proj-
ect in Berlin—a new sports, culture, retail, and hotel
precinct that HOCHTIEF has been building as general
contractor since 2016. The topping-out ceremony for
the EUR 200 million project was celebrated 16 months
after groundbreaking. In the project, HOCHTIEF is de-
ploying a special hollow body ceiling technology that
makes for lean ceiling thicknesses with wide support
spans and increased load-bearing capacities. This makes
for a total weight reduction of 11,400 kilonewtons, saves
455 cubic meters of concrete, and cuts carbon emis-
sions by 97 metric tons. Completion is slated for the fall
of 2018.

HOCHTIEF Europe division’s key figures

The positive trend in the performance of HOCHTIEF
Europe continued during 2017. Operational PBT was
EUR 45 million and increased by EUR 9 million year on
year which was at the top end of the guidance range of
EUR 40-45 million provided at the beginning of last year.
On sales of EUR 1.6 billion, the division’s profitability
also progressed significantly with the PBT margin ex-
panding to 2.8% compared with 2.3% in 2016.

HOCHTIEF Europe delivered a strong level of cash flow.
Over the last twelve months, positive net cash from
operating activities of EUR 107 million was gener-
ated by the division, an increase of EUR 45 million on the
comparable figure for 2016. The increase was helped

HOCHTIEF Europe Division: Key Figures"

(EUR million) 2017 2016  Change yoy

Operational profit before tax/PBT? 45.0 36.1 24.7%

Operational PBT margin? (%) 2.8 2.3 0.5

Operational net profit? 36.2 30.4 19.1%

Profit before tax/PBT 32.5 18.7 73.8% -

Net profit 237 12.5 89.6% g
[+

Net cash from operating activities 106.6 61.9 72.2% E

Gross operating capital expenditure 18.9 36.2 -47.8% £
o
©

Net cash (+)/net debt (-) 210.6 44.6 372.2% é

Divisional sales 1,609.0 1,696.5 0.8% s

New orders 1,962.0 2,097.5 -6.5% g

Work done 1,893.9 1,949.6 -2.9%

Order backlog (year on year) 3,663.6 3,890.6 -5.8% ("

Employees (end of period) 5,448 6,414 -15.1%

by working capital improvements in construction and
a high level of divestments at the Real Estate business
where capital employed has been reduced by almost
EUR 1.1 billion since the end of 2013.

YAll figures are nominal unless
otherwise indicated

2 QOperational earnings are
adjusted for deconsolidation
effects and other one-off im-
pacts

As a consequence of the strong cash flow performance,
the divisional balance sheet registered a substantial
year-on-year improvement. Net cash at the end of 2017
stood at over EUR 210 million, an increase of EUR 166
million compared with December 2016.

New orders for 2017 remained at a very healthy level
reaching almost EUR 2.0 billion, moderately exceeding
the level of work done during the year. The divisional
order backlog at the end of December stood at EUR
3.7 billion and represents nearly two years of work.

HOCHTIEF Europe Outlook

Looking forward we expect further growth in divisional
operational profit before tax to EUR 55-65 million
for 2018, an increase of EUR 10-20 million com-
pared with EUR 45 million in 2017.
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Bad Ca n nStatt Tu n nel: As part of a joint venture, HOCHTIEF is building the shell construction

for the Bad Cannstatt long-distance and commuter rail node.

i

Compliance is a key component of our work on all HOCHTIEF projects. HOCHTIEF expects employees at all of its
companies not only to abide by the law and adhere to internal regulations but also to demonstrate fairness and

honesty in all their business activities. Managerial staff and employees have a responsibility to meet compliance
requirements. This includes open dealings with all partners involved in our projects.
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Corporate Governance and Compliance

Corporate Governance Report

Corporate governance relates to the principles and
regulatory framework for the management and super-
vision of business enterprises. The Executive Board
and Supervisory Board of HOCHTIEF are bound by the
principles of responsible, transparent business manage-
ment and control geared to long-term financial sustainable
success. They attach great importance to the standards
of good corporate governance. This serves to strengthen
the confidence of investors, customers, employees,
and the general public in HOCHTIEF.

In the following, the Executive Board reports jointly with
and on behalf of the Supervisory Board on corporate
governance at HOCHTIEF in accordance with the Ger-
man Corporate Governance Code (“the Code”).

In February 2018, the Executive Board and Supervisory
Board published the annual Compliance Declaration
pursuant to Section 161 of the German Stock Corpora-
tions Act (AktG). The declaration is reprinted verbatim
at the end of this section. We provide comprehensive
information on our corporate governance practices on-
line B. There you will find our Code of Conduct, all past
compliance declarations as well as the current Decla-
ration on Corporate Governance pursuant to Sections
289f and 315d of the German Commercial Code (HGB).

Under Section 5.4.1 of the Code, the Supervisory Board
is required not only to state concrete objectives for its
composition and prepare a profile of skills for the entire
Supervisory Board, but also to provide information in
the Corporate Governance Report on the implementa-
tion status of those objectives and fulfillment of the
skills profile for the entire Supervisory Board.

In 2017, the Supervisory Board adopted objectives for
the composition of the Supervisory Board and also a
skills profile for the entire Supervisory Board. The ob-
jective is for the Supervisory Board to be composed
such that it is able to provide professional control and
advice for the Executive Board. In addition, the Super-
visory Board is to be composed in such a way that its
members as a group possess the knowledge, ability,
and expert experience required to properly complete

its tasks. Key objectives in this connection include a
suitable degree of diversity, international expertise, in-
dependence, avoidance of potential conflicts of inter-
est, an age limit for members of the Supervisory Board,
and a general limit for the duration of Supervisory Board
membership.

With its current composition as the outcome of the
Supervisory Board elections in spring 2016, the Super-
visory Board complied with the requirements of the
above-mentioned concept of diversity in 2017.

e Since the Supervisory Board elections in spring
2016, the Supervisory Board comprises five women
and eleven men.

e The Supervisory Board has several members who hold

a degree in construction engineering. In addition, the

Supervisory Board includes members with degrees

in business or law and a German public auditor.

Six shareholder representatives on the Supervisory

Board have many years’ experience in the construc-

tion industry or related sectors; six employee repre-

sentatives on the Supervisory Board have many years’

experience in the construction industry from employ-
ment within the HOCHTIEF Group.

All eight shareholder representatives on the Super-
visory Board have lived and/or worked abroad.

Of the eight shareholder representatives on the Super-
visory Board, six are of foreign nationality or have a
foreign second nationality (Spanish/Polish).

In the current composition of the Supervisory Board,
one in two shareholder representatives is indepen-
dent within the meaning of the German Corporate
Governance Code.

With regard to the employee representatives on the
Supervisory Board, the Supervisory Board assumes
that merely holding office as employee representative
on the Supervisory Board does not raise doubt as to
fulfillment of the independence criteria under the Code.
No member of the Supervisory Board has held office
on the Supervisory Board for an uninterrupted period
exceeding 15 years.

No member of the Supervisory Board holds a board
office or acts in an advisory capacity at a major com-
petitor of the HOCHTIEF Group.



e The Supervisory Board does not include any former
members of the Executive Board, with the exception
of one member of the Supervisory Board who was
formerly, for a brief period within the meaning of Sec-
tion 105 (2) AktG, acting deputy to an absent mem-
ber of the Executive Board.

Pursuant to Section 5.4.1 of the Code, the Corporate
Governance Report is also required to provide informa-
tion about what the Supervisory Board regards as the
appropriate number of independent Supervisory Board
members representing shareholders, and the names of
those members:

The Supervisory Board considers the appropriate num-
ber of independent Supervisory Board members repre-
senting shareholders to be a number that corresponds
to the ownership structure. In the current composition
of the Supervisory Board, half of the shareholder repre-
sentatives are independent within the meaning of the
Code. The independent members in this connection
are Ms. Bell, Ms. Geibel-Conrad, Ms. Wolff and Dr.
Garcia Sanz.

Compliance

Compliance organization

We live compliance. Responsibility for compliance at
HOCHTIEF Aktiengesellschaft lies at the very top, with
the Chairman of the Executive Board. He is supported
in this capacity by the Chief Compliance Officer and
the Corporate Compliance and Legal department.
HOCHTIEF's divisions each have a similar organizational
structure headed by a compliance officer. Regular re-
porting—and any ad-hoc reporting in case of special
need—is made directly to the Chief Compliance Officer,
who in turn reports once annually to the Supervisory
Board Audit Committee. The Chief Compliance Officer
is additionally responsible for ensuring implementation
of the Group-wide compliance program, early detec-
tion of compliance risks, and the development of counter-
measures. Compliance managers serve as points of
contact for employees within each company and help
in implementing and fine-tuning the compliance program.
They report to the compliance officers responsible.

Each division has its own compliance committee, which
includes representatives from the various functional
departments (human resources, audit, and procurement).
The compliance committees each meet at least once
on a quarterly basis. They advise and support the com-
pliance organization in integrating its program into
workflows and business processes.

HOCHTIEF’s compliance system is geared to preven-
tion. A special focus is on preventing corruption and
antitrust violations. Responsibility for addressing com-
pliance violations in other areas lies with the relevant
organizational function, such as the competence cen-
ter for occupational safety, health, and environmental
protection (OSHEP Center)" or the HOCHTIEF Data
Security Officer.? The aim is to inform employees
about corruption issues and give them greater security
in dealing with competitors.

see pages 110 to 113.

see the Opportunities and
Risks Report on page 130.

The HOCHTIEF compliance program

Compliance is an integral part of our guiding principles.
We expect our employees to embrace HOCHTIEF’s
vision and to comply with the Code of Conduct in their
day-to-day work. As a fixed element of our corporate
culture, the Code of Conduct applies in all HOCHTIEF
companies. It incorporates key statutory requirements
as well as obligations under voluntary commitments
that we have pledged to comply with and support—
such as the UN Global Compact and the ILO Core
Labour Standards.

We established a binding code of conduct containing
our compliance requirements as early as 2002 and
have continuously developed it since. This HOCHTIEF
Code of Conduct is binding for the employees of
HOCHTIEF Aktiengesellschaft and the HOCHTIEF Eu-
rope division. The companies in the HOCHTIEF Ameri-
cas and HOCHTIEF Asia Pacific divisions have adopted
these standards in their own codes of conduct. Avail-
able in 13 languages, the HOCHTIEF Code of Conduct
helps employees deal correctly with antitrust issues,
business partners, and potential conflicts of interest.
The Code provides guidance on what constitutes brib-
ery or corruption, the rules on donations and sponsor-
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Focus area indicator
Compliance

Aspect: Fighting corruption:
Number of Compliance
training courses

See GRI index.

Compliance.

Save Your Business!

Focus area indicator
Compliance

Aspect: Antitrust law:
Security in dealing with
competitors

See GRI Index.
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ship funding, and how to handle certain types of infor-
mation where inside knowledge, confidentiality, or data
privacy is involved. It also addresses topics such as
health and environmental protection; company assets
including the documentation of transactions, dealing with
company-owned property and assets, and insider rules;
and principles of social responsibility” such as respect-
ing human dignity, rejecting child labor and forced la-
bor, upholding equal opportunities and bans on discrimi-
nation, the right to organize, and the right to collective
bargaining.

Group directives and work instructions provide em-
ployees across all divisions with guidance on applying
the Codes of Conduct in their day-to-day work.

HOCHTIEF also calls upon business partners, customers,
and suppliers to comply with the Group’s high standards.
To support this, HOCHTIEF has published its Code of
Conduct for Business Partners, which is likewise avail-
able in 13 languages.

HOCHTIEF’s system geared to prevention adopts ap-
propriate measures to guard against compliance viola-
tions. Upholding our compliance requirements is the
responsibility of managerial staff and employees alike.
No business deal is worth endangering the high de-
gree of trust enjoyed by HOCHTIEF and the excellent
reputation of our Group.

In all divisions, key groups of business associates such
as joint venture partners and consultants undergo careful
selection in an established process and are approved
by Compliance—always with a view to building success-
ful long-term business relationships. Their integrity and
reliability are analyzed, in part with the aid of external
databases. We document this selection process in a
business partner compliance due diligence.

During the reporting year, we additionally analyzed our
long-established anti-terror measures, fine-tuned exist-

ing processes, and revised the binding instructions for
employees involved in verification. This is to ensure that
HOCHTIEF only pays individuals and entities that do
not appear on international sanctions lists.

We keep employees informed about the compliance pro-
gram, points of contact, and internal directives using
in-house media. These also list the available training
packages. Classroom training and electronic learning
programs devoted to conveying and exploring compli-
ance issues in-depth are highly popular. Training was
once again provided by Compliance for employees in
Germany and internationally during the reporting year. A
total of 27,172 employees participated in such training
in 2017, comprising 18,870 in the HOCHTIEF Asia Pacific
division, 7,619 in the HOCHTIEF Americas division, and
683 in the HOCHTIEF Europe division (including the
holding company).

Number of Compliance training courses

2017 2016
HOCHTIEF Americas 7,619 5,401
HOCHTIEF Asia Pacific 18,870 9,624
HOCHTIEF Europe 683 1,720
HOCHTIEF Group 27,172 16,745

*excl. UGL

Our long-term goal is to ensure that every employee
within the Group receives Compliance training at least
once. We also aim to ensure that our employees feel
secure in dealing with antitrust law matters.
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All HOCHTIEF employees are expressly called upon to
report any compliance shortcomings. HOCHTIEF em-
ployees who wish to report a matter but do not wish,
or are unable, to go directly to their superior can use
the whistleblower systems that are firmly established in
all divisions. Hotlines and e-mail addresses are avail-
able for this purpose. The information reported is esca-
lated to compliance officers or Corporate Compliance.
For whistleblowers’ protection, all information is treated
in confidence as a matter of course. Whistleblowers
may also remain anonymous from the outset if desired.

Outside stakeholders such as customers and business
partners are likewise able to report issues to Compliance;
the contact details are to be found on the HOCHTIEF
website.

Corporate Compliance or Corporate Auditing launches
compliance investigations on an ad-hoc basis wherever
a violation of compliance rules is suspected. The Audit-
ing function additionally monitors the compliance pro-
cesses and directives. During the reporting year, 53
compliance-related reviews were conducted.

The compliance organization regularly analyzes the im-
plementation on the basis of self-assessments and in-
terviews. HOCHTIEF Europe’s annual compliance spot
check evaluates the role of compliance in daily work.
For the first time in November 2017, an analysis of this
kind was also performed at Flatiron as part of the com-
pany’s Ethics and Compliance Week. A compliance proj-
ect audit was additionally developed and introduced
during the reporting year. Based on a risk matrix, Cor-
porate Compliance—in collaboration with Corporate
Auditing—audits HOCHTIEF projects with regard to ful-
fillment of compliance requirements. Quick checks on
compliance and human rights have also been developed
for Corporate Auditing to use in identifying potential
risks as part of its audit activities.

In the event of identified breaches of the law and inter-
nal directives, we pursue their investigation without
compromise and with the highest priority. The compli-
ance officer responsible prepares measures tailored to
the matter in question and submits them to manage-
ment for approval. It goes without saying that we take
care to guard against anonymous false accusations.

Responsibility for any disciplinary action that may be
necessary—which can include dismissal—lies with the
relevant superior or management. In the event of an
identified breach of the rules, the compliance officer re-
sponsible checks whether the prevailing requirements
and processes are sufficient. If necessary, the compli-
ance officer revises the requirements or initiates appro-
priate action.

We firmly believe that ethical values and commercial
performance are mutually interdependent. For this rea-
son, we attach utmost importance at HOCHTIEF to
ensuring that our compliance culture is lived and breathed
throughout the Group. This is critical to our long-term
success.
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Compensation report

Executive Board compensation for 2017

The Executive Board compensation system is geared
toward sustainable, long-term management of the com-
pany. Total compensation for members of the Execu-
tive Board is set by the Supervisory Board. The com-
pensation system for the Executive Board is also decided
and regularly reviewed by the Supervisory Board. The
Supervisory Board’s Human Resources Committee pre-
pares the relevant motions for resolution by the full
Supervisory Board.

The compensation for the Executive Board members
for 2017 comprises

. a fixed compensation

. fringe benefits

. a variable compensation
. a pension plan.

A~ O N =

1. The fixed compensation is paid in equal monthly
amounts.

2. The fringe benefits comprise amounts to be recog-
nized for tax purposes for private use of company
cars and other non-cash benefits.

3. The variable compensation is computed on the basis
of the following equally weighted components: ad-
justed free cash flow, consolidated net profit absolute,
and consolidated net profit delta as compared to the
prior year. Target attainment for all three components
can range between zero and 200% of the budgeted
figure. The Supervisory Board has the right to adjust
overall target attainment with regard to the financial
targets upward or downward according to its assess-
ment of the attainment of the agreed strategic targets.

The resulting variable compensation is settled in
three parts as follows:

a. Cash settlement (short-term incentive component)

b. Transfer of shares of HOCHTIEF Aktiengesellschaft
in the net amount, subject to a two-year retention
period (long-term incentive component? |)

c. Grant of an annual long-term incentive plan (long-
term incentive component lI).

. All members of the Executive Board have company

pension plans in the form of individual contractual
pension arrangements that provide for a minimum
pension age of 65. The amount of the pension is de-
termined as a percentage of fixed compensation, the
percentage rising with the number of years in office.
The maximum amount the Executive Board member
can receive is 65% of his final fixed compensation.
Surviving dependents receive 60% of the pension.



Group Management Report: Corporate Governance and Compliance

Benefits Fernandez Verdes Legorburo von Matuschka Sassenfeld
granted Chairman of the Executive Board Member of the Executive Board Member of the Executive Board Chief Financial Officer
Date joined: April 15, 2012 Date joined: May 7, 2014 Date joined: May 7, 2014 Date joined: November 1, 2011
2016 2017 2016 2017 2016 2017 2016 2017

(EUR thousand) Granted  Minimum Maximum Granted ~ Minimum Maximum Granted  Minimum Maximum Granted  Minimum Maximum
Fixed compensation 1,069 1,225 1,225 1,225 318 328 328 328 371 382 382 382 637 656 656 656
Fringe benefits 50 40 40 40 16 16 16 16 26 26 26 26 33 20 20 20
Total 1,119 1,265 1,265 1,265 334 344 344 344 397 408 408 408 670 676 676 676
One-year variable
compensation 1,379 1,610 0 1,610 371 382 0 382 424 437 0 437 743 765 0 765
Multi-year variable
compensation

Long-term incentive

component I 1,167 1,274 0 1,274 371 382 0 382 424 437 0 437 743 765 0 765

Long-term incentive

component 12

(5-year term) 1,166 1,274 0 1,274 372 382 0 382 424 437 0 437 742 765 0 765
Total 4,831 5,423 1,265 5,423 | 1,448 1,490 344 1,490 | 1,669 1,719 408 1,719 | 2,898 2,971 676 2,971
Pension expenses
(service and interest
cost) 1,742 1,916 1,916 1,916 233 276 276 276 288 333 333 333 534 628 628 628
Total compensation | 6,573 7,339 3,181 7,339 | 1,681 1,766 620 1,766 | 1,957 2,052 741 2,052 | 3,432 3,599 1,304 3,599
"Transfer of shares with two-year retention period
2 Granted as long-term incentive plan/Value at grant date
Benefits Fernandez Verdes Legorburo von Matuschka Sassenfeld
allocated Chairman of the Member of the Member of the Chief Financial Officer

Executive Board Executive Board Executive Board Date joined: November 1, 2011
Date joined: April 15, 2012 Date joined: May 7, 2014 Date joined: May 7, 2014

(EUR thousand) 2017 2016 2017 2016 2017 2016 2017 2016
Fixed compensation 1,225 1,069 328 318 382 371 656 637
Fringe benefits 40 50 16 16 26 26 20 33
Total 1,265 1,119 344 334 408 397 676 670
One-year variable compensation 1,379 1,379 371 371 424 424 743 743
Multi-year variable compensation

Long-term incentive component I 1,167 1,167 371 371 424 424 743 743

Long-term incentive component Il 707 0 0 0 139 68 1,019 66
Total 4,518 3,665 1,086 1,076 1,395 1,313 3,181 2,222
Pension expenses
(service and interest cost) 1,916 1,742 276 233 333 288 628 534
Total compensation 6,434 5,407 1,362 1,309 1,728 1,601 3,809 2,756

"Transfer of shares with two-year retention period
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Arrangements in the event of termination of
contract

If their contract is not extended, Executive Board mem-
bers receive a severance payment equaling one year’s
fixed annual compensation. For the severance award to
be payable, an Executive Board member must be in at
least the second term of office as a member of the Execu-
tive Board and be under the age of 65 on expiration of
the contract. In case of early termination of Executive
Board mandates, severance payments will not exceed
the value of two years’ annual compensation (severance
cap) and compensation will not be payable for more
than the remaining term of the contract.

The present value of pension benefits for current and
former Executive Board members is EUR 100,999 thou-
sand (2016: EUR 104,427 thousand).

Payments to former members of the Executive Board
and their surviving dependents were EUR 5,443 thou-
sand (2016: EUR 4,471 thousand). Pension obligations
to former members of the Executive Board and their
surviving dependents totaled EUR 86,464 thousand
(2016: EUR 90,698 thousand).

Executive Board compensation for past years
A past service cost of minus EUR 1,504 thousand

was incurred in connection with the extension of Mr.
Fernandez Verdes’ contract.

In 2017, the Supervisory Board adopted a Long-term
Incentive Plan 2017 (LTIP 2017) for the members of

the Executive Board to satisfy the long-term incentive
component Il from 2016. This comprises grants of per-
formance stock awards (performance-linked phantom

stocks). The terms of the 2017 performance stock awards

provide that, after the three-year waiting period, those
entitled have, for each performance stock award and for
a further two-year exercise period, a monetary claim
against the Company equal to the closing price of

HOCHTIEF stock on the last day of stock market trad-
ing prior to the exercise date plus a performance bonus.
The size of the performance bonus is relative to adjusted
free cash flow. The value of all entitlements to perform-
ance stock awards under Long-term Incentive Plan
2017 is capped so that the amount of compensation
stays appropriate in the event of extraordinary, unfore-
seeable developments. Mr. Fernandez Verdes was
granted 5,449 performance stock awards worth EUR
1,166 thousand at the grant date. Mr. Legorburo was
granted 1,734 performance stock awards worth EUR
372 thousand at the grant date. Mr. von Matuschka
was granted 1,981 performance stock awards worth
EUR 424 thousand at the grant date. Mr. Sassenfeld
was granted 3,467 performance stock awards worth
EUR 742 thousand at the grant date. Additional informa-
tion on the plans is provided in the Notes to the Con-
solidated Financial Statements on pages 197 to 199.

The long-term incentive plans granted to Executive
Board members in the last few years resulted in the
following expense:

Expenses under

(EUR thousand) long-term incentive plans
. 2017 2,392
Fernandez Verdes
2016 2,763
2017 434
Legorburo
2016 343
2017 647
von Matuschka
2016 640
2017 1,374
S feld
assente 2016 1,705
Executive Board 2017 4,847
total 2016 5,451
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Executive Board compensation in relation to
offices held at Group companies

For his services in Australia as Executive Chairman of
CIMIC in 2017, Mr. Fernandez Verdes received a lump-
sum expense allowance of EUR 337 thousand”and
fringe benefits in the amount of EUR 4 thousand". The
stock appreciation rights granted by CIMC to Mr.
Fernandez Verdes in 2014 led to an expense in the
amount of EUR 6,415 thousand.

Further compensation for the holding of office on the
boards of other companies in which HOCHTIEF has a
direct or indirect interest is either not paid out to the
Executive Board members or is set off against their
Executive Board compensation.

Fixed compensation

Supervisory Board compensation

Supervisory Board compensation is determined at the

Annual General Meeting and is governed by Section 18
of the Company’s Articles of Association. Compensa-
tion for 2017 is shown in the table below.

Attendance fees Total compensation

(EUR) (without VAT) (without VAT) (without VAT)
Pedro Lépez Jiménez 195,000 17,000 212,000
Angel Garcia Altozano 130,000 22,000 152,000
Beate Bell 97,500 17,000 114,500
Christoph Breimann 65,000 14,000 79,000
Carsten Burckhardt 97,500 20,000 117,500
José Luis del Valle Pérez 97,500 25,000 122,500
Patricia Geibel-Conrad 97,500 22,000 119,500
Dr. rer. pol. h.c. Francisco Javier Garcia Sanz 65,000 6,000 71,000
Arno Gellweiler 97,500 17,000 114,500
Matthias Maurer 130,000 22,000 152,000
Luis Nogueira Miguelsanz 97,500 20,000 117,500
Nikolaos Paraskevopoulos 97,500 14,000 111,500
Sabine Roth 97,500 22,000 119,500
Nicole Simons 97,500 17,000 114,500
Klaus Stimper 97,500 25,000 122,500
Christine Wolff 97,500 17,000 114,500
Supervisory Board total 1,657,500 297,000 1,954,500

The euro amount depends on

the exchange rate.
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Compliance Declaration pursuant to Section 161
of the German Stock Corporations Act

After due appraisal, the Executive Board and Super-
visory Board of HOCHTIEF Aktiengesellschaft submit
their compliance declaration as follows:

HOCHTIEF Aktiengesellschaft complies with the recom-
mendations of the Government Commission on the
German Corporate Governance Code dated February
7, 2017 and published on April 24, 2017 by the German
Ministry of Justice and Consumer Protection in the offi-
cial section of the electronic Bundesanzeiger (Federal
Official Gazette). In addition, HOCHTIEF Aktiengesell-
schaft has complied with these recommendations, both
in the above-mentioned version and in the preceding
version of May 5, 2015, since publication of the last Com-
pliance Declaration in February 2017. The following ex-
ceptions apply:

e Since 2012, Section 5.3.2, paragraph 3, of the Code
has contained a recommendation that the Chairman
of the Audit Committee should be independent. To
comply with this recommendation, the Supervisory
Board would have had to vote out of office the cur-
rent Chairman of the Audit Committee, Mr. Angel Garcia
Altozano. The Supervisory Board is of the opinion that
it is in the interests of the Company for Mr. Garcia
Altozano to remain Chairman of the Audit Committee
despite his business relations with ACS, Actividades
de Construccién y Servicios, S.A. This assessment is
based on the fact that Mr. Garcia Altozano has been
a member of the Audit Committee since 2007 and its
Chairman since May 2010. In its decision, the Super-
visory Board took into account Mr. Garcia Altozano’s
considerable expertise and experience from having
held leading positions in international companies.

e Section 5.4.1 paragraphs 2 to 4 of the Code contains
detailed recommendations on the composition of the
Supervisory Board and the selection of candidates
when the Supervisory Board makes proposals to the
Annual General Meeting concerning the election of
new members to the Supervisory Board. In the previ-
ous Compliance Declaration of February 2017, as a
precautionary measure we declared a partial depar-
ture from these recommendations (in the 2015 ver-
sion). These recommendations have been reworked
and supplemented in this year’s revision of the Code.
The Supervisory Board has adopted several resolu-
tions in order to comply with these recommenda-
tions. This relates to future proposals to the Annual
General Meeting for new elections to the Supervisory
Board as well as annual reporting in the Corporate
Governance Report on the implementation status of
these recommendations. HOCHTIEF Aktiengesell-
schaft will therefore henceforth comply with the rec-
ommendations in Section 5.4.1 paragraphs 2 to 4 of
the Code.

e The Code’s recommendations on election recommen-
dations to the Annual General Meeting contained in
Section 5.4.1 paragraphs 6 to 8 of the Code (disclosure
of the personal and business relations of each indi-
vidual candidate with the enterprise, the executive
bodies of the enterprise and with any shareholder
holding a material interest in the enterprise) are as in
prior years not applied. In practice, there is currently
still legal uncertainty regarding what relations the Code
recommendations require to be disclosed in each in-
dividual instance and in what scope. The Supervisory
Board will watch developments in this regard and
re-examine the question of applying the Code recom-
mendations in the next fiscal year.
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With regard to the recommendation given in Section
4.2.3, paragraph 2, sixth sentence of the Code—that the
amount of compensation be capped, both overall and
for variable compensation components—we note that
the contracts with the members of our Executive Board,
as well as providing for a fixed salary, include caps on
the amounts of all variable compensation elements. Sup-
plementary to this, the Supervisory Board has reserved
the right, in addition to the fixed annual salary and the
variable compensation components, to grant at its own
discretion a one-off payment for exceptional perform-
ance. The contracts also provide for normal fringe ben-
efits (private use of company car, accident insurance,
etc.). There is no cap on the amount of any one-off pay-
ment for exceptional performance or on the value of
fringe benefits because it does not appear necessary
for such amounts to be capped in accordance with the
letter and spirit of the Code recommendation and, in
our legal appraisal, the Code recommendation does
not extend to this. For the same reason, such payments
and benefits are not covered by any cap on the amount
of overall compensation.

Essen, February 2018

HOCHTIEF Aktiengesellschaft
For the Supervisory Board For the Executive Board

Pedro Lépez Jiménez Marcelino Fernandez Verdes

Peter Sassenfeld
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An X-ray laser that promises scientists groundbreaking revelations. This is a project like no other in the world:
HOCHTIEF has built a tunnel system to accommodate the European XFEL X-ray laser deep under the city of Ham-
burg, 36 meters underground. Every millimeter of its 3.4 kilometers had to be built precisely to specification, as the
high-tech equipment does not tolerate deviations. The HOCHTIEF team completed the tunnel system ahead of
schedule and under budget, so the world’s largest and most powerful X-ray laser was up and running in 2017. It
produces ultra-short light flashes—27,000 per second. Designed to help scientists tap into new research possibilities
and gain insights into previously unseen processes, the laser is to make atomic details of viruses and cells visible.
This is expected to yield new findings for fields such as cancer research.



Research and Development

Innovative power adds value

Most of the infrastructure projects we carry out for our
clients worldwide are unique and require us to develop
and implement project-specific proposals. This is why
innovation is elementary to our business success. Our
strong position in this arena is based on the powerful
innovating drive of our workforce as well as our Group-
wide research and development (R&D) activities. We
continuously build and hone our technical know-how,
which has earned us an outstanding reputation among
customers. Our innovative solutions enhance the qual-
ity and efficiency of our projects and services.

Innovation is one of our guiding principles: We work tire-
lessly to improve and, with a self-critical process of
reflection, seek options for optimization. Aside from its
economic benefits, our innovative power also takes us a
long way toward achieving our environmental and social
goals, and is a major factor in sustainability at HOCHTIEF.

The overarching strategic goals of our innovation man-
agement are the competitive positioning of the HOCHTIEF
companies and the long-term marketability of our serv-
ices. Within this, our innovation strategy aids the goal
of improving operating efficiency on a sustained basis.
HOCHTIEF places the emphasis here on forward-think-
ing solutions integrated into our contracting work, with
digitalization playing a key role in our innovation projects.

GBI TL

The use of virtual reality tools on construction sites
therefore is one of HOCHTIEF’s long-term goals.

Group-wide innovation system

Our innovative capacity is firmly rooted in the established
Group units and activities dealing with innovation (see
diagram). HOCHTIEF Innovation Management has been
restructured and is now part of the Risk Management,
Organization and Innovation corporate department newly
created in the reporting year. The team is responsible
both for Group-wide innovation management and for
that of our European subsidiary HOCHTIEF Solutions.
All Group companies can apply for project-specific fund-
ing via the corporate innovation budget. In a defined,
transparent process, an Innovation Committee compris-
ing representatives of the operational units and the
holding company decides what projects to fund and
develop.

The innovation managers within the HOCHTIEF hold-
ing company consult on an ongoing basis with subsidi-
aries and, as needed, with supporting functions at the
HOCHTIEF holding company in order to create trans-
parency and generate synergies. The knowledge transfer
takes place within the Innovation Committee, at events,
through collaboration on projects, and in web confer-
ences.

Innovation organization

HOCHTIEF Aktiengesellschaft

Corporate Innovation Management at Holding Level

+ < 4

Group-wide sharing and cooperation:
Network of Innovation Managers; exchange of experts; external innovation networking

\ 4 v 4

HOCHTIEF Americas

Turner Construction CImMIC
® Innovation Group

* Change Management Team

Flatiron H
* Technical Services Group

HOCHTIEF Asia Pacific

 EIC Activities/
Engineering, Risk and Innovation

HOCHTIEF Europe

HOCHTIEF Solutions
¢ Innovation Management

' ' ¢ |deas Management

?

?

This chapter is
part of Focus

Area Sustainable
Products and
Services

u For further information
on R&D and innovation
projects, please see
www.hochtief.com/rd

Number of R&D projects

26 26
19

2015 2016 2017

Number of R&D projects
completed

5

3
2015 2016 2017

Number of R&D projects started

10
’ 5

2015 2016 2017

Investment volume of R&D
projects (EUR million)

4.7 45
41

2015 2016 2017

The statistics in the charts only
relate to innovation projects of
Group Innovation Management
at holding company level.
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At our U.S. subsidiary Turner, the Innovation Group is
responsible for identifying and supporting the develop-
ment and implementation of innovative practices across
the company. With a focus on structured problem solv-
ing, the group works toward improvements at Turner
and the industry in North America. Among the innovative
practices developed are Virtual Design and Construc-
tion, Augmented Reality and lean construction practices
that serve to improve efficiency and quality of service.

At our Australian Group company CIMIC, systematically
driving ahead improvements and the development of
innovative solutions is the task of EIC Activities. The team
gives all CIMIC companies access to the Group’s col-
lective experience, technical capabilities and leading
edge technology applications. EIC Activities brings
together engineering experts, technical solutions, lean
practices and global industry developments—equip-
ping tender and project teams with more levers to miti-
gate risk, add value to projects and drive performance.

Tools

We deploy a variety of tools across the Group to ensure
that employees’ suggestions can be captured and evalu-
ated easily and transparently. Employees at the European
units can submit suggestions through the Ideas Room.
In 2018, this is to be replaced by a new application that
employs a more collaborative approach in order to en-
courage participation.

Our U.S. subsidiary works with the Turner Learning Tree,
a web-based knowledge management platform that
allows employees to publish their best practice solutions.
In addition, Turner conducts an annual Innovation Sum-
mit. The Summit brings together a wide cross-section
of participants from across the company. They share
ideas and innovations as well as learn about cutting-edge
practices and new developments. In this way, they gain
an up-front overview of new trends in our business that
may impact the construction industry in the years ahead.

Our Australian Group company CIMIC has launched a
Webinar Wednesday series to encourage in-house
knowledge transfer and collaboration among employ-
ees. The regular seminars on technical topics are
broadcast live throughout the Group and remain avail-
able for subsequent viewing on the CIMIC intranet.
These webinars consist of a presentation and a ques-
tion-and-answer session to share information on best
practices and new technologies.

Awards and events
HOCHTIEF Innovation Award
In 2017, we bestowed the first HOCHTIEF Innovation
Award as a way to foster the effective exchange of best
practices in the Group and recognize innovative work.
All employees, individually or in teams, were eligible to
apply by submitting a specific measure that had already
been implemented. The competition was held in two
stages: first among the HOCHTIEF Group companies,
i.e. Turner, Flatiron, the CIMIC companies, and the
HOCHTIEF Solutions companies. In all, 230 submissions
were received. A panel of judges evaluated the entries
at company level and chose the winners in various cat-
egories based on Group-wide uniform criteria. In the
second stage, a Group panel headed by the Chairman
of the Executive Board judged the entries. The panel
emphasized that improvements were vital especially to
core processes in order to make projects profitable.
Three entries received Merit Awards (the projects are
described on the following pages):
* Maintenance service efficiency program for haul
trucks (Thiess)
e Smart construction logistics—central logistics man-
agement (HOCHTIEF Engineering/HOCHTIEF ViCon)
e Use of virtual reality tools (Turner)

Awards for the best ideas

The best entries submitted to the Ideas Room were rec-
ognized by the HOCHTIEF Solutions AG Executive
Board at the annual Ideas Management meeting. Once
again, the broad spectrum of prize-winning ideas clearly
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highlighted HOCHTIEF employees’ innovative acumen.
Winning entries included innovative financing and opti-
mized rental models, new engineering solutions, and
marketing ideas. In-house events at the Group compa-
nies devoted to all aspects of innovation also help to
raise awareness and foster ongoing work in this area.

Examples of innovative projects

Standardized bridges

Existing bridges in Germany and many neighboring
European countries have suffered damage and are in
need of extensive repair. As all-in measures for expan-
sion, maintenance, and operation, PPP projects as well
as design-and-build models are key pillars in the rapid
and sustainable refurbishment of transportation infra-
structure within short periods of time. Due to the large
number of new bridges and structural engineering works
required, HOCHTIEF is pursuing an innovation project
geared to exploring how to develop and establish a
standardized bridge construction method. Standardized
construction has significant advantages over building
each bridge on a case-by-case basis. Quality, for in-
stance, can be improved, while bid preparation, plan-
ning, and work preparation are curtailed and overall
costs cut in all phases.

Central logistics management

With the development of a system for central logistics
management, which takes into account both the con-
struction and bidding phases in the form of visualiza-
tions, HOCHTIEF Solutions has succeeded in winning
additional contracts. Thanks to the visual design, sub-
contractors find using the central logistics management

system easy and intuitive. The concept lends itself to
major projects around the globe.

Enhanced safety through innovative technology
With the help of technology previously only used in
mines, CPB Contractors was able to significantly en-
hance the safety of the 250 tunnelers working on the
WestConnex M4 East project. Using a shock and vibra-
tion-resistant WLAN network, Mine Site Technology is
able to locate all personnel and vehicles underground.
While the system is used on a daily basis for general
safety and communication purposes, it is also valuable
in emergencies. As a result, the technology has set
new safety standards for underground construction
projects.

Virtual reality tools create added value

Turner leverages the benefits of 3D modeling in almost
every new construction project it undertakes. In combi-
nation with virtual reality tools, 3D models help the client
as well as everyone else involved in the project to visu-
alize the project in its current state so that making deci-
sions is much easier. Thanks to the new technology,
planning and executing construction work are more
efficient while simultaneously saving costs and time.
Turner is also using the technology to facilitate safety
training.

Efficient servicing of trucks

Australian Group company Thiess has rolled out a
service efficiency program based on Lean Manage-
ment/5S for servicing mining vehicles. As a result,
truck servicing durations at the Solomon Hub mine

Award-winning suggestions: At
the Ideas Management annual
meeting, the Executive Board
honored the best input from
HOCHTIEF Solutions (left).

An innovative centralized logis-

tics management system features
a visual user interface, enabling
intuitive operation by HOCHTIEF
Solutions subcontractors (right).
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With semi-permanent LED
lighting and sprinkler systems,
CPB Contractors not only as-
sured efficient 24-hour opera-
tions but also secured savings
as well as a 90% reduction in
emissions (left).

Thanks to an innovative tech-
nology developed by Flatiron,
the precise location can be tar-
geted in watercourses before
pouring concrete (right).

Focus Area indicator
Sustainable Products
and Services

Aspect: BIM as a future-
oriented work method
See GRI index.

"The comparatively low number
of BIM projects in the HOCHTIEF
Asia Pacific division is a result
of, among others, the special
nature of the business: At CIMIC,
fewer projects are completed
than in other divisions but the
projects are larger. (including
GIS data)
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have been reduced by 50% to six hours. A reduction in
open flame work and in manual processes also im-
proves safety—and available truck working time has
been increased by an additional 4,000 hours.

Innovative lighting and dust suppression

On construction sites with around-the-clock operations,
continuous, good-quality lighting is essential. The Aus-
tralian Group company CPB Contractors made use of
semi-permanent LED lighting instead of mobile lighting
towers on one of its projects. This improved visibility in
the relevant area, allowing work to continue uninter-
rupted 24 hours a day. Instead of relying solely on the
usual water carts for dust suppression, the company
installed a temporary sprinkler system that was supplied
with rainwater. Considering the cost, environmental,
and safety benefits they offer, the solutions CPB Con-
tractors developed for this construction site will be a
viable option for all projects requiring night works.

Innovative foundation concept

It is extremely difficult to precisely position precast con-
crete elements into a hole excavated in a riverbed. This
is why our U.S. subsidiary Flatiron developed a special
process for the construction of the New Champlain
Bridge in Montreal, Canada. Using hydraulic jacks fixed
to the precast footings and a custom catamaran barge,
the exact location can be targeted before pouring the
concrete. Since the entire process is executed from
above the water line, no divers or remotely operated
vehicles are required. This method is consequently
more efficient and affordable as well as safer. The pro-
cess is suited to any project where heavy elements
need to be placed in the water.

Innovation focus: BIM

Building Information Modeling (BIM) is the way of the
future for efficient building. This digital planning tech-
nique relies on actively networking all those involved
with the help of a 3D computer model, which can in-
corporate additional information such as schedules
and budgets. All parties work in one model so that they
can quickly respond to changes in planning—which
helps make risk management more effective, especially
with complex projects. Thanks to coordinated commu-
nications and organization, project operations can be
adapted to suit current circumstances while downtime
and collisions are avoided. Furthermore, BIM helps in
the designing of optimally integrated logistic concepts,
ensuring that unnecessary transportation and the green-
house gases this produces are eliminated. Based on
the model, project participants can also calculate the
carbon footprint as well as possible savings.

Number of HOCHTIEF Group projects
delivered using BIM up to 2017
2,025
1,245
490
290
HOCHTIEF HOCHTIEF HOCHTIEF HOCHTIEF
Americas Asia Pacific! Europe Group
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The Australian Group company
Thiess implemented the indus-
try’s first maintenance service
program for trucks.

HOCHTIEF recognized this potential early on and
founded the company HOCHTIEF ViCon GmbH, which
specializes in these methods. It is our aim to grow ex-
pert BIM skills throughout the Group. This is why the
HOCHTIEF Academy together with ViCon will further
expand their course offerings in this area in 2018.

Our U.S. subsidiary Turner hardly undertakes any proj-
ects without using BIM. In Australia, too, demand for
BIM is on the rise: In December 2017, the CIMIC com-
panies CPB Contractors, Leighton Asia, UGL, Sedg-
man, Pacific Partnerships, and EIC Activities were the
first companies in Australia and Asia to earn the Kite-
mark certification for their exceptional services using
BIM in planning and construction. Awarded by the British
Standards Institution (BSI), the distinction serves as an
international benchmark in the field of digital engineer-
ing services and project execution. At HOCHTIEF in
Europe, BIM carries significant weight as an innovation
focus. HOCHTIEF ViCon collaborates with several Ger-
man universities on training future BIM users. Further-
more, company employees sit on the committee that
is working with the federal government to create the
phased BIM plan for Germany. Ever greater numbers of
clients, especially from the public sector, are request-
ing BIM applications—which opens up opportunities for
HOCHTIEF to win them over with its many years of
market experience.

We want to intensify the use of BIM within the Group
even further and use this technology on all large-scale
projects in the long term.

Number of employees provided with BIM or
similar training in 2017

Division HOCHTIEF HOCHTIEF HOCHTIEF HOCHTIEF
Americas Asia Pacific Europe Group

Employees 65 650 104 819

Networks and collaboration

HOCHTIEF is one of the founding members of ENCORD
(European Network of Construction Companies for
Research and Development). European companies share
information about research, development, and innova-
tion via this platform. Here we benefit from best-practice
exchange on issues such as infrastructure construc-
tion, occupational safety and health, lean construction,
virtual construction, and the environment.

As a member of the European Construction Technology
Platform (ECTP), HOCHTIEF is also actively involved in
maintaining the high technical standards of the European
construction industry. The approximately 200 members
of the ECTP comprise a range of construction industry
stakeholders. ECTP champions construction-related
research and innovation to meet societal needs and en-
vironmental challenges in urban development and spatial
planning. This exchange, coupled with the resulting
global cooperation network, is a key factor in our Group’s
capacity to innovate.
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Safety and health protection are the top priorities in all HOCHTIEF’s activities—so our employees and those of our
subcontractors can get home safe and sound at the end of each day. To keep this issue at the forefront of everyone’s
minds, numerous initiatives, from Occupational Safety Day through health and safety inspections all the way to
healthcare fairs, are held during the course of the year. In 2017, a rescue-at-heights training session was conducted
in Frankfurt in collaboration with the city’s fire department. The drill on the HOCHTIEF Marienturm project in Frankfurt
was an impressive demonstration of how fast a person can be rescued from a height of 60 meters—provided that
all those involved are thoroughly trained and the process can proceed in a controlled manner. This is yet another
area that highlights the vital importance of good organization at construction sites.
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Employees

This chapter is
part of Focus

Area Attractive
Working Environ-
ment

The foundation of our success

Human resources strategy

Our business segments’ success is built fundamentally
on our employees’ expertise, skills, dedication, and
teamwork in a spirit of trust. This is why our human re-
sources strategy has for many years focused on selec-
tively developing staff members, entrusting them with
responsibility, and giving them the space to innovate.
We provide a safe working environment coupled with
attractive and commensurate remuneration. Finding
and retaining the best talent for our teams is crucial and
our top-level goal. We want our employees and the
labor market to view us as an attractive employer.

Our regular duties include conducting periodic risk sur-
veys in all operating companies and departments, eval-
uating them, and developing measures based on the
results. In view of the strained labor market, recruiting
sufficient numbers of high-caliber specialists is cur-
rently a major challenge. We successfully meet this
challenge by reaching out to candidates in a variety of
ways.

Our guiding principles—integrity, accountability, inno-
vation, delivery, sustainability, and safety—not only serve
as a reliable touchstone for our actions but also allow
us to quickly assimilate new organizations and staff into
the HOCHTIEF Group when, for instance, we acquire
businesses. The absorption of companies such as UGL
and Sedgman into the HOCHTIEF Asia Pacific division in
2016 is a testimony to how these principles provide both
a framework and roadmap. Within a short period, CIMIC
succeeded in integrating 7,500 employees into the
Group. Established processes, existing organizational
structures, and comparable corporate governance
principles provided a sound basis for this to succeed.
In addition to extending the scope of the business seg-
ments beyond our existing core competencies, the suc-
cessful integration demonstrated that our corporate
culture is open to change and expansion.

Number of employees at HOCHTIEF by division

(as of the reporting date)" Footnotes to chart:

" Total workforce: All persons
who are employed by a fully
consolidated HOCHTIEF Group
company as of the reporting
date (except for the Executive
Board). Employees are counted
per capita.

2The holding company had 167
employees as of the reporting
date.

W HOCHTIEF Group

Wl HOCHTIEF Americas

M HOCHTIEF Asia Pacific
HOCHTIEF Europe
(incl. holding company)?

Dec. 31, 20156

Dec. 31, 2016 Dec. 31,2017

Number of employees

Year-end 2017, we employed 53,890 staff worldwide,
which represents an increase to employee numbers of
4.7% on the previous year.

Total number of employees in the HOCHTIEF Group by gender and
employment type (reporting date Dec. 31, 2017) and number of new hires
and departures (2017 total)

HOCHTIEF HOCHTIEF HOCHTIEF HOCHTIEF
Group Americas Asia Pacific Europe
(incl. holding
company)

Employees
(total workforce) 53,890 10,460 37,781 5,649
- of which men 46,663 8,181 34,261 4,221
- of which women 7,227 2,279 3,520 1,428
—women in management

positions (%) 12.1% 10.4% 11.9% 14.1%
white-collar workers
(incl. apprentices) 24,647 8,068 12,198 4,381
— of which men 18,410 5,844 9,585 2,981
— of which women 6,237 2,224 2,613 1,400
blue-collar workers
(incl. apprentices) 29,243 2,392 25,583 1,268
- of which men 28,253 2,337 24,676 1,240
— of which women 990 55 907 28
New hires 26,686 1,347 23,511 1,828
Departures 25,363 1,706 21,011 2,646

Across the Group, 26,686 new salaried/office employ-
ees and waged/industrial employees were hired by
HOCHTIEF in the reporting year. Over the same period,
25,363 employees left the company.
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Focus area indicator
Attractive Working
Environment

Aspect: Recruiting:
Meeting demand for skilled
labor

See GRI index.

Apprenticeships at
HOCHTIEF
Commercial/administra-
tive careers:

Industrial administrator
Office communications
administrator

Bachelor of Arts (Industrial
administrator)

Technical careers:
Technical drafter
Bachelor of Engineering

Industrial careers:
Carpenter

Concretor

Conduit builder
Construction equipment
operator

Mechatronics technician
Electronics technician
specializing in industrial
engineering

Electronics technician spe-
cializing in energy and build-
ing technology
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Staff turnover was significantly reduced to 10.3% (2016:
13.5%), once again bringing it in line with our targeted
range of 8-12%. Outside of Germany, staff turnover rates
are not comparable because many employees are hired
on a project basis. Reflecting reliability and continuity
at HOCHTIEF, 73% (2016: 75%) of the workforce was in
permanent positions as of the December 31, 2017 re-
porting date.

Winning the right employees for HOCHTIEF
Especially in light of the growing skills shortage in the
construction industry, our goal remains hiring excellent
employees, helping them to grow, and earning their
lasting loyalty. We aim to reliably meet the Group’s de-
mand for skilled labor in the long term. Over the report-
ing year, we achieved this by making contact with poten-
tial candidates at universities as well as at trade and
career fairs. In Germany alone, we recruited 69 (2016:
over 70) young engineers in 2017. By increasing our
advertising directly within schools, we aim to get young
people excited about training for technical and indus-
trial careers—positions which are still difficult to fill. Our
vocational programs that allow candidates to complete
a degree at the same time—for example, a Bachelor of
Arts—are especially popular.

In the reporting year, 30 young people in Germany started
an apprenticeship with us. With 94 trainees in our em-
ploy on December 31, 2017 (2016: 86), our training quota
increased to 2.8%.

We are especially interested in university students and
graduates around the world. Our cooperation with ter-
tiary institutions is not just limited to Australia but also
extends across North America and our various sites and
companies in Europe. Various intern retention programs
help us to stay in close contact with students.

Our positive image as an employer both in Germany
and abroad is backed up by respected rankings. In

2017, HOCHTIEF was once again rated as a preferred
employer by engineers in Germany. CIMIC has made

the 2017 LinkedIn list of Top Companies in Australia. Our
stronger presence on social media has helped raise the
profile of our employer brand. Turner, HOCHTIEF Polska,
and CIMIC among others maintain accounts on XING,
LinkedIn, YouTube, Twitter, and Instagram as part of
their employer branding measures. In addition to tradi-
tional job advertisements on careers portals, we are
making increased use of active sourcing methods, which
involve personally reaching out to potential candidates.
In Germany, for instance, we actively make contact with
individuals on the external labor market via social net-
works in order to get them excited about working at
HOCHTIEF. At the same time, this helps us build up a
pool of potentially interested candidates that we may
draw on as required.

Our recruitment measures have yielded fruit and we have
succeeded in bringing new people on board at various
companies’ sites. Through our acquisitions notably of
UGL and Sedgman, we have expanded our portfolio of
jobs, providing new career directions for potential em-
ployees. Furthermore, these additions open up new
growth opportunities for our existing employees.

Selectively developing and fostering employees
HOCHTIEF relies on selective further training to qualify
employees for current and future tasks. For this pur-
pose, we offer employees—both young and seasoned—a
variety of avenues for growth, directly at the workplace
and through an extensive, needs-based continuing edu-
cation program. With our further training opportunities,
we aim to identify and nurture talent in both specialist
and managerial career paths. Thanks to our continuing
education facilities such as the HOCHTIEF Academy and
Turner University, we ensure that all employees—from
trainees through specialists to managerial staff—have
the opportunity to further enhance their technical, meth-
odological, and personal skills. In 2017, our employees
spent an average of 24 hours on further training. We
thus substantially exceeded our target (13 hours). In the
years ahead, we aim to maintain at a high level the aver-
age number of further training hours per employee per
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year. Current offerings include entry-level programs for
technically-minded new talent, which took on special
prominence in 2017 as both our German and interna-
tional companies hired many young engineers. The
programs aim to optimally prepare them for their future
roles, particularly on the operational side. Against this
backdrop, advancing our engineers through a series of
inter-company and inter-site workshops is of particular
importance.

In 2017, we harmonized the project management career
path—from young engineers to full-fledged project
managers—in a variety of countries, including Australia
and Germany. In this way, we have made for a better
transnational understanding of a project manager’s skill
sets.

Ideally, we want to fill management and specialist posi-
tions from within our own ranks now and in future and,
in this way, open up interesting and uniquely attractive
career paths for our employees. Our goal is to help
develop our employees’ potential as fully as possible. The

Age structure in the HOCHTIEF Group in 2017
(%, as of Dec. 31, 2017)
57.8

55.6

<30 years 30-50 years >50 years

starting point for achieving this are the Group-wide
employee interviews that have been a firm feature of
our management culture for years. They involve em-
ployees meeting with their immediate superiors for an
intensive dialog conducted in the spirit of partnership.
Key topics of discussion include feedback on their work-
ing relationship, planning further education and train-
ing, as well as highlighting development and career op-
portunities. Jointly charting career prospects also ties in
with our objective of retaining employees in the long term
by earning their loyalty to the Group through profes-
sional development planning.

This year, we offered new events, such as a series of
courses for site managers that complements the exist-
ing project management training. Additionally, HOCHTIEF
Engineering and HOCHTIEF Infrastructure launched a
joint initiative for design and project managers in early
2017. Participants in the course gain new knowledge
about planning, coordination, and management pro-
cesses. In the reporting year, our subsidiary Flatiron also
rolled out a learning series with respect to project man-

Tenure of employment in the HOCHTIEF Group by

division (in years, as of Dec. 31)
12.4

1.2 11.0

2015 2016* 2017

Focus area indicator
Attractive Working
Environment

Aspect: Further training:
Average number of further
training hours per employee
See GRI index.

B HocHTier

m HOCHTIEF Group

m HOCHTIEF Americas

m HOCHTIEF Asia Pacific
HOCHTIEF Europe
(incl. holding company)

*Excl. UGL
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"For further information, please
see the Compliance section on
pages 89 to 91.

2For further information, please
see page 89.
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Employees by ethnic group in North America
(as of Dec. 31, 2017)

Afro-American 632

Native American 47

— Other/Not applicable 1,365

’ Latin American 717

pasian 711
White 6,185

agement and leadership. Furthermore, CIMIC updated
its leadership program, which was attended by mana-
gerial staff from Australia and Hong Kong.

Appreciating diversity

Diversity is a hallmark of our Group and our employees;
it is also a key element of our competitive strength. It
allows us as a team to come up with the best solutions
around the world. HOCHTIEF signed the Charta der
Vielfalt (diversity charter) as a clear signal of our commit-
ment to the principles of diversity, tolerance, mutual
regard, and fairness. At our company, people who are
in many ways different from one another in terms of
age, gender, nationality, religion, or social background
work together. In order to assure this diversity going
forward and raise awareness about its value, we took
part in numerous initiatives and activities throughout
2017. In the U.S., Turner benefited from activities includ-
ing its participation in the annual external Diversity Con-
ference, which particularly helped the company to recruit
women. CIMIC was involved in a special development
program in Australia to facilitate the integration of people
with disabilities into the labor market. Furthermore,
CIMIC staged round-table discussions with female em-
ployees in Australia to gain a better understanding of
their needs.

We take demographic change and its multifaceted impact
into account with a broad age structure. Seasoned em-
ployees collaborate successfully with younger staff mem-
bers on national and international projects. Mixing youth
and maturity helps us bring our projects to fruition.

Employing people with disabilities poses special chal-
lenges for us, notably in the field of operations. Unfortu-
nately, it is not always possible to appoint people with
disabilities to these roles. When conducting job inter-
views with people with severe disabilities, a disability

officer is always present. People with severe disabilities
comprised 3.5% of the HOCHTIEF workforce in Germany
as of December 31, 2017. Since this falls below the statu-
tory 5% quota, we pay a compensatory levy.

Compliance with human rights standards

We value each and every employee, so we take govern-
ment regulations concerning employee rights very seri-
ously. Respect and fairness are the hallmarks of our
workplace culture of trust—and we expect the same of
our business partners and clients. These rules on con-
duct are defined in our Code of Conduct”, which is bind-
ing for all parties involved at HOCHTIEF. It is checked
regularly to ensure that it is up to date.

We are committed to respecting human rights world-
wide. To reflect this, we have pledged to abide by ILO?
standards and signed the UN Global Compact.

Communication with employees and workforce codeter-
mination are important to us. This occurs either directly
in open and constructive dialog between employees and
superiors or through elected representatives. Many staff
receive additional support from unions to which some
of them belong. In Germany, some 96.9% of the work-
force are represented by works councils, and a European
works council is responsible for the European units.
Employees are also represented by unions at subsidi-
aries, with 22.2% at the HOCHTIEF Americas division
and 67.2% at the HOCHTIEF Asia Pacific division.

Work-life balance

People need to recharge their batteries and enjoy free
time just as much as they need fulfilling jobs, so the
working conditions at our companies give our employ-
ees the personal space to plan their lives. HOCHTIEF
offers a wealth of measures and programs to help them
do that, some of which are tailored to specific jobs and
employees’ individual needs. Working hours serve as
the point of departure, and we offer part-time models,
the option of working from home, and flextime. The latter
helps people strike a good balance between their job
and personal or family needs. Flextime can give work-
ing parents, for example, the same access to career
opportunities others have, and is also enabling a grow-
ing number of employees to care for close relatives
while still fulfilling their professional duties. In 2017, a
company collective bargaining agreement was estab-
lished in Germany giving the employees it covers the
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option of telecommuting: Employees can work from
home two days per month, as long as this is com-
patible with their tasks.

Our employees’ satisfaction is important to us, and so
is their health. They can take advantage of targeted
preventive health measures to check, improve, and pro-
tect their physical well-being. These include checkups,
health screenings, and vaccinations at some locations.
In addition, “Fit for work—fit for life,” the health program
we launched in 2016 to focus on our employees’ well-
being, has been continued in 2017. It gives staff tips for
dealing with stress and increasing their awareness of
health-related issues. Our qualification program also
offers further work safety and health seminars.

A total of 141 employees (42 men and 99 women) claimed
parental leave in Germany in 2017. Of these, 74 (36 men
and 38 women) terminated their parental leave and 64
(83 men and 31 women) returned to work, correspond-
ing to a quota of 86.5%.

Part-time positions/Proportion of employees
who return to work after parental leave in

Germany
2017 2016

Proportion of part-

time workers (Dec. 31) 12.3 1.1
Proportion of employ-

ees who return to

work after parental

leave 86.5 75.3

Employee survey gauges opinion

We care what our employees think. In early 2017, we
published the findings of the Dialog@HOCHTIEF em-
ployee survey. Over half the staff in Germany took part
in the survey. The results clearly showed that our per-
formance in many aspects is good and, in some cases,
significantly better than at other business enterprises;
however, the findings also indicated potential for improve-
ment in some areas. We earned excellent grades for
collaboration and teamwork, for example. The survey
pinpointed room for improvement in communication
and innovation. These findings, along with our employ-
ees’ above-average marks for commitment, are a good
indication that our “top employer” human resources
strategy is proving effective.

Brief, in-depth surveys were held at some subsidiaries
in 2017 in order to gather additional information on em-
ployee satisfaction and deploy specific measures;
these companies included HOCHTIEF PPP Solutions
and some areas of HOCHTIEF Infrastructure.

Competitive salaries

We reward our employees’ good work with perform-
ance-based pay. In combination with our social ben-
efits, this is designed to afford our employees and their
families an adequate standard of living. Economic effi-
ciency, competitiveness, attractiveness, and fairness
are the principles underlying HOCHTIEF’'s compensa-
tion policy. Compensation is individually geared to the
relevant market and company needs.

By regularly verifying our principles underpinning both
the fixed and variable remuneration components, we
are in a position to pay competitive salaries. Objective
compensation classification is supported by internal
analyses and external benchmarks, which also enables
us to additionally fulfill the requirements of the German
Corporate Governance Code.

For each employee, independent of gender, compen-
sation is chiefly calculated according to the nature of
the position, qualifications, responsibilities, and experi-
ence.

Pensions

Ensuring that employees are well looked after also in
their golden years is important to us. To provide cover
over and above statutory pension schemes, we offer
our employees a variety of pension options at many

locations—such as insurance options or deferred com- Occupational safety and
pensation. The options offered are in accordance with health ) )

In-depth information on this
the local legal framework and pension systems in each subject appears on the following
country. pages.

Thanks to employees and employee
representatives

Loyalty, commitment, and skill are the hallmarks of
our staff. Our employees are the driving force behind
the success of HOCHTIEF. This is why the compa-
ny’s management wishes to express its sincere grati-
tude to all our staff and employee representatives for
their hard work and dedication.
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Occupational safety and health

HOCHTIEF assigns top priority to the health of both its
own employees and the employees of contractual part-
ners and subcontractors. Safety cuts across our Group’s
guiding principles and is a constant focus in our day-to-
day business. As working on construction sites harbors
risks, we are continuously enhancing the content and
organization of our safety culture on the basis of a Group
directive. In this way, we aim to minimize workplace-
related risks that can lead to illness or occupational
accidents. Our overarching objective is for projects to be
accident-free. Every accident—on site or in the office—is
one accident too many. This is why safety is enshrined
in our Code of Conduct and why the lost time injury
frequency rate (LTIFR) is given prominence within our
Company as a non-financial key performance indicator.
During the year, we brought occupational safety into
even sharper focus as a key topic in stakeholder dialog
in order to further enhance our occupational safety cul-
ture on an ongoing basis. The evaluation of the materi-
ality analysis building on that enables us to identify risks
and the potential for development. Occupational safety
was also a category in our Group-wide HOCHTIEF Inno-
vation Award 2017.

Generally, our data con-
cerning occupational
health and safety refer to
HOCHTIEF and its busi-
ness partners for whom
HOCHTIEF is liable.

Organization

The organization of occupational safety, health, and
environmental protection (OSHEP) at HOCHTIEF is
based on a directive that defines Group-wide OSHEP
standards. As required by law, the directive is expanded

Structure of occupational safety and health at HOCHTIEF

HOCHTIEF Aktiengesellschaft

OSHEP") Center/CR Coordinator
Executive Board + L

4

Central OSHEP&C? Officer

HOCHTIEF Corporate Divisions
Executive Board/Management Board

HOCHTIEF operating companies
Executive managers

OSHEP&C experts

Occupational safety, health, and environmental protection
2Occupational safety, health, environmental and climate protection
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upon by the divisions locally. Responsibility for revising
and implementing these stipulations lies with the OSHEP
Center, our internal competence center for occupational
safety.

Regular training is an integral part of our continuing
education program. The OSHEP Center coordinates
occupational safety matters at Group level and reports
to the Executive Board. Additional occupational safety
officers ensure that statutory and Group standards are
implemented in the operating units. All divisions have
appointed central occupational safety contacts, who
consult regularly with Group-level managers.

Supplementary to our cross-cutting standards, a num-
ber of companies have implemented further processes
and structures to integrate occupational safety and
health into all project phases. Their management sys-
tems are based on standards such as BS OHSAS
18001, an international standard for the assessment
and certification of occupational health and safety
management systems. In 2017, 87.1% (2016: 84.8%) of
active HOCHTIEF employees worked in units certified
to such standards.

Early risk identification

A shared understanding of our occupational safety and
health standards is of great importance in our projects.
To foster this understanding, all those involved are re-

Proportion of units in the HOCHTIEF Group
certified in accordance with occupational
safety management systems (e.g. BS OHSAS
18001), relative to number of employees (%)

89.5
84.8 874

79.6

2014 2015 2016 2017
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This chapter is

quired to sign the HOCHTIEF Code of Conduct before
construction begins. We also apply high performance
standards in relation to occupational safety, health, and
environmental protection in subcontractor selection.

As each of our projects is unique, all invariably require
made-to-measure occupational safety planning. Our
safety experts advise project teams from early in the
bid phase. Working in collaboration, they develop pre-
vention plans showing the potential hazards on the proj-
ect. This enables risks in the later execution phase to
be given consideration as early as possible in the plan-
ning phase. Our experts then continue to ensure ongoing
identification and assessment of potential risks during
the construction phase. In the course of this, they infer
suitable action to be taken and modify safety plans as
appropriate. In addition to the human compponent,
occupational safety performance has a significant im-
pact on the commercial success of a project.

Monitoring the effectiveness of occupational safety and
environmental protection measures is a key element of
any control system. While project activities are ongoing,
this monitoring is carried out by the units’ safety experts.
The OSHEP Center is assisted by HOCHTIEF’s audit
department in monitoring the overarching occupational
safety and environmental protection requirements.
Structures and measures are reviewed in the course of
a check by Corporate Auditing.

Work-related accidents and illnesses

As safety is our central guiding principle with cross-
cutting relevance for the entire Group, the lost time in-
jury frequency rate (LTIFR) is a non-financial key per-
formance indicator at HOCHTIEF that is reported monthly
to the Executive Board. The rate captures the number
of accidents per million hours worked and, in accordance
with the standards of the Internation Labour Organiza-
tion (ILO), factors in accidents involving at least one lost
day. A good LTIFR reflects a company’s occupational
safety performance and thus may give the company a
decisive edge over the competition. The LTIFR was
1.28 in 2017 (2016: 1.32). We already exceeded our tar-
get of attaining an LTIFR of 1.35 in 2016. In light of the

part of Focus

Area Attractive
Working Environ-
ment

IS5
3

A

Lost time injury frequency rate (LTIFR) in the HOCHTIEF Group (as of Dec. 31, 2017)

Accidents per million man-hours (Lost Time Injury Frequency Rates LTIFR); Under ILO standards,
accidents are counted from the first working day lost.

8.31
6.16 5.70 6.07

1.42 070 1.08 1.38 1.62 g 55 1.32 1.84 0.37 1.23 1.30 g.63

2014 2015 2016 2017

®m HOCHTIEF Group m HOCHTIEF Americas m HOCHTIEF Asia Pacific HOCHTIEF Europe

(incl. holding company)

Severity rate in the HOCHTIEF Group
Computation of the severity rate
Number of days lost due to accidents per million hours worked = severity rate

131.4 m HOCHTIEF Group
m HOCHTIEF Americas
m HOCHTIEF Asia Pacific

HOCHTIEF Europe
(incl. holding company)

79.4 78.4
70.4

52.5 51.0 48.8

23.3 22.7

2014 2015 2016 2017

The variation is largely a factor of cultural differences in the handling of injuries and different, country-specific
insurance systems.

Number of fatal accidents in the HOCHTIEF
Group (as of Dec. 31, 2017)

Division 2014 2015 2016 2017
HOCHTIEF Americas 0 0 0 0
HOCHTIEF Asia Pacific

(incl. subcontractors) 3 1 3 0
HOCHTIEF Europe

(incl. holding company) 0 1 0 0

HOCHTIEF Group total

()
N
@
(=)

positive trend, we are confident that we will be able to
improve the LTIFR further. For the short term, the cur-
rently attained LTIFR serves as our guideline. Our long-
term goal is to reduce the LTIFR throughout the Group
to 0.9. To further improve it over the long term, we aim
to involve our subcontractors in the best way possible
so as to foster the safety of all project members. Accord-
ingly, occupational safety was a major focus of both

Focus area indicator
Attractive Working
Environment

Aspect: Occupational safety
and health
See GRI index.
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Short nap

Take care — it's your life! IS HOCHTIEF

Motif from the new poster
compaign on occupational
safety.

our materiality analysis and our stakeholder dialog in
2017. The analysis of the findings is intended to result in
real change on the ground. Linguistic and cultural diver-
sity among construction site workers, for example, has
been picked out as an area requiring action. We have
also determined how important it is for senior manage-
ment to show commitment to—and lead by example
on—occupational safety matters in day-to-day site op-
erations. Our continuing education program is to be
supplemented with additional training on prevention.

Accidents and near misses are recorded in a structured
reporting system. In this context, all companies define
occupational accidents on the basis of the International
Labor Organization (ILO) code of practice, Recording
and Notification of Occupational Accidents and Diseases.
In order to identify the causes, or potential causes, of
accidents and develop countermeasures, we subject

them to detailed analysis. In this analysis, management
is brought on board as appropriate according to accident
severity. In Germany in the reporting year, we started
to conduct feedback interviews after an accident is re-
ported. These are intended to be an opportunity for the
manager and employee to take an in-depth look at the
circumstances surrounding the occupational accident.
More and more frequently, we follow behavioral preven-
tion approaches to avoid risk situations over the long
term.

Despite extensive preventive and safety measures, acci-
dents do happen—in some cases with severe or fatal
consequences. Our deepest condolences go to the
families of employees who have lost their lives. We will
continue to do everything we can to prevent such acci-
dents and cooperate closely with the authorities to ex-
haustively shed light on all incidents.
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Significant types of injury in the HOCHTIEF Group by number (s of Dec. 31, 2017)
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Causes of accidents in the HOCHTIEF Group by number (as of Dec. 31, 2017)
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Statistics are also kept on the occupational disease
rate (ODR) at HOCHTIEF in order to infer improvements
from the information and the dialog with the accident
insurers. The ODR at HOCHTIEF Europe (including the
holding company) was 1.25 in 2017. This represents
hours lost due to occupational diseases per million hours
worked. Due to the different legal framework in the USA
and Australia, this figure can so far only be determined
for the HOCHTIEF Europe division. Project-oriented
hiring policies also make it harder to trace causes, espe-
cially for occupational diseases that emerge in later life.

To promote health and wellbeing, HOCHTIEF employees
may obtain advice on physical and mental health ques-
tions from occupational health physicians. The operat-
ing companies each structure this provision in their own
way, such as with health fairs, targeted campaigns such
as “Fit for Work, Fit for Life” or as part of the continuing
education program.

Promoting a culture of occupational safety through
continuing education

Regular training is needed to keep occupational safety
the focus of attention on construction sites and in the
office environment. We sharpen our employees’ aware-
ness of their responsibility not only for their own safety,
but also for that of their coworkers. With this in mind, we
have established a Group-wide occupational safety and
health culture which provides the framework for individ-
ual approaches in the various companies in line with
statutory requirements, social welfare systems, and cul-
tures. Almost all of our country-level subsidiaries have
developed programs of their own. These address both
the physical and mental health of employees.

Project highlights

The Building L.I.E.E. (Living Injury Free Every Day) pro-
gram is standard day-to-day practice at Turner in the
HOCHTIEF Americas division. The approach includes
integrating safety from the planning stage. Turner also
organized another Safety Stand-Down in 2017, with
workers at over 1,000 Turner construction sites downing
tools to discuss safe behavior. The program at Flatiron
includes safety stand-downs and safety weeks.

At CIMIC, safety programs in the operating companies
center around the Safety Essentials with binding core
processes, control points, and checklists. A wide variety
of campaigns round out the programs. These also ad-
dress mental health issues—as with the “R U OK?” Day,
which aims to prevent feelings of loneliness and isola-
tion by bringing people together to talk.

Occupational safety initiatives at HOCHTIEF (UK) Con-
struction were conducted under the banner “Getting
everyone home healthy and safe every day.” 2017 also
saw the company join the UK-wide initiative “Stop. Make
a Change.” In Germany, the OSHEP Center organized
the annual Occupational Safety Day, with a wide array
of events at various locations. This is staged in similar
form by all HOCHTIEF Europe companies.
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Procurement

u Further information on
the subject of procurement
is available on the Internet
at www.hochtief.com/
procurement

HOCHTIEF spent EUR 16.2 billion on the procurement
of materials—such as concrete, steel and wood—and
subcontractor services—such as the services of crafts
trades operating as subcontractors for HOCHTIEF—in
the reporting year?, corresponding to approximately
66% of Group work done. Effective and efficient procure-

In our choice of contractual partners, we aim to ensure
that everything is proper and correct in purchasing. We
counteract compliance risks that may arise, for instance,
from infringement of laws by suppliers. In addition, we
aim to minimize quality risk (quality of materials, products,
or services), price risk (e.g. higher payment demands,

For further information on
main materials used, please
see page 149.

Group Management Report

2For further information, please
see page 34.

ment processes thus represent a key success factor
for our Group. Sustainability plays a vital role at HOCHTIEF
and is firmly rooted in our strategy. This also extends to
procurement, which has been one of the six sustainability
focus areas since 2016.2

Objectives for the procurement of materials and
services

Across all divisions, it is crucial to choose the right
partners—subcontractors and suppliers—with a view
to attaining our economic, ecological, and social stand-
ards. We want to work with partners who act sustain-
ably and meet the benchmarks we set for materials
and services. This includes high-quality goods and
services, irreproachable behavior on the part of our
partners’ employees as well as sustainable manufac-
turing and work processes.

HOCHTIEF procurement objectives

* Procurement manages the procurement process for each project within the op-
erational units and thus plays a key part in ensuring successful project outcomes.

® Procurement ensures that bids match the products and services put out to

tender, that they are comparable technically and financially and, in particular,
that they meet the environmental, safety, and health standards HOCHTIEF
expects of subcontractors and suppliers in project execution.

* Procurement enables fair competition between multiple bidders in accordance
with HOCHTIEF’s compliance rules for our employees and those of our con-
tractual partners by ensuring that the procurement process is transparent
and sustainable.
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exchange rate risk, or commodity price risk), supply risk
(e.g. supply of incorrect quantities), and contractor de-
fault risk (e.g. default due to insolvency, force majeure,
or changes in the legal or political framework).

We have also set ourselves the clear goal of further en-
shrining sustainability in procurement and transparency
in the HOCHTIEF supply chain within our procurement
processes. In the long term, we intend to define the CR
performance of our subcontractors as a metric and to
establish this as a selection criterion in prequalification.
Especially in light of the Group’s large procurement vol-
umes, we aim high when it comes to choosing our con-
tractual partners.

In pursuing these goals, we set our sights on creating
maximum value with minimal risk.

Measures designed to achieve our goals

Our end-to-end, multistage subcontractor and sup-
plier management procedure lets us assess our con-
tractual partners’ performance and identify risks early
on. This has been tried and tested over many years.

A comprehensive prequalifying procedure has been
established in all divisions. This usually consists of sup-
plier self-disclosure information along with internal and
external information (e.g. from rating agencies) about
the company and HOCHTIEF’s assessment of this infor-



mation. With this procedure, new contractual partners
must provide proof that their products and services
meet our economic, ecological, and social requirements.
As part of prequalification, all new subcontractors and
suppliers are required to fully commit to observing the
HOCHTIEF Code of Conduct for Business Partners.
This includes committing to uphold human rights and
comply with labor, social, and environmental stand-
ards. By signing, subcontractors and suppliers also
undertake to hold their contractors to the Code of Con-
duct. Each new order renews the commitment to the
Code of Conduct.

In 2015, the non-financial performance indicator of lost
time injury frequency rate (LTIFR)" was introduced. It
was also made a mandatory performance indicator in
the prequalification process in Europe. This reflects the
high priority we give occupational safety and health on
our construction sites. It also lets us actively improve
risk management in procurement.

Furthermore, we consider it essential to ensure respect
for human rights at every link in the supply chain—our
procurement volume and hence the procurement of de-
liverables provided by third parties for HOCHTIEF cor-
responds to about two-thirds of Group work done. As
a result, numerous people are involved directly or indi-
rectly in our project activities. We subject subcontrac-
tors and suppliers from countries with a heightened
risk of human rights infringements to special scrutiny.
Supplier self-disclosure information expanded to in-
clude human rights—which we assess specifically—is
our way of ensuring that potential contractual partners’
behavior fulfills our requirements for compliance with
human rights standards.

::..-.:.'.
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subcontractor
management
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Our prequalification process also counters compliance
risks. For example, we ask about convictions or pend-
ing lawsuits involving corruption, money laundering, and
antitrust violations. Among other things, HOCHTIEF
Europe also performs separate business partner due
diligence on, for example, subcontractors from coun-
tries that have a corruption value classified as critical in
Transparency International’s Corruption Perceptions
Index. In the reporting year, some 92% of our subcon-
tractors and suppliers were prequalified. We work con-
tinuously to further improve this figure.

On the 2017 Dow Jones Sustainability Index, HOCHTIEF
yet again ranked among the top companies in the con-
struction industry in the category supply chain manage-
ment, demonstrating that we are on the right track.
Additionally, HOCHTIEF participated in climate ranking
CDP’s Supplier Engagement Rating for the first time,
earning a score of B-. With a view to enhancing sus-
tainability and transparency in our supply chain even fur-
ther, we initiated a project with rating company EcoVadis
in the reporting year. In 2018, the EcoVadis analysts will

o
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This chapter is

part of Focus
Area Procure-
ment

[

For further information, please
see the Occupational Safety
and Health section on pages
111 and 112.

Focus area indicator
Procurement

Aspect prequalification:

Percentage of prequali-

fied business partners in
percent

See GRI index.
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Focus area indicator
Procurement

Aspect evaluation:
Number of evaluations
See GRI index.

116 Group Report 2017

evaluate roughly 100 of our strategic partners, specifi-

cally homing in on various sustainability criteria, includ-
ing environmental protection, labor and human rights,
fair business practices, and supply chains.

Where risks are identified, this can additionally lead to
special supplier development measures. Prequalified
companies submit bids within our projects. This provides
an effective basis for competition in contract award.
We work together here with our contract partners to
define the requirement profiles, quality of service, and
costs as well as the relevant deadlines in binding con-
tracts. Our sustainability requirements—such as regu-
lations on occupational safety and environmental pro-
tection, ethical principles as well as reporting on energy
consumption and emission levels—are also incorporated.

HOCHTIEF aims to promote local economies around
its construction sites. For this reason, we give prefer-
ence to local subcontractors and suppliers based in
the vicinity of our project sites. This lets us secure jobs
and strengthen long-term economic development in the
regions where we are active. Moreover, it keeps trans-
portation routes short and ensures lower carbon emis-
sions. In 2017, around 70% of our procurement volumes
across the entire HOCHTIEF Group were contracted
to partners from the respective regions.

Project teams at HOCHTIEF construction sites are re-
sponsible for monitoring the subcontractors and sup-
pliers. This involves checking material supplies as well
as reviewing the contractually agreed works and serv-
ices. Strong emphasis is placed on adhering to work
safety directives alongside properly disposing of or re-
cycling waste. We also keep a strict watch to ensure
that all contract partners comply with all minimum wage
requirements.

After subcontractors have delivered goods or services,
the HOCHTIEF project teams also conduct structured
evaluations of our contract partners. This applies
equally to all our partners, whether they are new or long-
standing subcontractors or suppliers. In the HOCHTIEF
Europe and Asia Pacific divisions, these evaluations com-
prise not only economic aspects (including change
orders) but also environmental factors (such as the han-
dling of hazardous materials and waste and awareness
of resource conservation) as well as social issues (for
instance, observing work safety directives, human
rights, and fair pay). The evaluations are conducted both
with the help of established IT systems and manually
within the project framework.

Visits to suppliers, audits, and an analysis of external
information provide for additional transparency. We
attach great importance to on-site subcontractor and
supplier audits. The audits are performed either by out-
side partners or internal Group units.

Positive results qualify subcontractors and suppliers for
further projects, ensuring they are included in future
tender processes. In 2017, some 735 evaluations were
carried out centrally in Germany for the main goods
and services provided by our subcontractors, suppliers,
and planners (500 evaluations in 2016). We intend to
further increase the number of subcontractor, supplier,
and business partner evaluations and, over the long
term, to implement corrective action plans. Our goals
include further enhancing supply chain transparency
and, in the longer term, additionally to include non-tier
1 suppliers in our supplier management by way of pre-
qualification and evaluations.

If, however, contractual partners fail to live up to
HOCHTIEF’s standards and receive a negative evalu-
ation from the project teams, they are either supported
with suitable supplier development measures (see also
under EcoVadis) or tagged in the system accordingly
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and phased out by excluding them from future selec-
tion processes.

Organizational structure of procurement
Procurement staff form a professional purchasing net-
work. Central cross-divisional, Group-wide purchasing
units support the decentralized procurement teams,
which operate in a similar way to a small or medium-
sized company and are integrated into ongoing proj-
ects.

Decentralized procurement at project level

As arule, purchasing at HOCHTIEF is processed directly
in association with our projects. This is why subcon-
tractor and supplier management is conducted on a pre-
dominantly project-specific and local basis. Since our
construction projects are all unique, each new project
entails a change in location and different team mem-
bers. Accordingly, each project also brings with it a dif-
ferent set of challenges in selecting subcontractors and
suppliers. Our project procurement staff pick suitable
contract partners with the benefit of detailed knowledge
of regional, national, and international markets as well
as project expertise. Since, in contrast to other indus-
tries, our projects are executed at varying locations, we
must continually seek out new business partners. While
we consistently set store by partnering with companies
from the respective regions, we also engage suprare-
gional subcontractors and suppliers with whom we
have worked successfully in the past.

View current examples of HOCHTIEF project highlights
in sustainable procurement online. A

Centralized procurement at Group and division
levels

All three divisions have a central procurement unit.
Each of them is tasked with ensuring adherence to all
purchasing directives and compliance requirements.
By keeping constantly in touch with one another, they

are also able to offer mutual support where necessary in
selecting and managing international suppliers.

The central procurement units oversee and assist project
purchasing in the relevant division. Furthermore, respon-
sibility for purchasing at Group level falls to HOCHTIEF
Solutions AG. It takes the lead on propagating best
practices from all divisions and institutes strategic ini-
tiatives to further develop procurement as a whole.

In the wake of the ongoing realignment process launched
in 2014, procurement has also been restructured. This
meant a new procurement directive was introduced at
HOCHTIEF Europe and HOCHTIEF Asia Pacific. The
aim of the directive is to safeguard transparency, fair com-
petition, the application of proper procedures, and sus-
tainability when purchasing materials and services.
Through the additional application of consistent lan-
guage and uniform binding rules for the purchase of
materials and services, we are also able to ensure proven,
risk-minimizing processes. The delegations of authority
(DoA), for example, involve harmonized approval pro-
cesses and responsibilities. These guidelines are firmly
anchored in our certified management system (to ISO
9001 or equivalent).

Procurement activities: countries

Once again in 2017, HOCHTIEF bought materials and
services predominantly from subcontractors and sup-
pliers in countries with high human rights standards,
in compliance with UN conventions. Only very few of
the countries where we source materials do not follow
the UN conventions. In such countries, we aim to use
our requirements to set new benchmarks.

u Further information on
the Internet at www.
hochtief.com/sustainability
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The more goods are transported by ship rather than truck, the lower the greenhouse gas emissions and the lighter
the volume of road traffic. This is why a number of waterways in Germany are currently being upgraded and modern-
ized. The Moselle River is a case in point. HOCHTIEF is working on a second lock chamber in Trier that will be larger
than the existing one, to be completed by 2019. Due to water traffic bottlenecks, upgrading the infrastructure on
the Moselle is a top transport policy priority as it will offer major benefits for the economy and the environment. The
project is on schedule—good news for improving tomorrow’s carbon footprint. Plus, the captains of the river barges
are looking forward to the inauguration, which will mean less waiting in line on the Moselle and more going with

the flow.
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Looking ahead

General economic environment for 2018"
According to the International Monetary Fund (IMF),
global economic growth amounted to 3.7% in 2017
and was thus higher than in the prior year. The IMF ex-
pects the economic recovery to continue and forecasts
growth of 3.9% for 2018. In the markets and regions
relevant to HOCHTIEF, the growth outlook for 2018
remains positive. In total, we have identified a pipeline
worth approximately EUR 150 billion of relevant proj-
ects coming to our markets in North America, the Asia-
Pacific region, and Europe in 2018, with around a fur-
ther EUR 350 billion in 2019 and beyond. HOCHTIEF
remains very well positioned with its global presence
and capabilities. The outlook for 2018 and beyond holds
good business prospects for our Group. Based on our
positive performance in 2017, we anticipate that we will
be able to further improve our key performance figures.

The HOCHTIEF Group’s strategic focus?

We will continue to systematically pursue our strat-
egy and associated strategic initiatives. Our aim is to
strengthen our market position in the Group’s core
markets and to generate the best possible profitability
in each case. To this end, we focus on innovation and
the continuous onward development of systems and
processes. We are constantly adapting to the market
environment. The sustainability strategy® derived from
our corporate strategy will additionally help us attain
our ambitious goals and allow all stakeholders to share
in our business success.

Assessment of the current business situation by
the Executive Board®

HOCHTIEF looks back on a very successful year in 2017
in which we were able to significantly increase sales
and profits and made substantial progress in terms of
cash generation.

While new orders and the order backlog were already
at a high level in the prior year, we were able to achieve
a further significant improvement in 2017 as expected.
New orders grew to EUR 30.3 billion (up 23% on the
prior year) and the order backlog to EUR 44.6 billion,
which marks a 4% increase on the already very large
prior-year figure. Work done also developed positively,
increasing by 10%.

HOCHTIEF can report a significant improvement across
all key performance indicators for 2017. Sales (EUR 22.6
billion, up 14%), EBIT (EUR 904 million, up 26%), nomi-
nal profit before tax (PBT) (EUR 824 million, up 33%)
and nominal consolidated net profit (EUR 421 million,
up 31%) all show substantial growth year on year as
expected. With an operational consolidated net profit
of EUR 452 million, HOCHTIEF reached the upper end
of the guidance range (EUR 410-450 million) and was
25% above the prior-year figure. All divisions contrib-
uted to this positive performance. We benefit here from
our concentration on their respective core business
segments. Furthermore, as expected, our strong and
systematic focus on cash generation and on further im-
proving working capital management resulted in a fur-
ther 17% rise in net cash from operating activities in
2017 and another 14% increase in free cash flow com-
pared with the prior year. Net cash consequently went
up by 80% year on year to EUR 1.26 billion.

Reflecting the very high priority attached to occupational
safety at HOCHTIEF, the lost time injury frequency rate
(LTIFR)® was established as a non-financial key perform-
ance indicator in 2015. During the reporting year, we
improved on this measure from what was already a very
low level in previous years, reducing the LTIFR by an-
other 7% to 1.23, as expected.

For further information, please
see the Markets and Operating
Environment section on starting
on page 37.

2For further information, please
see the Strategy section on
pages 29 to 33.

3For further information, please
see the Sustainability Strategy
section on pages 33 to 35.

9See glossary.

“For further information, please
see the Financial Review sec-
tion on page 49 et seq.
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Overall assessment of future developments

The positive outlook for 2018 is also reflected in our ex-
pectations for HOCHTIEF’s key performance indica-
tors. For the HOCHTIEF Group, we additionally expect
an operational net profit in the range of EUR 470-520
million for 2018. This represents an increase of 4-15%
on 2017, with all our divisions likely driving this further
improvement in our Group performance. We aim for a
solid increase in our net cash position, subject to capital
allocation. Once again in 2018, we will maintain our focus
on safety as the precondition unterlying HOCHTIEF’s
guiding principles. In this way, we want to further im-
prove the lost time injury frequency rate (LTIFR) and
achieve a target of 0.9 over the long term.

Dividend

HOCHTIEF retains its policy of affording shareholders
their commensurate share in the success of the busi-
ness. The Executive Board and Supervisory Board of
HOCHTIEF Aktiengesellschaft are proposing to distrib-
ute an ordinary dividend of EUR 3.38 per share for
2017. This represents a payout ratio of approximately
50% and an increase of 30% on 2016.



Opportunities and Risks Report

As an international construction group, HOCHTIEF
generates the majority of work done, and value cre-
ated, in projects that differ in nature, volume, duration,
complexity, and engineering requirements. Conse-
quently, a key success factor for a group such as
HOCHTIEF is a functioning opportunity and risk man-
agement system tailored to its business activities.

HOCHTIEF’s risk management system embraces all
layers of the organization and defines directives, re-
sponsibilities, processes, and custom-designed instru-
ments. It targets early detection, assessment, and
management of opportunities and risks together with
the identification of suitable measures to exploit oppor-
tunities as well as for effective risk reduction.

HOCHTIEF keeps constant track of developments in
the regions and markets relevant to the Group and gives
due account to such developments in relevant planning.
If influencing factors in a project or segment develop dif-
ferently than previously assumed, this could have an
impact on HOCHTIEF’s key performance indicators and
possibly alter the growth figures predicted for 2018 and
beyond.

Group-wide risk and opportunity management/
early warning system

Numerous individual components make up the Group-
wide risk management system. The framework for Group-
wide risk management is provided by directives. Group-
wide procedures also contribute toward minimizing risk.
They include standards on occupational safety and
health, social standards, and rules on conduct and com-
pliance such as the Code of Conduct. Individual sys-
tems, processes, and organizational instructions that
allow for the identification, assessment, and manage-
ment of opportunities and risks supplement risk and
opportunity management in the divisions and opera-
tional units. A new corporate department, Corporate
Risk Management, Organization and Innovation, was
established in 2017. Its responsibilities include analyzing

risk matters, further improving divisional risk manage-
ment, monitoring the implementation of action taken,
and promoting the use of future-oriented technologies.

We consider HOCHTIEF to be generally very well placed
to avoid and manage long-term risks. A risk is defined
as any contingency with a potential negative impact on
the attainment of qualitative or quantitative business
goals, particularly HOCHTIEF’s earnings, liquidity, and
reputation. This includes financial, market, human re-
sources, investment, project, and contract risks, inter-
nal risks, as well as environmental and social risks that
have a direct or indirect impact on HOCHTIEF’s busi-
ness activities. In our assessment, we generally also
take into account risks that arise from our products and
services for our stakeholders and the environment. As
part of risk management, we also analyze opportuni-
ties that present themselves for our projects and mar-
kets.

All divisions have also further adapted to the market
environment in preceding years and continuously im-
proved their own risk management.

In 2016, risk management in the HOCHTIEF Europe divi-
sion was fundamentally restructured under HOCHTIEF
Infrastructure GmbH with the aim of improving process
execution efficiency. Since then, it has been subdivided
into five groups: Project Acquisition and Implementation
(assisting operational units in all aspects of bid prepa-
ration); Project Risk Management (supporting operational
units in risk monitoring); Dispute Resolution and Liti-
gation (providing project management for dispute han-
dling); the Technical Quality Control Group (reducing
technical risks and improving project execution); and
Quality Management (QM; development, documenta-
tion, and further improvement of processes for our op-
erating business; internal and external QM audits; con-
tinuous improvement process [CIP]; best practices; and
lean construction).

Group Report 2017

121

Group Management Report



Group Management Report

"For further information, please
see the Employees section
starting on page 105.

2For further information, please
see the Occupational safety
section starting on page 110.

3For further information, please
see the Sustainability Strategy
section on pages 34 and 35.
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Subsidiaries Turner and Flatiron in the HOCHTIEF Ameri-
cas division are also embedded in HOCHTIEF’s risk
management system. The central role in risk manage-
ment at Turner is played by the Risk Management
Steering Committee, which coordinates and oversees
all risk-related issues. A specially developed risk matrix
enables Turner to identify and—where necessary—
control potential risks from an early stage. Business
unit-level risk analyses are also compiled on a quarterly
basis and the findings aggregated into a risk memoran-
dum. In risk management, Flatiron primarily focuses on
project and contract risks, conducting systematic analy-
sis and assessment of all projects with a view to risks
right from the bid phase. Risks are identified at an early
stage in all significant projects and the current status of
the risk situation coordinated and assessed in monthly
meetings at top management level. Establishment of the
Turner Engineering Group and the Flatiron Technical
Services Group as in-house engineering centers of ex-
cellence has additionally contributed to avoiding proj-
ect risks within both companies.

In the HOCHTIEF Asia Pacific division, CIMIC lays down
directives for risk management. This includes defining
the risk management system as well as the identification,
assessment, and treatment of risks with the potential to
materially impact the Group’s operations, people, and
reputation, the environment and communities in which
the Group works, and the financial prospects of the
Group. The risk management system at CIMIC corre-
sponds to the business profile, and includes risks in
areas such as the contract mining business. It is mostly
embedded within existing processes and aligned to
corporate objectives, both short and longer term. Given
CIMIC’s activities, markets and broad geographic foot-
print, certain risk factors have the potential to affect the
achievement of its business objectives. As in all other
divisions, risk management at CIMIC is in line with the
HOCHTIEF Group directive on risk reporting.

Risk culture

HOCHTIEF pursues the continuous improvement of risk
management as a key strategic goal and considers this
a task for every member of the workforce.” The impor-
tance of risk management, and HOCHTIEF's strategic
approach, are communicated among other things in dia-
log events between the Executive Board and the em-
ployees. Initial and further training on risk management
is provided in-house and we place great importance on
all employees participating on a regular basis. HOCHTIEF
has a system of fixed and variable remuneration which
is regularly reviewed. A key element of this system com-
prises risk-based metrics and targets for employee per-
formance measurement on the basis of individual per-
formance agreements tailored to each employee’s job
profile and responsibilities. The Group provides a wide
array of systems and tools enabling employees to pin-
point potential risks for HOCHTIEF, escalate them, and
take counteraction.

We attach top priority to occupational safety and health
protection for our employees. Safety is a precondition
underlying all of our Group guiding principles. Project
hazard assessments serve to identify safety risks on
project sites and in our offices as well as to counter those
risks either preventively or with targeted action. Under-
scoring the importance of safety, the lost time injury
frequency rate (LTIFR) has featured as a non-financial
key performance indicator since 2015. Our focus is on
proactively avoiding work accidents and workplace-
related illness. Regular action days, intranet and poster
campaigns as well as training raise employee aware-
ness of issues around occupational safety, health, and
environmental protection. This applies in equal meas-
ure to the contractual partners and subcontractors for
whom we are legally responsible.? In 2017, the subject
of occupational safety was given in-depth focus with a
web dialog and a stakeholder day as part of the CR
materiality analysis. The numerous suggestions gener-
ated by both events are distilled into specific measures
for further improvement.®
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Risk and opportunity reporting

Risk reporting is uniformly governed by a Group-wide
directive accessible to all employees. It encompasses
risk reporting and communication, describes the struc-
ture and procedures for risk reporting, and lays down
the Group-wide risk reporting framework. The risk re-
porting process supplements operating risk manage-
ment as part of the Group-wide processes for manag-
ing risk. This ensures a reliable information process.
The outcome is reliable risk documentation for informa-
tion purposes, thus ensuring that the Executive Board
and management can be kept informed about the cur-
rent risk situation at all times as the basis for develop-
ing countermeasures.

Risks evaluated at the level of operational units are re-
ported to Divisional Controlling and incorporated into
the planning and forecasting process. In a multi-stage
process, the operating and holding companies consult
with the responsible member of the Executive Board
(or designee) as well as with Divisional Controlling to
assess their risk exposures. The latter then submits its
list of risks relevant to risk reporting to Corporate Con-
trolling. This is done using a standardized risk report
form containing information on the potential impact of a
risk on earnings and liquidity in the current and two
subsequent years, the risk category, the possible time
scale, the probability of occurrence, and any measures
already taken to avert and reduce the risks identified.
Corporate Controlling takes the information collated in
the bottom-up risk reporting process and aggregates
the risk situation to Group level. Material risks from
other parts of the Group are also incorporated here.
The individual reports are then discussed with the re-
sponsible management. Finally, a risk report prepared
by Corporate Controlling documents the entire risk re-
porting process for the Executive Board. This approach
involves managers at almost all levels of the corporate
hierarchy.

Opportunities are defined at HOCHTIEF as success
factors capable of impacting positively on business
outcomes. Opportunity management is primarily a
function of strategic management and the decentral-
ized continuous improvement process. To spot oppor-
tunities early and ensure that the Group is ready to act
on them, we keep a very close watch on our markets
and their development. Notable current opportunities
include acquisitions and increased levels of investment
in our core markets.

Scenarios, correlations, and sensitivities

Risk scenarios are additionally compiled on a case-by-
case basis to present potential impacts on HOCHTIEF
and correlations between risks, as well as to perform
sensitivity analyses. Consequently, the risk situation is
continuously monitored and—independently of the regu-
lar updates—material changes are reported without
delay (internal ad-hoc reporting). The Investment Com-
mittee is a key element of risk management at HOCHTIEF
in this connection, enabling potential risks to HOCHTIEF
associated with planned capital expenditure, divestments,
and investments requiring approval to be assessed and,
where applicable, avoided before being put into effect.
This serves to provide a framework of standard criteria
and processes and thus to ensure that all decisions are
made on the basis of identical approved principles. The
type and scope of risk analysis are determined by trans-
action volume.

Corporate Auditing integral to risk management
Another key role in the risk management system at
HOCHTIEF is performed by Corporate Auditing?. This
is an independent internal audit function tasked with
monitoring business processes and risk management
with regard to compliance with the law, regulations,
directives, internal control systems, and corporate ob-
jectives. To this end, Corporate Auditing has extensive
and unrestricted powers of information and examination
within the Group. It is an independant internal institu-

YFor further information, please
see the Compliance section on
pages 89 to 91.
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tion which performs audits on behalf of the HOCHTIEF
Executive Board in the business segments, Group com-
panies, project companies, and third-party entities for
which it has contractual auditing powers, and which
supports the Executive Board in this regard and in its
managerial role with independent analyses, assess-
ments, and recommendations.

Corporate Auditing aims to protect corporate assets, to
assess the reliability of the risk management and moni-
toring systems, and to contribute toward improving
those systems as well as toward cost efficiency in inter-
nal business processes. Ad-hoc special audits supple-
ment the risk-based audit program. To document the
observance of human rights, a basic check on human
rights was established for project audits in 2017.

Our Group companies Turner and CIMIC additionally
have their own independent audit units. Audit findings
are used to further optimize risk management and
notably risk early detection and control. The processes
operated by Corporate Auditing follow international
auditing standards and are subject to regular indepen-
dent quality assessments. Corporate Auditing reports
to management and the Executive Board on each audit
and, in summary form, to the Audit Committee of
HOCHTIEF.

HOCHTIEF Insurance Broking and Risk
Management Solutions as an essential part of
Group-wide insurance and risk management

This unit comes directly under the HOCHTIEF holding
company. It coordinates insurance-based risk manage-
ment for all divisions of the HOCHTIEF Group worldwide.

Its main objectives are:

* to protect the consolidated balance sheet by organiz-
ing and implementing a Group-wide insurance-related
risk management,

* to reduce the total cost of risk by providing own in-
surance resources,

e to support local risk management by providing aggre-
gated information obtained by collecting and analyzing
data as part of a Group-wide insurance reporting.

As the company’s inhouse insurance broker, HOCHTIEF
Insurance Broking and Risk Management Solutions
assists in the risk analysis and risk management of the
Group’s operating companies and ensures that the
manifold projects and activities in the HOCHTIEF Group
have adequate insurance cover specific to the individual
requirements.

This chiefly includes insurance solutions, both for trans-
portation infrastructure projects and for social and
urban infrastructure projects, that protect against risk
both before and during the construction phase as well
as in the operating phase.

The comprehensive, primarily international insurance
concepts focus on the provision of proper insurance
cover for property damage and financial losses that
can occur due to a number of factors, principally the
increase in climate-related damage and environmental
risks. In the case of property damage caused by natural
hazards or extreme weather conditions, cover is increas-
ingly provided through builders’ risk insurance and all-
risk property insurance. Liability risks that might arise
from unintended environmental damage, for instance,
are minimized through the Group liability insurance
program. In addition to HOCHTIEF Group units, insur-
ance cover can also be provided for external compa-
nies, notably project partners, owners, and end users.
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To optimize the Group’s risk and cost structure, additional
products and services are also provided to HOCHTIEF
Group units and external customers by the insurance
companies Builders Reinsurance S.A. and Builders Direct
S.A., as well as by consulting company Independent
(Re)insurance Services S.A. In the reporting year, the two
insurance companies were once again awarded a rat-
ing of A- (Excellent) in an financial strength rating by the
renowned rating agency A.M. Best.

Internal control and risk management system in
relation to the financial reporting process
Proper and reliable financial reporting is of key signifi-
cance in making management decisions as well as in
providing information for the public. Risks associated
with the Group financial reporting process are dealt with
in a variety of ways at the HOCHTIEF Group. IFRS
Guidelines ensure uniform accounting recognition and
measurement throughout the Group. These are updated
annually. There are also annually updated German
Commercial Code (HGB) accounting guidelines for Ger-
man Group companies. Subsidiaries—in close consul-
tation with Corporate Accounting—are responsible for
adhering to the Group-wide accounting policies in their
financial statements.

Accounting for financial instruments is carried out in
consultation with the Corporate Finance department in
order to guarantee the reliability and accuracy of the
figures used in this connection. The measurement of
derivative financial instruments is additionally supported
by a treasury management tool established throughout
the industrial and banking sectors. HOCHTIEF also
makes use of external service providers—for example,
for the assessment of pension obligations.

The correct performance of capital, liability, expense,
and income consolidation as well as interim profit elimi-
nation is aided by IT-supported preparation of the con-
solidated financial statements and systems for validat-
ing the figures generated. If there is nonetheless any
need for clarification in specific instances, the matters
are investigated and remedied by Corporate Account-

ing. The consolidation system utilized by the Group is
access-protected. This ensures that employees are only
able to access the data of relevance to them. The con-
solidation system is regularly reviewed by Corporate
Auditing.

Classification of opportunities and risks

The term “risk” primarily refers to events with potential
impacts on profit before tax and on liquidity. Individual
risks are classified into risk categories for a transparent
presentation of the risk structure. Risk assessment and
reporting serve to quantify risks, after accounting for any
action taken, with regard to potential impact and proba-
bility. In the following, risks are classified according to
expected value as “low,”
value is defined as probability of occurrence times im-
pact on financial position and financial performance.
The term “opportunity” similarly relates primarily to op-

medium,” or “high.” Expected

portunities with potential impacts on profit before tax
and on liquidity as a result of opportunities being iden-
tified and exploited at an early stage.

Opportunity and risk situation in the HOCHTIEF
Group

The overall risk exposure for the HOCHTIEF Group is
determined by taking the sum total of the expected in-
dividual risk exposures and aggregating at Group level by
divisions and the stated categories. Opportunities are
primarily established by closely observing markets and
identifying available market potential in all segments
served by the Group.

The overall risk identified at HOCHTIEF principally
relates to the risk categories covered in the following.

Market risk

The HOCHTIEF Group’s economic performance is closely
tied to macroeconomic trends and business cycles in
the countries and regions where HOCHTIEF operates.
We therefore closely monitor world economic and geo-
political developments in the regions and markets impor-
tant to HOCHTIEF. HOCHTIEF’s operations focus on
attractive markets spanning all continents. We already
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Elements of project risk management at
HOCHTIEF

Investment Personnel

identifi-
cation

Pl’OieCt assessment

and con-
tract risk

Internal
risk

Environmental | Social risk

risk

boast leading market and technology positions in our
chosen segments worldwide. From this base, we con-
tinue to see good opportunities to further bolster our
market position and core business in line with our goals
and to grow profitably in the long term.

Changes in the geopolitical situation may have negative
long-term impacts on the global economy and notably
lead to decreased public investment spending. This may
reduce the long-term growth outlook in the markets im-
portant to HOCHTIEF and/or impair future business
development. With its global presence in all key markets
with its prestigious local operations, HOCHTIEF can
offset potential regional fluctuations and respond flex-
ibly to risks of this kind.

The recovery of the U.S. economy since the global finan-
cial crisis continued in 2017. Despite the delay to the in-
vestment program initiated by the U.S. government,
the current economic data and market forecasts give
us reason to be confident that HOCHTIEF will be able
to further consolidate and further expand its already
strong position there. The transportation infrastructure,
commercial building construction, and public-private
partnership (PPP) segments are expected to benefit in
this connection. We continue to also see large potential
for PPP road and bridge building as well as rail infra-
structure projects in the Canadian market.

The picture is similarly positive for HOCHTIEF in the Asian
and Australian markets. Here, too, the outlook for the
transportation infrastructure segment in particular is dis-
tinctly positive. In combination with its strong PPP cap-
abilities, the HOCHTIEF Asia Pacific division is very well
placed through our Group company CIMIC to continue
delivering sustained profitable growth. In addition, de-
mand for resources is increasing worldwide. This is
likely to drive an expansion of resource extraction in the
Australian market especially and have a substantial
positive impact on our activities in contract mining and
mineral processing. Increasing internationalization in
this segment means that CIMIC is additionally well po-
sitioned for a positive trend of this kind.

The political uncertainties in Europe may have negative
effects on the European economic region. Brexit in par-
ticular could have as yet unforeseeable consequences
for the UK and European Union economies and hence
an impact on HOCHTIEF. Furthermore, rising political
populism and protectionism in some countries outside
and within the European Union could have an adverse
effect on contract awards. Given the slight decrease in
the still large investment spending backlog and the nu-
merous state investment programs in connection with
PPP projects in individual European countries, we see
very good opportunities, notably in the transportation
infrastructure segment, which we intend to continue
capitalizing upon.
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A rise in the oil price may have a negative impact on
our operating costs. In our contract mining activities
especially, this risk is continuously watched and as-
sessed. The resulting higher operating costs may have
adverse implications for the projects concerned.
HOCHTIEF therefore seeks to allocate this long-term
risk equitably in cooperation with clients and to bring
about a fair balance of interests. This places HOCHTIEF
in a position to reduce the risk to a negligible level.

Overall, we do not see any significant market risk for
HOCHTIEF and therefore classify such risk as low.

Financial risk

Coordinating financial requirements within the Group
and safeguarding its long-term financial independence
at all times is a central task in the financial manage-
ment process. HOCHTIEF achieves this goal with sound
Group financing secured for the years ahead and by
limiting financial risk.

Financial activities in the HOCHTIEF Group are con-

ducted on the basis of a Group-wide financial directive.

The general financial directive is supplemented with
functional, operating-level work instructions. In addition,
a strict separation of responsibilities is maintained within
the Group between financing and trading activities on
the one hand and the corresponding control and set-
tlement activities on the other. All trading transactions
are compulsorily subject to dual control at minimum.
Compliance with all directives and requirements is regu-
larly checked by the internal audit function.

Potential financial risks are tracked and monitored via
the monthly reporting system. This includes cash bud-
geting with a long-term planning horizon (18 months)
and thus provides the basis for coordinating and secur-
ing finance requirements at Group level. In addition to
known amounts due under existing Group financing
arrangements, cash budgeting also includes budgeting
for cash inflows and outflows. The impacts of specified
stress scenarios on the cash position are also presented.

The financial covenants on credit facilities are moni-
tored continually and are rated non-critical as before.
No financial covenants are featured in the respective
documentation to HOCHTIEF Aktiengesellschaft’s main
financing instruments, comprising two corporate bond
issues, a promissory loan note, and a syndicated credit
and guarantee facility.

In light of our efficient financial management, we assess
our overall financial risk as low.

Employees

All employees contribute decisively to HOCHTIEF’s
business success. In this connection, our human re-
sources strategy delivers a valuable contribution to the
HOCHTIEF corporate strategy. While competition for
good employees has become significantly fiercer,
HOCHTIEF is successful in meeting its demand for
qualified staff. It nonetheless remains our goal to con-
tinue enhancing our positive image and attractiveness
as an employer for different target groups and skill pro-
files. Furthermore, we want to develop and make opti-
mum use of our workforce potential. If we are able to
exceed our expectations in this regard with a significant
and lasting increase in workforce qualification levels,
this will have a positive impact on our business perform-
ance.

For early detection of potential personnel risks, we have
established risk management in the human resources
function based on our risk guide. Since January 2014,
a systematic survey has captured major risk categories
such as skill, motivation, staff turnover, and succession
risk together with the potential impacts on HOCHTIEF.
The risk management classification scheme in human
resources is regularly reviewed for new risks and adapted
as necessary.

Based on the most recent surveys, we classify personnel
risk as low.
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Risk arising from pension obligations

HOCHTIEF switched over some years ago from defined
benefit pension plans to defined contribution arrange-

ments, where the costs to the company are predictable.

Largely covered by plan assets and pension liability in-
surance, pension obligations at HOCHTIEF are backed
by sound asset holdings. Plan assets comprise a range
of different asset classes based on balanced strategic
portfolio allocation as well as the matching of portfolio
structure to pension durations and the expected devel-
opment of pension obligations. This puts HOCHTIEF in
a position to offset capital market movements that affect
the value of plan assets and any pension plan deficit.
Changes in measurement parameters such as the dis-
count factor or life expectancies can also lead to an in-
crease in the pension obligations as measured on ac-
tuarial principles. Regular sensitivity analyses are
performed in this connection to avoid any risks at an
early stage.

There are no material risks with regard to HOCHTIEF’s
pension obligations. The associated risk is therefore
classified as low.

Risks arising from projects, investments, legal
disputes, regulatory proceedings, and third-
party claims

Project and contract risks are a key risk management
category in our mainstream construction business. En-
gineering risks resulting from factors such as complex
geology in construction projects thus feature among the
challenges of our business. We address these risks
with the engineering expertise and longstanding con-
tracting experience of our expert workforce. Costing
and pricing risks are inherent in all projects and the ap-
praisal of project-specific change orders also harbors
risks that are continuously monitored. Risks that require
monitoring—such as a changed demand situation—
also arise in our non-construction businesses such as
contract mining, public-private partnerships, and serv-
ices.

As an international construction group, HOCHTIEF also
faces numerous legal risks. Compliance is a key element
of our guiding principles. However, as an international
construction group, our normal business operations
expose us to a number of risks in connection with law-
suits, claims, and regulatory proceedings, even if it is
our aim to avoid court cases wherever possible. The
outcome of legal disputes and regulatory proceedings is
in most cases difficult to predict. By involving our legal
departments at an early stage prior to legal proceed-
ings, assigning specialized in-house teams to accom-
pany such proceedings, and mandating experienced
law firms, we ensure that process risks are mitigated
wherever possible. In addition to the costs and expenses
arising from proceedings themselves, the possibility of
adverse rulings cannot be ruled out in individual cases.
Provisions for ongoing litigation are recognized on the
basis of estimated risk. We consider these accounting
provisions to be sufficient.

In the ILM project—a joint venture building an overland
power transmission line in Canada—arbitration proceed-
ings continue with the client in respect of contract claims
due to cost increases. A decision is expected in the
course of 2018. In the North East Anthony Henday proj-
ect, a joint venture for construction of a section of the ring
road around Edmonton, Canada, Flatiron has launched
arbitration proceedings against the client for compen-
sation in respect of additional costs. The proceedings
are expected to continue through to 2020.

Since 2015, CIMIC’s CPB Contractors together with its
consortium partners, Saipem SA and Saipem Portugal
Comércio Maritimo LDA, has been in negotiations with
Chevron Australia Pty Ltd (Chevron) in relation to col-
lection of contract debtors from the Gorgon LNG Jetty
and Marine Structures Project (Gorgon Contract). On
February 9, 2016, the Consortium formally issued a
Notice of Dispute to Chevron in connection with the
Gorgon Contract. Following a period of prescribed ne-
gotiation, the parties have entered a private arbitration
as prescribed by the Gorgon Contract. Since Decem-
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ber 2016, the arbitration has continued in accordance
with the contractual terms. The Arbitrators have been
appointed and have made orders for the conduct of
the proceedings and it is anticipated that the hearings
will be in 2019 with a determination thereafter.

In connection with this project, CIMIC recognized an
amount of AUD 1.15 billion as a contract debtor (approxi-
mately 50% of the total entitiement) as of the end of 2017.
There are also additional projects in which claims exist
against the client. Pursuing and enforcing these claims
is a top priority. CIMIC recognized a contract debtors
portfolio provision in the amount of EUR 458 million (AUD
675 million) in 2014. This remained unchanged at the
end of 2017.

In the HOCHTIEF Europe division, the Global Tech | off-
shore project involves risk relating to changes not yet
approved by the client as well as to a compensation claim
asserted by the client. The client pulled out of the con-
tract in 2014. Out-of-court dispute resolution proceed-
ings remain underway.

Included in the Group’s consolidated statement of fi-
nancial position at December 31, 2017 is the equity-
accounted investment in HLG at a carrying value of
AUD 245.6 million and loans (including interest) receiv-
able from HLG totaling AUD 1.05 billion. The assessment
of the recoverable amount of the Group’s investment in
and loans receivable from HLG involves significant judg-
ment in respect of assumptions such as discount rates,
current work in hand, future contract wins and the re-
coverability of certain legacy contract receivables, as
well as economic assumptions such as growth rate
and foreign currency exchange rates.

We cannot preclude the eventuality that it may be nec-
essary to recognize impairment losses on our subsidi-
aries and associated companies in isolated cases in the
future, both in the consolidated financial statements
and in the annual financial statements of HOCHTIEF.

Allegations of unfair practices in international business
raised against the then Leighton Group by the Australian
media in 2013 led to investigations which are still ongoing.
The CIMIC Group takes these allegations seriously and
is cooperating fully with the Australian Federal Police in
the investigation: CIMIC had actively informed the authori-
ties.

Based on the foregoing, we classify the risk arising from
projects, investments, legal disputes, regulatory pro-
ceedings, and third-party claims as moderate overall.

Compliance

The aim of our compliance system?" is to prevent cor-
ruption and antitrust infringements from the outset.
This is put into effect through regular workforce training
as well as the adoption of suitable processes and sys-
tematic controls. It is thus the job of the compliance or-
ganization to put organizational precautions in place
S0 as to secure compliance with prevailing law on the
part of the company, its decision-making bodies, and
the workforce.

For further information, please
see the Compliance section on
pages 89 to 91.

We therefore rate the risks in connection with com-
pliance as low.

Procurement

HOCHTIEF’s procurement management ensures that
capable operating partners—both subcontractors and
suppliers—are selected. By maintaining a constant
watch over the market and close contact with subcon-
tractors, suppliers, and institutions, we ensure that we
can quickly spot changes on the procurement market
and respond accordingly. Although HOCHTIEF gener-
ates a high volume of sales with individual trading part-
ners and certain services can only be provided by a
handful of business partners, the company is not criti-
cally or solely dependent on any one client or supplier.
With our detailed prequalification system for business
partners and by evaluating projects already completed,
we maintain a comprehensive overview of our partners’
capabilities, both technical and commercial. This mini-
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mizes default risk and opens the way to alternatives,
enabling us to meet customer needs with the best pos-
sible solution.

We classify HOCHTIEF’s procurement risk overall as
low.

Regulatory environment

As a result of our business activities and significant in-
ternational presence, HOCHTIEF has to contend with
risks arising from regulatory changes, particularly in the
areas of tax and environmental protection. Such risks
can affect our key performance indicators and impact
our earnings situation, notably in the case of projects
lasting several years. HOCHTIEF continuously monitors
national and international regulatory initiatives as well as
any potential resultant changes which could affect the
company in the various markets.

We currently do not consider there to be any significant
regulatory risks for HOCHTIEF and therefore classify the
risk as low.

Information security and data protection
HOCHTIEF counters IT risks with a professional risk
management department and by working closely with
capable service providers. IT service categories are
clearly set out in service certificates forming part of our
service contracts. Compliance with technical availability
and data security requirements is ensured by stipulating
measurable targets. We take care to ensure that the
relevant business systems maintain high availability levels.
The deployment of cutting-edge hardware and soft-
ware coupled with digital and physical access control
protect data from unauthorized access. Key data is kept
in separate fire compartments inside certified data cen-
ters. Regular external penetration tests verify the ability
of our firewall systems to withstand cyber attacks. Confi-
dential data and files—for data storage and e-mail, for
example—are protected by technical and organizational

measures such as the use of encryption systems. We
are also vigilant with regard to cyber crime, adapt our
systems to the latest threats on an ongoing basis, and
provide corresponding staff awareness training.

Our IT security directive, which applies to the HOCHTIEF
Europe division as well as the HOCHTIEF Americas
division, is continuously refined with the support of ex-
perts and verified by audits both in Germany and inter-
nationally. Our Group company CIMIC in the HOCHTIEF
Asia Pacific division uses its own information and com-
munication systems as well as corresponding directives,
which are in line with the applicable HOCHTIEF direc-
tives. This ensures that requirements are met with regard
to data security, confidentiality, and availability.

In addition, our service providers cooperate with the
Group’s Data Security Officer to ensure that personal
data are processed solely in accordance with statutory
requirements. HOCHTIEF has not had any notable IT
incident. Due to the measures taken, and despite the
general risk situation, we estimate the overall probability
of a security incident to be low.

Natural and social environment

HOCHTIEF’s business activities have a direct impact
on the environment. At the same time, the Group’s
business success is inextricably linked to environmen-
tal conditions.

In particular, our construction projects can be held up
by exceptional weather conditions such as heavy rain,
floods, storms, and extreme cold. This can not only
lead to reduced productivity but also endanger the
safety of employees, subcontractors, passers-by, and
local residents, as extreme weather conditions increase
the risk of construction site accidents. In this context,
HOCHTIEF therefore provides ongoing training on occu-
pational safety. Our use of cutting-edge equipment and
methods additionally contributes to protecting against
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the elements and ensuring work safety. Project teams
monitor current weather conditions and prepare em-
ployees and subcontractors accordingly. The cost risk
associated with any damage that can still occur in a
construction project due to unusual or exceptional
weather events is assessed at project level and gener-
ally transferred to insurers. In light of the ongoing con-
trols and the fact that potential impacts are accounted
for, we do not consider there to be any significant risk
to HOCHTIEF and see ourselves well positioned to pre-
vent long-term environmental and social risks.

HOCHTIEF must comply with growing numbers of statu-
tory requirements in areas such as emission levels and
energy efficiency in the markets it serves. Such regula-
tions can drive up operating costs in our projects. How-
ever, with the resources and know-how to meet ever
more exacting requirements, we offer an extensive range
of energy-efficient building construction and civil engi-
neering solutions. Consequently, also in this connection,
we do not consider there to be any material risk to
HOCHTIEF.

Foresighted planning taking in all aspects is essential
to responsible management of the short and long-term
impacts of our contract work. Our risk management
also takes into account environmental and social risks
with a direct or indirect bearing on HOCHTIEF’s busi-
ness activities, and likewise actual or potential risks to
our stakeholders and the environment—air, water, and
soil purity, health, species conservation, etc.—as a
result of our products and services.

Climate risks are regarded as part of project risks at
HOCHTIEF because they can significantly affect proj-
ect activities in the execution and operation phases.
Needs-based analysis is performed by project teams in
collaboration with specialists from the OSHEP Center.
Scenarios are compiled as an aid to impact assess-
ment.

Environmental incidents and near-misses are recorded
and analyzed in a reporting system at HOCHTIEF. This
analysis provides important information about risks and
enables us to prevent potential environmental damage
by adopting suitable countermeasures.

The tracking of CR performance indicators using sus-
tainability software adapted to HOCHTIEF’s require-
ments enables plausibility checking and enhances the
meaningfulness of environmental and social data. This,
too, contributes to safeguarding against risk.

While climate change poses many challenges and also
dangers to the environment, it also holds opportunities
for the construction industry. These include construct-
ing renewable energy power plants and related transport
links, repairing infrastructure projects damaged in ex-
treme weather, building dikes and dams, and erecting
energy-efficient tall buildings.

Opportunities from systematically pursuing the
strategy/sustainability strategy

HOCHTIEF maintains its strategy of becoming the most
relevant building and infrastructure construction group
driven by sustainable, profitable growth. Moreover, we
regard the interplay between business, the environment,
and social responsibility as an integral part of our long-
term success and foster these three elements in our busi-
ness activities. We implement our strategic principles
and continue to develop them on an ongoing basis. Our
strategic initiatives are:

® Focus on core business of construction

® Focus on cash-based profitability

¢ Continuous improvement in risk management
e Differentiation through innovation

e HOCHTIEF: an attractive place to work

e Sustainable action
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HOCHTIEF has substantially improved across its key per-
formance indicators over the last several years. We aim
to fully exploit the room for improvement that still remains.
The related initiatives will deliver additional positive
outcomes and have a positive effect on HOCHTIEF's
business activities.

The same applies to our sustainability strategy, which
is derived from the corporate strategy and based around
HOCHTIEF’s guiding principles. Our sustainability focus
areas and the related overarching objectives are the
basis of our sustained business success. A key element
of our 360-degree approach in this context is stake-
holder involvement in HOCHTIEF’s business conduct.
Active stakeholder management seeks to anticipate
issues of relevance to us, utilize business opportunities
and market potential, and mitigate risk. We were early
movers in supporting systematic implementation of the
sustainability concept and are now reaping the bene-
fits: Green building—in both building construction and
infrastructure—is a key driver of our successful busi-
ness activities today and promises further growth op-
portunities to come. This potential can have a positive
medium-term impact on our key performance indica-
tors.

Opportunities based on successful research and
development

The business success of HOCHTIEF and its effective
contribution to sustainability are closely bound up with
our capacity to innovate. HOCHTIEF clients value the
project-specific alternative proposals and the technical
expertise that enables us to successfully execute our
ambitious projects.

The organizational framework for innovation at HOCHTIEF
provides the basis to generate value with and for inno-
vation. Innovation will remain important at HOCHTIEF into
the future. It helps us further improve the quality of our
work and enhance our competitiveness, especially in
competitive markets. If HOCHTIEF further improves in
the area of innovation, this will have a correspondingly
positive impact on our business success as well as
with regard to exercising our environmental and social
responsibility.

Regulatory risk

Complex large-scale projects can involve legal and regu-
latory risks. Provisioning has been made for all risks
known to HOCHTIEF associated with legal disputes that
are nearing conclusion or are anticipated, legal claims,
and official procedures relating to individual large-scale
projects.

Abertis takeover bid

On October 18, 2017, HOCHTIEF submitted a EUR 18.6
billion offer for a 100% takeover of Abertis Infraestruc-
turas, S.A. Abertis, which will continue to be head-
quartered in Spain, is the international market leader in
toll roads, managing more than 8,600 kilometers in

14 countries in Europe, the Americas and Asia. It is the
first operator in countries such as Spain, Chile and
Brazil, and has a significant presence in France, ltaly
and Puerto Rico.

Based on what we consider to be compelling strategic
considerations, the offer is designed to afford major
advantages to both companies and all of their stake-
holders.

Opportunities relating to the takeover

Bringing together HOCHTIEF Aktiengesellschaft and
Abertis Infraestructuras, S.A. will create an integrated
infrastructure group with a unique global strategic orien-
tation and the expectation of substantial synergies.

The value creation potential expected is very signifi-
cant. This reflects expectations of a substantial in-
crease in concession projects and investment, expec-
tations of additional earnings from operation and
maintenance of a growing concessions portfolio, and
expectations of improved margins as a result of the new
business model. In our view, the business combination
will have significantly greater financial strength, en-
abling substantially increased investment while safe-
guarding a sustained strong balance sheet position.

The HOCHTIEF Group is well positioned worldwide as
a developer of greenfield PPP projects. Its focus here is
on higher-growth markets in the USA, Canada, Australia,
and in Europe. This expertise can be leveraged to even
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better effect when combined with the brownfield experi-
ence contributed by Abertis. The planned transaction
brings together two companies from the infrastructure
sector with an excellent complementary fit. Combining
HOCHTIEF and Abertis is also highly attractive for their
respective shareholders as the enhanced financial
strength makes it possible to generate a higher share-
holder remuneration.

Risks

In view of the size and importance of the planned take-
over, material risks in connection with it are set out
below. Ahead of any takeover offer, the risk profile of a
takeover is identified and evaluated on the basis of the
information available. The following is a non-exhaustive
presentation of the material risks.

Preconditions for the takeover and risk of the
takeover offer

The takeover is subject to various preconditions and
stipulations. These include, among others, that the take-
over offer be accepted by at least 50% plus one share
in Abertis and the granting of necessary official approvals.
At the present time, it cannot be ruled out that the
planned takeover may be delayed or fails to materialize.
This will be the case if any or all of the stipulations are not
met. Even if the takeover fails to materialize, HOCHTIEF
must meet the cost of preparing it.

Risks of non-attainment of strategic or operating
objectives

The positive assessment of the takeover is based at
the present time, among other aspects, on assumptions
made on the basis of publicly available information. These
may prove to be inaccurate in retrospect and thus have
an impact on HOCHTIEF’s accounting goodwiill or on
the expected synergies.

Change in risk profile

HOCHTIEF's risk profile will change in the event of a
takeover of Abertis. Additional or increased risks can-
not be conclusively described and assessed at the
present time. As stated by rating agency S&P, however,
a takeover of Abertis would in principle improve the
business risk profile of HOCHTIEF. The greater geo-

graphic diversification that HOCHTIEF’s attractive infra-
structure markets in the USA, Canada, and Australia
would open up for Abertis is one of the factors that
would lead to enhanced stability of profitability and cash
flow generation. S&P has consequently upgraded its
assessment of the business risk profile from satisfactory
to strong.

Financial risk

Financial risks associated with the takeover primarily
relate to potential exchange rate fluctuations, liquidity
risks, interest rate fluctuations, and the refinancing of
existing facilities.

Risk relating to the financing of the planned
acquisition

The financing of the planned takeover involves certain
risks, essentially relating to the necessary refinancing
of the acquisition financing and an increased debt level.

HOCHTIEF announced in November 2017 that the credit
facility for financing the planned takeover of Abertis
had been successfully syndicated at competitive rates.
The facility is for a total of EUR 15.0 billion and was
underwritten by J.P. Morgan before submission of the
Abertis offer.

In light of the factors that will lead to a high degree of
stable profitability and cash flow generation, S&P
decided to upgrade its assessment of the business risk
profile from satisfactory to strong. The affirmed BBB
rating was placed on negative outlook, which is usual
for M&A transactions of this kind.

Other risks

Other risks of the planned takeover include regulatory
risks, such as due to the resulting geographic position-
ing in new markets, risks of litigation by minority share-
holders, and political risks relating among other things
to the political situation in South America and Spain.
There is also a dependency on securing new conces-
sions.
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Executive Board’s overall assessment of
opportunities and risks

The Group’s overall risk position did not change signifi-
cantly in 2017. HOCHTIEF will continue to work inten-
sively to optimize its risk position even further. The risk
management approach is kept under constant review
and adjusted as necessary to preclude any volatility in
HOCHTIEF’s key performance indicators.

Systematic implementation of our uniform Group-wide
strategy helps HOCHTIEF exploit opportunities as they
arise. We expect to be able to counter potential risks
and thereby avoid or reduce the negative impact on
our business activities.

From the current perspective, based on their probability
and potential impact on HOCHTIEF, the risks described
in the foregoing report do not cast any doubt over the
HOCHTIEF Group’s ability to continue as a going con-
cern. Based on our analyses and the sound develop-
ment of the business in 2017, we continue to assess
HOCHTIEF’s risk-bearing capacity as good.



Forward-looking statements

This Group Report contains forward-looking statements.
These statements reflect the current views, expectations
and assumptions of the Executive Board of HOCHTIEF
Aktiengesellschaft concerning future events and devel-
opments relating to HOCHTIEF Aktiengesellschaft and/
or the HOCHTIEF Group and are based on information
currently available to the Executive Board of HOCHTIEF
Aktiengesellschaft. Such statements involve risks and
uncertainties and do not guarantee future results (such
as profit before tax or consolidated net profit) or devel-
opments (such as with regard to possible future divest-
ments, planned investments or acquisitions, general
business activities or business strategy). Actual results
(such as profit before tax or consolidated net profit),
dividends and other developments (such as with regard
to possible future divestments, planned investments or
acquisitions, general business activities or business
strategy) relating to HOCHTIEF Aktiengesellschaft and
the HOCHTIEF Group may therefore differ materially

from the expectations and assumptions described or
implied in such statements due to, among other things,
changes in the general economic, sectoral and competi-
tive environment, capital market developments, currency
exchange rate fluctuations, changes in international and
national laws and regulations, in particular with respect
to tax laws and regulations, the conduct of other share-
holders, and other factors. Any information provided on
dividends is additionally subject to the recognition of a
corresponding unappropriated net profit in the published
separate financial statements of HOCHTIEF Aktienge-
sellschaft for the fiscal year concerned and the adoption
by the competent decision-making bodies of HOCHTIEF
Aktiengesellschaft of appropriate resolutions taking
into account the prevailing situation of the Company.
Aside from statutory publication obligations, HOCHTIEF
Aktiengesellschaft does not assume any obligations
to update any forward-looking statements.
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E m U DOW"S SOIa r Fa I"m: UGL has built and is now operating the APA Group’s

20-megawatt Emu Downs Solar Farm in Western Australia.

Renewable energy is the natural solution to securing the power supply. And it’s the way of the future wherever wind,
water, or sun are strong enough. This is the case at the APA Group’s Emu Downs Solar Farm in Western Australia,
where electricity is produced from sunlight over an area of 70 hectares. CIMIC company UGL is a proven expert
in designing and building large-scale solar farms. In its building and operating projects, HOCHTIEF protects the
climate and resources in addition to offering a variety of services related to alternative energy sources.

Focus area: Resource and climate protection Group Report 2017 137
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3More further information,
please see page 35.

TFor detailed information,
please see the Group Structure
and Business Activities section
starting on page 24.

2For detailed information,
please see the sections Sus-
tainability Strategy starting on
page 34 and Sustainability at
HOCHTIEF starting on page
140.

4For the GRI index in accord-
ance with the GRI standards,
please see page 261 et seq.
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HOCHTIEF is an international construction group and
provides services on all continents. Its activities focus
on projects in the segments of transportation infra-
structure, energy infrastructure, social and urban infra-
structure, mining services, and other services. These
activities are based on longstanding experience in de-
velopment, financing, construction, and operation as
well as HOCHTIEF’s engineering expertise. In its oper-
ating activities, the Group concentrates on complex
infrastructure projects, frequently delivered on the basis
of concession models.”

The Group has a long track record of successfully man-
aging corporate responsibility (CR) matters. It built up
its CR organizational structure in the 1990s. The spec-
trum of topics it handles has been growing ever since,
and today comprises widely varying aspects of core
areas such as compliance, employees, occupational
safety, procurement, research and development, envi-
ronment, and corporate citizenship. Our understanding
of sustainability is based on the concept of systemati-
cally reconciling economy, ecology, and community in
all our business activities.? The Group Report delves
into the wide range of topics in detail.

Established internal standards enable us to cover more
recent requirements as well, such as those arising from
the CSR Directive Implementation Act that first took effect
for the 2017 year. The information required under the
Act on environmental, social, and employee-related
issues as well as compliance with human rights stand-
ards and combating corruption and bribery is provided
in full in this Group Report. The page references in the
table indicate precisely where policies, processes, and
risks relating to the individual key topics are presented
in the Group Report.

In this context, we recognize those topics as key which
are directly relevant to the Company, i.e. to the devel-
opment and performance of the business and the Com-
pany’s environment. Consequently, stakeholders’ needs
are also taken into account. We assess the materiality
of the topics through a regular review and evaluation in
terms of business relevance, effects, and stakeholder
interests.®

You will find a detailed report of the risks and opportu-
nities significant for HOCHTIEF in the Opportunities
and Risks Report starting on page 121. At the present
time, we see no significant risks likely to have a sub-
stantial negative impact on the sustainability aspects
listed above. Likewise, we currently anticipate no note-
worthy risks arising from negative deviations from our
major stakeholders’ expectations.

We work to improve our existing processes on an on-
going basis. Accordingly, we will continue to examine
and revise all corporate responsibility matters in detail.
As we do so, we will also pay particularly close atten-
tion to the effects of our business activities and their
management as well as the appropriate engagement of
all stakeholders.

In accordance with Section 315b (3) No. 2a of the Ger-
man Commercial Code (HGB), this non-financial Group
report is published together with the Group Manage-
ment Report. It is based on the Global Reporting Initia-
tive (GRI) standards.?

HOCHTIEF Aktiengesellschaft is not subject to the
preparation requirement under Section 289b (1) HGB
and does not publish a separate non-financial report in
addition to the non-financial Group report.
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"For further information, please
see the Strategy and Sustain-
ability Strategy sections on
pages 29 to 35.

2For further information, please
see the Employees section on
pages 105 to 113.
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Sustainability at HOCHTIEF
Solutions-oriented project business

Vision and strategy: the cornerstone of
sustainability

Sustainability is a fundamental part of the HOCHTIEF
vision, our Group guiding principles, and HOCHTIEF’s
corporate strategy?, from which the sustainability strategy
is derived. Established, binding rules and guidelines
ensure Group-wide implementation of our standards.
We comply with and go beyond statutory requirements.

Each of our infrastructure projects is a unique product
with individual conditions. HOCHTIEF embraces a
360-degree management approach, ensuring a com-
prehensive project process that integrates all phases of
construction projects and takes the entire life cycle into
consideration. During each project, HOCHTIEF fosters
partnership-based dialog with everyone involved. This
continuous exchange of expectations and demands is
in itself a key contribution to minimizing risk. Offerings
such as the PreFair collaborative contracting model
support this dialog for project optimization.

Management of construction work impacts
Wherever construction projects are carried out, impacts
on the existing fabric are unavoidable. Built structures
also have a long-term impact due to their long life expec-
tancy. Our project activities thus influence the social
and natural environment. We interact with employees
and trading partners from a variety of cultures and
make allowance for this in our diversity strategy, which
welcomes diversity and supports the Diversity Charter. It
is our intention that our activities should be of maximum
benefit for and have minimum impact on society and
the environment. Also, it goes without saying that we
are under obligation to take remedial action without
delay in the event of any situation that needs to be recti-
fied.

Depending on our projects’ nature and scale, our work
results in environmental impacts including land use, ex-
cavation, changes to the water supply due to lowering
of the water table and re-routing of surface water, the
consumption of energy, water, and resources, as well
as the generation of noise, vibrations, emissions, waste-
water, and other wastes. We address these effects in

the context of project management tailored to each con-
tract. Social benefits arise, for instance, through job
creation and community engagement in the areas
around our projects. A responsible corporate citizen and
employer, HOCHTIEF contributes as a matter of princi-
ple to developing society by creating value.

With our solutions-oriented, future-focused approach,
we make an active contribution to creating a safe and
beneficial living environment for current and future gen-
erations while conserving the natural world—both during
the course of our project activities and after completion.
Foresighted planning that takes in all aspects is there-
fore essential to responsible management of the impacts
of our business activities.

Project planning at HOCHTIEF encompasses factors
such as environmental protection, energy efficiency or
environmental footprint, fair working conditions, and
occupational safety and health?. A balanced interplay
of economic, environmental, and social factors is our
objective in every phase of the project and decision-
making process. Keeping sight of long-term interde-
pendencies and determinants also plays an active part
in effective risk management. Certified, sustainable
projects based on standards such as LEED, DGNB,
BREEAM, Green Star, Greenroads, or ISCA, which in-
clude systematic management of impacts, provide the
optimum conditions for such responsible project man-
agement. These integrate diverse sustainability aspects
and necessitate a construction and operating process
for buildings and infrastructure projects that is efficient,
keeps pollution levels low, conserves resources, and is
user-friendly. HOCHTIEF welcomes and supports this
development.

For responsible process management, we combine the
vertical approach—in operational project activities—with
a horizontal dimension. Continuous exchange among the
various specialist departments whose responsibilities
touch upon CR issues is thus standard practice at
HOCHTIEF. In the long term, we aim for more intensive
employee involvement in such issues by providing CR
and sustainability training for the entire workforce.



Observance of human rights

HOCHTIEF is committed to the respect and observ-
ance of human rights and to active prevention of
human rights violations.” Social values and princi-
ples are an inherent part of our corporate culture
and our internal standards.? The obligation to ob-
serve human rights is fundamentally and bindingly
enshrined in the HOCHTIEF Code of Conduct and
in the HOCHTIEF Code of Conduct for Business
Partners.® This also is a contribution toward risk
management in the Group.

HOCHTIEF identifies key areas of responsibility for
the observance of human rights in the functions of
compliance (anti-corruption), human resources, pro-
curement, corporate responsibility (CR) and internal
audit. Responsibility in all cases relates both to our
own employees and to subcontractors. Issues of
special relevance to HOCHTIEF notably include the
aspects of complaint mechanisms, forced labor,
child labor, discrimination, freedom of assembly,
health, and occupational safety. The various func-
tions accordingly address the issues involved, evalu-
ate risks, specify measures to be taken, and closely
consult with each other on a continuous basis. A
joint working group with representatives from the
various functions coordinates the common approach.
The objective is to rule out human rights violations in
all processes of project activities where HOCHTIEF
is able to exert influence.

To identify potentially sensitive areas for human rights
violations at an early stage, HOCHTIEF has deployed
a human rights quick check in project audits by the
internal audit function since 2017. The findings are
processed by the responsible functions in order to
identify potential measures to be taken.

Quality management

Sound quality management paves the way for ensuring
the high quality of our activities well into the future.
HOCHTIEF Solutions, for example, operates on the basis
of the DIN EN ISO 9001 quality management system.
This means HOCHTIEF Europe attains a 94% certifica-
tion rate (expressed as a share of sales) under the
standard. At Turner, the Quality Gold Star program has
been used since 2015, with project teams implementing
site-specific quality planning. Regular audits and continu-
ous improvement contribute to optimizing HOCHTIEF’s
quality assurance processes.

Stakeholder management

HOCHTIEF’s business activities are influenced by diverse
internal and external stakeholder groups. Our stake-
holder management serves the purpose of systemati-
cally surveying and giving strategic consideration to
stakeholder needs within sustainable, responsible busi-
ness practices and of our corresponding public posi-
tioning. By means of a differentiated process, stakeholder
groups and their representatives are identified (see box),
integrated into the network, and motivated to actively
contribute by providing feedback. Objectives here in-
clude ongoing dialog and a long-term connection to
HOCHTIEF.# We define our CR focus areas from an
analysis of key issues.

The target group-specific activities and formats include:
e Communication at construction sites

e Employee feedback

e Public relations

e Capital market communications

® Trade shows, congresses, and events

* Market studies

e Customer surveys/customer satisfaction analyses
® Image and reputation polls

e Corporate responsibility stakeholder dialog

e Quality assessments/audits

Customer orientation

Customer satisfaction is fundamental to our business.
Our companies document customer feedback using
tools such as surveys and databases, analyzing the
resulting data. Across the Group, the repeat customer
rate stood at some 74% in 2017, testifying to a high
level of customer satisfaction.

We measure HOCHTIEF's reputation in regular surveys,
in which we constantly achieve very good scores.

HOCHTIEF’s reputation values (%)
2014 2015 2016 20179

87 85 84 87

Feedback from internal stakeholders is obtained by
means of employee surveys. Such feedback provides
important pointers regarding employee satisfaction and
commitment, and exposes leverage points for improve-
ment processes—also an important contribution to
HOCHTIEF’s reputation as an attractive employer.

"HOCHTIEF signed the stand-
ards of the International Labor
Organization (ILO) in 2000 and
the UN Global Compact on
supporting and respecting
human rights in 2008.

2The Group’s expectations are
incorporated in the HOCHTIEF
Vision, the Corporate Principles
and the Code of Conduct.

9For further information, please
see www.hochtief.com/
sustainability

“For further information, please
see the Sustainability Strategy
section on pages 34 and 35.

HOCHTIEF’s stakeholder
groups

Analysts
Associations/NGOs
Bankers

Clients

Employees
Government/public autho-
rities

High school and college/
university students, recent
graduates

Investors

Journalists
Neighbors/local residents
Scientific institutions
Shareholders
Subcontractors

Suppliers
Universities/colleges

987% of people surveyed by
market research institute YouGov
in Germany in the reporting year
rated HOCHTIEF’s reputation as
excellent/very good/good.
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Focus area indicator
Corporate Citizenship

Aspect: Taking responsibil-
ity for local communities
See GRI index.

u For further information,
please sse www.hochtief.
com/community

u For further information,
please see
ww.hochtief.com/b2p

142 Group Report 2017

Corporate citizenship at HOCHTIEF

Our business activities have both a positive and nega-
tive impact on our natural and social environments.
That is why our efforts to do good are always project-
based, focusing on the people in the areas where we do
construction work. We also take into consideration the
opinions and suggestions offered by all parties we
identify as having a stake in our activities but also har-
monizing those various interests. As a result of our
decentralized activities, we create a tailored program
for each of our projects with a view to engaging with all
stakeholders who are directly or indirectly affected in
the construction process as well as to increasing the
social benefits of our projects. This includes, for instance,
incorporating communication with residents as an es-
tablished part of our process management. We aim to
support local communities, both in the direct vicinity of
our projects and in regions where we do not do busi-
ness.

We see ourselves as a corporate citizen and take re-
sponsibility. This way, volunteering, financial resources,
donations in kind, and passing on our expertise often
enhance the project work we perform. We have identi-
fied key areas for sponsorship: “Educating and promot-
ing young talent” and “Shaping and maintaining living
spaces."u At some of our companies, social sponsor-
ship also includes giving employees time off to partici-
pate in charitable activities.

Bridges to Prosperity

In the reporting year, HOCHTIEF collaborated with the
non-governmental organization Bridges to Prosperity
(B2P) [> | to jointly build footbridges in remote areas
of impoverished countries. This aligns with our spon-

sorship focus of shaping and maintaining living spaces.

Spanning rivers that rise or even swell massively in the
rainy season, the bridges built together with B2P give
the local population a safe way to access educational
facilities, medical treatment, and markets now. HOCHTIEF
and its companies have been working with B2P since
2010, and the initiative has successfully expanded
throughout the Group. We completed three bridges in
the reporting year.

Number of people who benefit from B2P bridges
constructed by HOCHTIEF

W HOCHTIEF Group
HOCHTIEF Americas
HOCHTIEF Europe
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For each project, a team of employees travels to the
region to build a footbridge within two weeks. They
also train the local populace so they can perform repairs
themselves later. That is how we ensure sustainable
growth and knowledge transfer.

The HOCHTIEF employees involved can expand their
networks, and their long-term ties to the company are
reinforced. So far, 244 employees have worked on B2P
projects. Local helpers, subcontractors, and suppliers
in the areas where these projects are built also profit from
our engagement. They receive fair pay and specialized
training to maintain the bridges in the future.

In 2017, Flatiron completed two bridges in Nicaragua;
HOCHTIEF and CIMIC together built one in Rwanda.
Documenting our commitment and tracking the key fig-
ures are intended to make the sustainable social ben-
efits measurable. We plan to continue the Group’s com-
mitment in this regard on a long-term basis.

Added value for the population:

According to Bridges to Prosperity’s estimates, the

23 footbridges built by HOCHTIEF have meant:

¢ 12,453 children have safe access to educational
facilities (12%)

® 24,906 people have easier access to medical
care (24%)

* 103,800 locals have benefited from the 23 bridges
HOCHTIEF has built so far
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In the reporting year, HOCHTIEF also collaborated with
the organization Architects for Society to support the
development of Hex House, a standardized solar house
which will provide people in need of shelter, for example
following natural disasters, with a dignified home. We
want to continue this engagement too.

Donations and sponsorship:

Organization and reporting

A Group directive specifies how HOCHTIEF defines and
distributes donations and sponsorship activities. It de-
scribes responsibilities, reporting processes, and duties.
The HOCHTIEF Group’s donations and sponsorship
activities are the responsibility of the Corporate Com-
munications department, which is in charge of overall

coordination and reporting. It develops the strategic focus

in close consultation with the Executive Board.

The members of the executive boards and general
management of the operating companies are respon-
sible for their donation and sponsorship budgets, and
monitor appropriate disbursement and amounts. Their
focus on where to donate money and what programs
to sponsor is at all times aligned with the Group direc-
tive. Each initiative is documented and reported to Cor-
porate Communications at regular intervals.

The Group-wide budget for donations and sponsorship

came to some EUR 4.98 million in the reporting year.

:‘h‘

at "ol

LT vy -
: I'11

Luca

& Jemmd ek

i — e el
i D— e
[
i -
R ———— L L
L

i e, P, e i
i, — | . [ —
i  d— ! i [h—
i i e g e

—lhe

Footbridges constructed by HOCHTIEF and B2P,
by country

Number of realized

projects
HOCHTIEF Americas
(Flatiron, Turner, E.E. Cruz)
Honduras: 1
Guatemala: 1
El Salvador: 2
Nicaragua: 13
HOCHTIEF Europe and
HOCHTIEF Asia Pacific
Rwanda: 6
HOCHTIEF Group: 23

No donations to political parties

HOCHTIEF’s business units and companies do not
make any direct or indirect donations to political orga-
nizations, parties, or individual politicians. (Excerpt
from our Code of Conduct. The Code of Conduct
can be found in full on the Internet at
www.hochtief.com/codeofconduct).

This chapter is

part of Focus
Area Corporate
Citizenship

New paths: In cooperation with
the organization Bridges to Pros-
perity, three new pedestrian
bridges were built in 2017 in
remote areas of Nicaragua and
Rwanda (left).

New ideas: Sponsored by
HOCHTIEF, the “1, 2, 3 Kultum-
mel” exhibition at Berlin’s Laby-
rinth Children’s Museum invited
visitors to engage with different
cultures and outlooks (right).

You can find a selection of com-
munity projects in which our
companies were involved in 2017
at www.hochtief.com.
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2See chart on page 110.

’See glossary.
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Environmental protection:

Responsibility for climate and resources

Our core business has environmental effects: Building
construction, transportation infrastructure projects, and
the mining business all impact the soil, water, air, and
climate and affect biodiversity. In light of this, environ-
mental protection is afforded top priority throughout
the HOCHTIEF Group. In order to prevent negative ef-
fects wherever possible and carry out our work in the
best possible manner, we flank our activities with exten-
sive environmental protection measures, often exceed-
ing the stringent requirements of lawmakers and clients.
Here, we concentrate on the actual construction pro-
cess and the effects for which we are directly respon-
sible. In 2018, within the framework of a pilot project, we
will exemplarily perform a quantitative evaluation of the
environmental and social effects of construction projects.

We aim to optimize our environmental and social per-
formance and further improve our risk management.
This is why, in our environmental protection programs,
we consider not only the area where our building sites
are located, but also the wider vicinity. Our teams de-
ploy individual measures to minimize the risks of envi-
ronmental damage and other impacts on the surround-
ing area. They work in close harness with specialists
who are brought on board as early as the planning stage.
We examine whether materials can be used multiple
times or endeavor to recycle to the highest possible qual-
ity standards. This lets us make an active contribution
to reducing emissions that are harmful to the environ-
ment and climate.

We express our environmental indicators listed below
in relation to Group work done in the year in question—
EUR 24.52 billion in 2017 (coverage”). The volume, type,
location, and scope of the projects we have in progress
during the year affect these indicators. The amount of
greenhouse gases produced usually changes relative
to the change in Group work done. We monitor and
assess this interdependence continuously.

Our goal is to define a base year for our indicators by
2020 in order to set concrete reduction goals on this
basis.

Organizational structure of environmental
protection in the HOCHTIEF Group

The Center for Occupational Safety, Health and Environ-
mental Protection (OSHEP Center) is responsible for
environmental protection within the HOCHTIEF Group.
It specifies how environmental protection matters are
coordinated and organized by way of a Group directive.?
As this issue is of the utmost importance, the head of
the OSHEP Center reports directly to the Group Execu-
tive Board. Our environmental protection policy, which is
applicable to the entire Group and part of the Group di-
rective, describes our environmental protection culture
and forms the basis of our project work.

Managerial staff implement statutory and internal require-
ments with the support of the OSHEP Center. During
the project planning and execution phases, the OSHEP
experts are on hand to provide advice on implementing
environmental standards so as to ensure that the pro-
cedures put in place are legally watertight. Environmen-
tal and climate protection issues are enshrined in the
organizational structure of the HOCHTIEF divisions, each
of which is responsible in its own right. Additionally, the
internal auditing function reviews compliance with the
requirements on specific projects worldwide.

In the operational units, environmental protection is inte-
grated into the project processes. The management
systems put in place for this purpose meet international
standard ISO 14001. The proportion of environmental
management systems within the Group in the reporting
year stood at 77.3%.

Proportion of units in the HOCHTIEF Group certi-
fied in accordance with environmental manage-
ment systems, relative to number of employees (%)

81.8 77.3
68.1

2014 2015 2016 2017
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Involving employees

Adequate occupational safety, health, and environmental
protection call for all project members to be well informed
and trained. We consider it important that our employ-
ees are familiar with and develop their understanding of
environmental issues. To this end, we involve them and
raise their awareness—for example, by aligning organi-
zational structures with employees’ needs. Continuing
education tailored to the requirements in question in-
cludes training in the form of in-project instruction and
presentations.

HOCHTIEF’s environmental and occupational safety
experts also undergo regular training and advise the
project teams on implementing environmental protec-
tion measures. There is a continuous exchange of in-
formation through internal and external working groups
and networks.

Early risk identification

Our aim is for projects to succeed without incident from
an environmental protection standpoint, too. Environ-
mental protection issues are therefore already a factor
under consideration when investment decisions are
made. As early as the planning phase, our experts iden-
tify and assess the relevant environmental risks in close
consultation with the project teams and develop pre-
ventive measures that are implemented during the con-
struction process. Throughout every project, HOCHTIEF
executives firmly set their sights on complying with fun-
damental statutory requirements and standards so as
to pave the way for an accident-free construction pro-
cess.!

Environmental damage

We classify environmental damage into three catego-
ries, which in some cases are broken down in greater
detail in the individual corporate units:

e Category 1: Severe potential damage with irreversible
or long-term assumed impacts

e Category 2: Minor to medium potential damage

e Category 3: Negligible incidents without substantial
potential damage, and near-misses

Any significant damage caused in the course of con-
struction projects must be reported through the crisis
information system. Cases of environmental damage
are generally captured and assessed using a reporting
system so that they can be analyzed and revisited in
detail. We take the same approach with near-misses
concerning the environment, as these provide impor-
tant insights into processes that entail risk. Appropriate
measures are taken with a view to preventing potential
environmental damage.

Number of environmental damage incidents in the
HOCHTIEF Group?

2015 2016 2017
Category 1 0 0 0
Category 2 0 6 12

Fines

In 2017, two monetary fines of EUR 10,138 each were
levied against HOCHTIEF for violations of environmen-
tal regulations.® Both cases arose at subsidiaries of
CIMIC and relate to instances in connection with proj-
ects where waste water made its way into rivers.

Environmental protection topics at HOCHTIEF
We give consideration to environmental aspects during
HOCHTIEF’s project activities through our CR focus
areas Active Climate and Resource Protection and
Sustainable Products and Services. H

Hazardous substances management

Handling hazardous materials and products containing
hazardous materials entails risks to people and the en-
vironment. This is why it is of paramount importance to
handle them correctly and responsibly. As statutory
and internal requirements differ from country to country,
the HOCHTIEF Europe division stores requirements
relating to hazardous substances lists using an online
program, where employees can also view workplace-
specific instructions, additional information on individual
hazardous materials, and safety data sheets.

This chapter is
part of Focus
Areas Active

Climate and
Resource
Protection

2Minor instances of environmen-
tal damage and low-severity
Category 3 incidents are dealt
with under the auspices of the
relevant company and are not
reported Group-wide. The figures
in the table also include incidents
for which only a warning was
issued.

9The internal reporting limit is
EUR 10,000.

u You can find examples
of environmental protection
topics in practice on our
website at hochtief.com/
sustainability.

" For further information, please
see the Opportunities and Risks
Report section on pages 130
and 131.
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Focus area indicator
Active Climate and
Resource Protection

Aspect: Waste
See GRI index.

I At HOCHTIEF, the term recy-
cling covers both recycling and
reuse. HOCHTIEF’s recycling
rate is the volume of all recycled
and reused waste as a percent-
age of total waste.

2See glossary.

Waste management

As construction processes typically produce large
quantities of waste, we at HOCHTIEF are very keen to
handle materials responsibly, particularly the mineral
portion of construction waste. Partly in light of the grow-
ing scarcity of resources, this is a key concern. As a
rule, we place emphasis on avoiding waste in the first
place, reducing unavoidable waste, and recycling as
much as possible.”

The total quantity of waste increased significantly in the
reporting year. Fluctuations in waste quantities are normal
due to the strong variation in our contracting business,
with major infrastructure projects in particular leading
to large volumes of waste. What is crucial for us is to
ensure responsible disposal. Large-scale tunnel con-
struction projects at CIMIC companies were notable in
contributing to the increase during the reporting year.

We provide for projects to sort waste by type wherever
possible after demolition or earthwork operations. This
is essential to enable materials to be reused to a high
standard of quality. In addition, we plan consumption of
material volumes in detail, developing waste disposal
concepts early on so as to ensure that material flows

Waste volume by type in the HOCHTIEF Group (t)

Waste Waste volume Waste volume Group

volume total hazardous non-hazardous Coverage®

2017 8,860,189 123,481 8,736,708 95%

2016 2,143,758 48,729 2,095,029 98%

2015 3,897,625 308,375 3,589,250 100%

2014 3,747,136% 150,373 3,596,763 100%
Waste volume by disposal method in the HOCHTIEF Group (t)

Waste volume Thereof: recycled/  Thereof: landfilled/  Recycling Group

total reused disposed rate  Coverage

2017 8,860,189 8,024,991 835,198 90.6 % 95%

2016 2,143,758 1,592,591 551,167 74.3% 98%

2015 3,897,625 3,192,247 705,378 81.9% 100%

2014 3,747,136% 2,622,995 1,124,141 70.0% 100%

3 Figures adjusted on basis of more precise renewed survey by HOCHTIEF Asia Pacific division after 2014 report-

Ing year.
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are efficient and environmentally friendly, especially in
large-scale infrastructure projects. We take care to re-
use materials for the same project wherever possible
S0 as to avoid transportation and waste disposal haul-
age. This often results in cost savings—and when we
save on journeys, it also reduces the amount of fuel and
CO, emissions. This is where lean management pro-
cesses? come into play as part of our construction
management activities.

To reduce the impact on the environment and cut waste
disposal costs, we are placing ever greater emphasis
on recycling waste. The Group-wide recycling rate was
90.6% in 2017 (2016: 74.3%). Our projects are all very
different and can vary considerably in terms of the vol-
ume, composition, and contamination of the waste
they generate. The annual recycling rate must be exam-
ined against this backdrop. Our aim at all times is to
recycle to high quality standards. In the long term, we
aim to attain a constant recycling rate (including re-
covery) of at least 85% each year.

Waste management has a significant effect on our
projects, as the growing scarcity of resources in some
areas can impact directly on a construction project.
The waste disposal and recycling methods are often
mandated by requirements in the relevant countries,
particularly in the case of hazardous waste. For non-haz-
ardous construction waste, such as demolition rubble
or uncontaminated excavated material, the companies
doing the work can usually decide for themselves how
to recycle the material while ensuring that they are legally
compliant. On construction sites, project-specific dis-
posal logistics plans are developed to govern material
flows.
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Biodiversity conservation

In the area around our projects and beyond, we endeavor
to protect and conserve biodiversity and reduce the
negative impact of our work. Environmental appraisals
prior to construction, always in consultation with the
competent authorities, are therefore a matter of course
and also include aspects of species protection. Detailed
environmental plans are developed for the construction
phase, containing at least the regulatory requirements
and mandatory measures. This applies especially where
projects are in the vicinity of protected areas. In the event
of changes to the planning, the project managers im-
mediately adjust the environmental measures to match.

The environment is impacted not just by the construction
business, but by the mining business as well. CIMIC
therefore focuses not only on excavating resources with
as little impact as possible, but also on subsequent
renaturation measures. In 2017, CIMIC companies re-
habilitated a total of 1,032 hectares of land following
mining activities—an area equal to roughly 1,444 foot-
ball fields or 195 Great Pyramids.

Rehabilitation of mining area in 2017 (ha)

Region Reshaped Top-soiled Seeded
Australia/

Pacific 192.1 69.7 42.0
Asia 369.3 358.5 0.0
Total 561.4 428.2 42.0

Water management

The protection and responsible use of water resources
are key factors for us, as construction projects often
require large quantities of water or impact the ground-
water. To ensure that work is performed in an efficient,
environmentally compatible, and responsible manner,
each project team devises tailored water conservation
plans. Groundwater and drinking water use during the
course of a project, disposal of used and waste water,
infiltration, water pollution, and water treatment are key
aspects here.

Water consumption by source in the HOCHTIEF Group (m?®)

2015 2016" 2017
Municipal water supplies 3,691,980 3,598,315 577,274
Fresh surface water 2,392,950 765,599 3,221,417
Fresh ground water 752,070 3,292,075 1,676,121
Wastewater -2 -2 2,182,595
Rainwater -2 -2 248,574
Water reused 5,098,000 5,425,000 4,052,000
Total water consumption 11,935,000 13,080,989 11,957,981
Group Coverage 46% 50% 52%

Notably projects that are to be certified to standards
such as DGNB, LEED, or ISCA require responsible water
management, above all in water-poor regions, where
water is also recycled or used multiple times. For ex-
ample, during construction of the Sydney Metro project,
which is being carried out by CPB Contractors as part
of a consortium, water consumption is to be reduced
by at least 10% compared with conventional methods.
At the same time, at least a third of the water used
during construction is to come from non-potable sources.

As water is a particularly important issue in the Asia-
Pacific region, CIMIC operates active water manage-
ment at project level and systematically captures water
consumption data. The company regularly participates
in the CDP water ranking and achieved a B score in 2017.

At CIMIC in the HOCHTIEF Asia Pacific division, a total
of 35% of all water used in the reporting year was taken
from reused water.

Handling hazardous building fabric

HOCHTIEF takes the responsible handling of hazard-
ous materials and contaminants extremely seriously
because of the risks to people and the environment.
The issue is addressed systematically and reliably
throughout every phase of a project.

Notionally applying at
HOCHTIEF Europe the per-
centage distribution of sources
used at HOCHTIEF Asia Pacific.
2Not tracked in the reporting
period.

Focus area indicator
Active Climate and
Resource Protection

Aspect: Biodiversity
See GRI index.

Focus area indicator
Active Climate and
Resource Protection

Aspect: Water
See GRI index.
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Focus area indicator

Sustainable Products
and Services

Aspect: Life cycle
See GRI index.

Focus area indicator
Active Climate and
Resource Protection

Aspect: Climate Protection
See GRI index.

" For further information, please
see the Opportunities and Risks
Report on pages 130 and 131.
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In demolition, conversion, and revitalization projects,
critical component substances pose a particular chal-
lenge once in place. It must be ensured that these
materials are identified and removed in a safe and envi-
ronmentally compatible manner before construction
activity begins. The project teams are trained in this area
and made more aware of the issue on a regular basis.
It becomes an issue especially when materials have been
used which, although approved at the time of construc-
tion, pose a health risk according to more recent scien-
tific findings. It is therefore also important for us to keep
abreast of and communicate current research and statu-
tory requirements. In order to ensure that we recycle to
the highest possible standard of quality, we endeavor

to sort construction waste into highly segregated streams.

Refurbishment

Numerous HOCHTIEF projects are dedicated to con-
verting, modernizing, revitalizing, or refurbishing exist-
ing buildings. In these projects, no new surfaces are
sealed and existing material can be recycled and sub-
sequently reused. This helps save on transportation,
waste volumes as well as resources. Depending on the
type of the original building, the rebuilding work results
in a better operating energy footprint.

In the reporting year, for example, the German Sustain-
able Building Council (DGNB) awarded the Height 1
office building in Hamburg the DGNB certificate in gold.
This striking project—certification of the former Spiegel
high-rise under the existing buildings scheme was a com-
plex matter—boasts an excellent overall performance
score of 72.5%. The building scored well above average
notably on ecological quality, which includes the extent
to which materials are free from hazardous substances.

Increasing energy efficiency and climate
protection

The challenge posed by climate change places demands
especially on the business sector. As building is one of
the most energy- and emissions-intensive activities,
HOCHTIEF believes that it bears a particular respon-
sibility. HOCHTIEF has joined with other businesses in
pledging its commitment to the goal to limit global warm-

ing to 2°C or, if possible, 1.5% At the 22nd World Climate
Conference in 2016, we signed the declaration that calls
for clearly defined targets for individual sectors. To under-
score this even further, HOCHTIEF joined with a num-
ber of other large businesses active in Germany in signing
the B.A.U.M. Code for sustainable business practices
in the reporting year, which also includes climate pro-
tection. HOCHTIEF is an active participant in the “Wirt-
schaft macht Klimaschutz” dialog forum initiated on behalf
of the Federal Ministry for the Environment, Nature Con-
servation, Building and Nuclear Safety in 2017 and is also
engaged in the initiative’s steering committee. The aim
is to create a broad network of German businesses
geared to protecting the climate as well as to develop
and implement joint strategies and practical measures
for climate protection in the corporate sector. In this
way, we aim to contribute to shaping climate-friendly
operating processes.

In 2017, the non-governmental organization CDP once
again recognized the HOCHTIEF Group for its contribu-
tion to protecting the climate and reducing pollutants.
HOCHTIEF achieved a B score in the climate ranking
and thus, according to the CDP criteria, attains Manage-
ment status. In the long term, we aim to improve our rat-
ing to an A score.

Specifically making the work carried out by the construc-
tion sector more sustainable calls for innovative models
and measures. In 2017, for example, HOCHTIEF started
an innovation project for closed-loop cycles (Cradle to
Cradle®) that is based on the infinite circulation of ma-
terials in cycles: The aim is for resources to be returned
to their original cycle after use and reused. This is to be
achieved among other things by optimizing the selection
of building materials according to environmental stand-
ards. We pursue the goal of developing and, in the long
term, establishing viable work methods around the cir-
cular economy approach.

Climate change is not just a global challenge;" it also
presents opportunities for HOCHTIEF, as the demand
for sustainable infrastructure is growing. Sustainable
building construction and infrastructure projects account
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Scope 1 includes all direct sources of emissions that are
owned or controlled by the company (such as carbon
emissions from HOCHTIEF vehicles).

Scope 1
Direct

Classification of greenhouse gas emissions

Scope 2 includes all indirect
emissions from the company’s

consumption of energy (electric-

ity, district heating).

Scope 3 includes all extended emissions that arise in the company’s value chain and thus
similarly fall within its scope of responsibility (such as carbon emissions from use of materials
by HOCHTIEF subcontractors).

Burning of n
h fossil fuels °¢°- Cars

Scope 2 Scope 3

Indirect Extended gq

S gﬁ OOIC
Purchased Business Waste Production

h energy travel disposal ':’—2 of purchased

@@= materials

for a significant portion of HOCHTIEF’s business activi-
ties. We are one of the leading providers in these market
segments and have set our sights on further expanding
our portfolio of sustainable products in building con-
struction and civil engineering worldwide. HOCHTIEF
is also ideally placed to counter the consequences of
climate change, such as in flood protection or in water
supply and disposal.

Greenhouse gas emissions: data collection
Scope 1, Scope 2, Scope 3

In order to achieve our climate targets and reduce the
production of harmful greenhouse gases, we calculate
the following indicators that include the energy consump-
tion and emissions of the main corporate units. These
data are largely based on material-specific cost cat-
egories and a calculation of average prices. The indica-
tors listed relate solely to materials and services pur-
chased by the HOCHTIEF Group. In the HOCHTIEF
Asia Pacific division, the indicators comply with the
statutory requirements of the National Greenhouse
and Energy Reporting Act 2007.

Nature, scope, and location of the construction projects
ongoing during the year have a direct impact on energy

consumption levels and the emissions inferred from them.

However, projects are not comparable with one another.
Using a tunneling machine to bore through hard rock,

Main materials used within the HOCHTIEF Group in 2017

Asphalt () Concrete (M?) Wood (m?) Steel (1)
HOCHTIEF Americas - 1,035,900 1,168,8592 138,061
HOCHTIEF Asia Pacific 345,000 1,430,000 22,667 196,000
HOCHTIEF Europe - 699,108 12,424 129,219
HOCHTIEF Group 345,000 3,165,008 1,203,950 463,280
Group Coverage 45% 100% 95% 100%

THOCHTIEF will continue its efforts to improve data quality in order to achieve a consistent, standardized basis of

calculation across the Group.
2Volume computed on the basis of average Europe prices

Main energy consumption within the HOCHTIEF Group in 2017

Gasoline (MWh) Diesel (MWh) Electricity (MWh)
HOCHTIEF Americas 14,058 637 9,906%
HOCHTIEF Asia Pacific 5,260 8,569,000 145,000
HOCHTIEF Europe 13,186 160,663 342,384%
HOCHTIEF Group 32,504 8,730,300 497,290
Group Coverage 100% 100% 95%
3Including district heating and district cold (852 MWh)
YIncluding district heating (6,737 MWh)
Business travel within the HOCHTIEF Group in 2017

Train (km) Plane® (km)  Rental car (km)

HOCHTIEF Americas 2,000,000 65,666,774 2,300,000
HOCHTIEF Asia Pacific -9 68,143,837 5,218,873
HOCHTIEF Europe 3,452,502 9,629,003 523,986
HOCHTIEF Group 5,452,502 143,439,614 8,042,859
Group Coverage 51% 100% 95%

9For a detailed list of air travel broken down by short, medium, and long-haul flights, please see www.hochtief.

com/sustainability.
SCategory not applicable
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Greenhouse gas emissions"” in the HOCHTIEF Group

Scope 1 (/CO,) 2014 2015 2016 2017
HOCHTIEF Americas 2,432% 1,148,4322 12,186 3,692
HOCHTIEF Asia Pacific 3,191,000% 1,913,000 1,964,000 2,202,000
HOCHTIEF Europe 54,711 38,628 31,356 46,278
HOCHTIEF Group 3,248,143 3,100,060 2,007,542 2,251,970
Group Coverage 79% 95% 100% 100%
Scope 29 (t/CO,) 2014 2015 2016 2017
HOCHTIEF Americas 6,620 37,1122 6,0572 5,034
HOCHTIEF Asia Pacific 219,000% 93,000 89,000 128,000
HOCHTIEF Europe 74,867 80,762 112,451 191,964
HOCHTIEF Group 300,487 210,874 207,508 324,998
Group Coverage 96% 95% 95% 95%
Scope 39 (t/CO,) 2014 2015 2016 2017
HOCHTIEF Americas 3,648,726 1,086,608 1,440,197 835,092
HOCHTIEF Asia Pacific 4,731,0009 3,497,000 2,666,0009 1,653,000
HOCHTIEF Europe 286,488 449,472 391,571 453,300
HOCHTIEF Group 8,666,214 5,033,080 4,495,768 2,941,392
Group Coverage 75% 74% 80% 85%

’Sources for carbon conversion factors: GHG Protocol, DEFRA and Germany’s Federal Environmental Agency, NGER
2Data are based on assumptions and projections.

dincluding John Holland and Ventia, reporting periods July 1 to June 30

4Calculated on basis of local emission factors.

5 For a detailed breakdown of Scope 3, please see www.hochtief.com/sustainability.

Srestated

u For further information,
please see:
www.hochtief.nl
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for example, is much more energy-intensive than a
building construction site operating on softer soil.

Our aim in data collection is a uniform level of detail in
the division companies so as to be able to better com-
pare and fully understand the data. To this end, con-
sumption figures are to be recorded also on a proj-
ect-related basis from 2018 onward. Data quality was
further improved in the reporting year due to the greater
detail level in data collection. As a result, comparability
with the prior-year figures is limited in some cases.

Practical examples

Our aim is to reduce greenhouse gases. In our projects,
we therefore use energy as efficiently as possible and
resources sparingly. In order to further reduce the mate-
rials and energy required, we collect the data to show
us where consumption is particularly high. We then cap-
ture and analyze the causes with a view to developing
measures to reduce requirements.

This is done both internally at HOCHTIEF, within the
project processes for which we are responsible, and in
close cooperation with clients and partners. The most
important products in our portfolio include sustainable
buildings and infrastructure projects. On account of
lower carbon emissions, these have a positive impact
on the climate, environment, and society because they
are constructed efficiently and in a way that conserves
natural resources. In addition, they are operated effi-
ciently later on.

Within our Innovation Award, a competition we run
throughout the Group, we have also defined an Energy
and Environmental Protection category with a view to
discovering innovative solutions and forward-looking
approaches to environmental and climate-related issues.
The awards have shown that enhancements to existing
processes always go hand in hand with improvements
in safety and sustainability.

LED lighting is being used more and more in construc-
tion projects, too. Besides the fact that the lights save
energy when in operation, their longer life is a major plus
point that has a positive impact on costs. HOCHTIEF’s
major office locations in Germany and selected CIMIC
locations have been using green power since as far back
as 2010.

Several HOCHTIEF units are working intensively to meet
the 2°C target, among them HOCHTIEF Nederland, em-
ploying a wide array of measures.H

HOCHTIEF stipulates strict criteria for choosing company
cars. In 2017, the CO, emissions of company cars in
Germany averaged 122 grams per kilometer (2016: 124
grams of CO, per kilometer). Increasingly, new models
with low CO, emissions are selected when replacing
company cars. This also improves overall cost-efficiency.

In the reporting year, Flatiron was once again awarded
Platinum-level Green Fleet certification by the Associa-
tion of Equipment Management Professionals for its
low-emissions, fuel-efficient construction site and com-
pany vehicle fleet.
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For seven years now, Turner has regularly analyzed the
workplace situation of its employees in the in-house
Green Zone competition. The Green Zone designation
is awarded to various categories when there have been
measurable processes to improve the health and work-
ing conditions of Turner employees on construction sites
and at office locations. Examples of influencing factors
include recycled paper, connections to public transpor-
tation, the use of biodegradable cleaning supplies, and
automatic lighting controls. In 2017, the competition had
279 entrants, 178 of whom were awarded Green Zone
status.

CO, reductions through sustainable construction
More than 30% of global CO, emissions are caused by
buildings, mainly during their operation and use. This
means that sustainable projects have a key role to play.
Sustainable buildings and infrastructure projects certi-
fied by organizations such as the Infrastructure Sustain-
ability Council of Australia (ISCA), the U.S. Green Build-
ing Council, or the German Sustainable Building Council
(DGNB) are constructed efficiently and in a way that
conserves natural resources, have a smaller carbon foot-
print, and save water. The project life cycle assessments
that HOCHTIEF prepares for green buildings and also
for PPP projects show that these produce lower green-
house gas emissions than comparable, uncertified
buildings. HOCHTIEF actively promotes sustainable
building.

Sustainable building proves effective as early as the
construction process. Resources are conserved, materi-
als are sustainably produced, mostly recycled, or re-
used, regional suppliers are engaged, and a well-coor-
dinated logistics setup ensures that transportation routes
are short and efficient. Supply chains are subject to
stricter controls that also cover social and environmen-
tal aspects. Green buildings produce lower CO, emis-
sions and use less energy and water in the subsequent
operating phase.

In the case of infrastructure projects, there are also
more and more public-sector clients who attach great
importance to sustainable models and approaches
that are often aligned with certifications. The public purse

benefits from monetary savings. Here, too, construc-
tion companies have a major influence on low-impact
construction methods, but operations and maintenance
work can also be carried out more efficiently. For in-
stance, LED lights are finding increasing use in tunnel
lighting.

We aim to further expand our portfolio of sustainable
projects in the long term. Capable employees trained to
supervise the certification process enable us to achieve
this aim. A total of 196 accredited auditors were em-

ployed across the HOCHTIEF Group in 2017.

Sales through green building

HOCHTIEF handled projects worth some EUR 7.6 bil-
lion in the green building and green infrastructure seg-
ments in 2017 (2016: EUR 7.1 billion).

Our North American company Turner leads the U.S.
market in green building and generated sales of around
EUR 4.7 billion in this segment in 2017 (2016: EUR 4.3
billion).

In Australia, our company CPB Contractors is the
leader in sustainable infrastructure. Sales in this seg-
ment reached some EUR 1.7 billion in the reporting
year (2016: EUR 1.2 billion).

Number of green buildings of HOCHTIEF

Turner

GREEN

Focus area indicator
Sustainable Products
and Services

Aspect: Green Building
Number of accredited
auditors

See GRI index.

Focus area indicator
Sustainable Products
and Services

Aspect: Green Building
Number of certified projects
See GRI index.

Buildings” 2014 2015 2016 2017
HOCHTIEF Americas? 410 522 546 605
HOCHTIEF Asia Pacific® 50 57 63 65
HOCHTIEF Europe® 35 42 55 79
HOCHTIEF Group 495 621 664 749

"Cumulative number of certified (since 2000) “green” buildings constructed by HOCHTIEF by the year-end

2LEED, other
3Green Star, LEED, other
4DGNB, LEED, BREEAM, other; including precertifications

Number of green infrastructure projects of HOCHTIEF

Infrastructure projects” 2014 2015 2016 2017
HOCHTIEF Americas? 1 1 1 1
HOCHTIEF Asia Pacific® 6 12 169 19
HOCHTIEF Europe® 3 7 7 7
HOCHTIEF Group 10 20 249 27

"Cumulative number of certified and registered (since 2013) “green” infrastructure projects constructed by

HOCHTIEF by the year-end
2Greenroads

3ISCA, Greenroads
“restated

SICEEQUAL
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CR Program

In our CR program, we present the aspects and objects that we link with our six sustainability focus areas. For each focus area, we have
derived an overarching objective, specified subject areas on significant issues in progress, and adopted long-term goals and measures. We
have updated our CR program as part of the onward development of our reporting.

Sustainable corporate responsibility and CR management

Subject area Goals by 2030

Status as of December 31, 2017

Sustainability evaluation e Full integration of CR into financial

reporting

o Installation of sustainability control
and management system

e 46 users of SoFi sustainability software Group-wide (2016: 30 users)

* Material, energy, and water consumption data collated via HOCHTIEF
Europe project control system (from Q1 2018)

Green building capabilities * Become established as leading

provider of green building solutions

¢ Active interconnection of in-house and external partners for development
of green infrastructure

¢ Publication of Really Green Construction brochure (September 2017)

/ : ; \ Focus Area: Compliance

v w Overarching objective: We aim to set standards.

Subject area Goals by 2030

Status as of December 31, 2017

Anti-corruption ® Ensure compliance training for all

employees

® Group-wide training for 27,172 employees (2016: 16,745)

Antitrust law e Security in dealing with competitors

e Targeted antitrust law training rolled out at HOCHTIEF Europe

Focus Area: Attractive working environment

@

Overarching objective: We aim to further strengthen our position as a sought-after employer and, over the long term, make a
name for ourselves among the most attractive employers in the industry.

Subject area

Goals by 2030

Status as of December 31, 2017

Occupational safety and
health

® Reduce lost time injury frequency rate
(LTIFR) Group-wide to 0.9

e LTIFR: 1.23 (2016: 1.32)

Further training * Maintain average number of further
training hours per employee (2015

comparative figure: 13 hours)

o Further training hours per employee: 24 (2016: 12)

Recruitment ¢ Meet Group-wide requirements for

skilled labor

® 69 young engineers recruited in Germany (2016: >70)
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A .
O‘O Focus Area: Procurement

-O-- Overarching objective: As a partner to subcontractors, we aim to redouble our efforts to ensure fair, transparent procure-
asanes ment processes and further step up purchases of sustainable products and materials.
Subject area Goals by 2030 Status as of December 31, 2017
Prequalification e Subcontractor CR performance e Pilot project launched for evaluation with EcoVadis at HOCHTIEF Europe
defined as metric and established as
selection criterion in prequalification
Evaluation e Increased number of subcontractor, e Evaluations at HOCHTIEF Europe: 735 (2016: 500); this includes corrective
supplier, and business partner evalu- action plans
ations and implementation of correc-
tive action plans
Focus Area: Sustainable products and services
Overarching objective: We aim to develop sustainable products and services for transportation infrastructure, energy infrastruc-
ture, social and urban infrastructure, and mining. For this reason, we take an integrated approach to our projects and ensure top
quality from end to end.
Subject area Goals by 2030 Status as of December 31, 2017
Green building und green e Group-wide expansion of sustainable e Cumulative figures as of Dec. 31, 2017:
infrastructure project portfolio Certified green buildings (LEED, DGNB, Green Star, BREEAM, other
certificates): 749 (2016: 664)
Certified and registered green infrastructure projects (ISCA, CEEQUAL,
Greenroads): 27 (2016: 25)
® Accredited auditors in HOCHTIEF Group (Dec. 31, 2017): 1,396 (LEED:
1,290, DGNB: 3, Green Star: 15, ISCA: 35, other: 53)
Innovation e BIM used in all large-scale projects e Current innovation focus; BIM projects delivered in HOCHTIEF Group as of

Dec. 31, 2017: 2,025 (2016: 1,562)

¢ BIM training 2017: 819 employees trained (2016: 390)

Group Report 2017 153

Non-financial Group Report



Non-financial Group Report

Focus Area: Active climate and resource protection
Overarching objective: We aim to conserve natural resources and enhance resource protection. We work actively to save CO,
emissions ourselves and jointly with our clients and business partners.

Subject area Goals by 2030 Status as of December 31, 2017
Climate protection, water, * Reduction targets/target quotas de- ¢ Data quality improved thanks to increased use of SoFi with 46 users
biodiversity fined relative to a base year (by 2020)
* CDP A rating in Climate Change e CDP rating—Climate Change Disclosure program: B (2016: B, DACH region
Disclosure Sector Leader Industrials)

e Participation in CDP Water Disclosure program

Waste * Recycling rate constantly =285% ¢ Recycling rate: 90.6% (2016: 74.3%)

Focus Area: Corporate citizenship
‘ ' Overarching objective: We aim to get involved in the community wherever our company is at work or can offer added value by
virtue of its capabilities.

Subject area Goals by 2030 Status as of December 31, 2017
Supporting local communi- e Continued Group commitment to e 3 projects (2 in Nicaragua, 1 in Rwanda) involving all HOCHTIEF divisions
ties Bridges to Prosperity NGO (2016: 3 projects)

e Continued commitment to Architects e Support for implementation of Hex House in Hamburg
for Society NGO’s Hex House project
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Other/future topics (selection)

Topic

Goal

Integration of CR

® CR/sustainability training provided for all employees

Employee satisfaction

* Average duration of service maintained (comparative 2014 figure: 5.4 years)

Diversity

e abor market potential enhanced through workforce diversity

Life cycle management

® Expansion of circular economy products and services in capability range

Connecting on climate protection

e Creating climate-friendly processes across industry
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Our work on large-scale projects makes extensive use of materials and services. This is why efficient procurement
with clearly defined processes and quality standards is instrumental. Furthermore, the multifaceted demands on
procurement also encompass dedicated solutions for our clients, as is the case with the Prague State Opera.
Here, our renovating of the historic spaces, including restoration work on the ceiling paintings, calls for expert
craftsmanship.

Prag ue State Ope F Q= HOCHTIEF CZ takes a leading role in the overall

refurbishment of the Neo-Renaissance-style Prague State Opera.

Focus area: Procurement
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Consolidated Statement of Earnings

(EUR thousand) Note 2017 2016
Sales 2) 22,630,950 19,908,328
Changes in inventories (63,552) (93,030)
Other operating income ©) 171,439 372,477
Materials (4) (16,229,440) (14,778,229)
Personnel costs 5) (4,119,809) (3,285,214)
Depreciation and amortization 6) (895,621) (287,721)
Other operating expenses (7) (1,239,080) (1,208,075)
Profit from operating activities 764,887 628,536
Share of profits and losses of equity-method associates and joint
ventures (8) 115,215 75,117
Net income from other participating interests (8) 61,338 39,803
Investment and interest income (©)] 87,091 87,415
Investment and interest expenses (©)] (204,912) (210,160)
Profit before tax 823,619 620,711
Income taxes (10) (241,132) (187,217)
Profit after tax 582,487 433,494
Thereof: Attributable to non-controlling interest (11) [161,751] [113,011]
Thereof: Attributable to HOCHTIEF shareholders (net profit) [420,736] [320,483]
Earnings per share (EUR)
Diluted and basic earnings per share (83) 6.55 4.98
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December 31, 2016. Please
see Note 1 for explanatory
notes on the adjustment.
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Consolidated Statement of
Comprehensive Income

2017 2016
(thousand EUR) Note (25) (restated)”
Profit after tax 582,487 433,494
Items that may be reclassified subsequently to profit or loss
Currency translation differences (383,501) 96,990
Changes in fair value of financial instruments
Primary (19,259) (17,800)
Derivative 6,057 (895)
Share of other comprehensive income of equity-method associates and joint ventures (8,714) (16,174)
Items that will not be reclassified to profit or loss
Remeasurement of defined benefit plans 39,947 (59,103)
Other comprehensive income (after tax) (365,470) 3,018
Total comprehensive income after tax 217,017 436,512
Of which: Non-controlling interest [71,091] [115,646]
Of which: HOCHTIEF Group [145,926] [320,866]




Consolidated Balance Sheet

Dec. 31,2017 Dec. 31, 2016
(EUR thousand) Note (restated)”
Assets
Non-current assets
Intangible assets (12) 1,191,858 1,322,259
Property, plant and equipment (13) 959,854 1,177,551
Investment properties (14) 9,488 12,007
Equity-method investments (15) 577,171 704,897
Other financial assets (16) 73,528 71,562
Financial receivables (17) 835,518 818,579
Other receivables and other assets (18) 153,785 180,741
Non-current income tax assets (19) 3,328 19,695
Deferred tax assets (20) 165,754 304,384
3,960,284 4,611,675
Current assets
Inventories (21) 424,942 559,168
Financial receivables (17) 144,183 55,985
Trade receivables (22) 4,818,231 5,025,260
Other receivables and other assets (18) 411,936 450,297
Current income tax assets (19 44,516 31,152
Marketable securities (23) 428,759 463,424
Cash and cash equivalents (24) 3,094,924 2,847,426
Assets held for sale (1) 20,983 32,719
9,388,474 9,465,431
13,348,758 14,077,106
Liabilities and Shareholders’ Equity
Shareholders’ equity (25)
Attributable to the Group
Subscribed capital 164,608 164,608
Capital reserve 818,177 817,427
Retained earnings 844,150 645,960
Of which: Deduction for treasury stock [3,252] [3,829]
Accumulated other comprehensive income (256,155) 18,655
Distributable profit 217,334 167,180
1,788,114 1,813,830
Non-controlling interest 745,988 757,279
2,534,102 2,571,109
Non-current liabilities
Provisions for pensions and similar obligations (27) 367,751 440,246
Other provisions (28) 348,751 423,256
Financial liabilities (29) 2,183,235 1,633,321
Other liabilities (30) 30,333 36,841
Deferred tax liabilities (20) 32,848 34,917
2,962,918 2,568,581
Current liabilities
Other provisions (28) 728,590 821,603
Financial liabilities (29) 235,561 1,046,934
Trade payables (81) 6,366,009 6,509,474
Other liabilities (30) 498,332 555,341
Current income tax liabilities (82) 23,246 4,064
7,851,738 8,937,416
13,348,758 14,077,106

*Adjusted due to finalization of
the purchase price allocation
from the UGL acquisition as of
December 31, 2016. Please
see Note 1 for explanatory
notes on the adjustment.
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Consolidated Statement of Cash Flows

(EUR thousand) Note (37) 2017 2016
Profit after tax 582,487 433,494
Depreciation, amortization, impairments, and impairment reversals 369,441 286,540
Changes in provisions (33,518) (81,797)
Changes in deferred taxes 119,235 83,054
Gains/(losses) from disposals of non-current assets and marketable securities (80,070) (6,766)
Other non-cash income and expenses (primarily equity accounting) and deconsolidations 29,138 66,152
Changes in working capital (net current assets) 333,163 384,812
Changes in other balance sheet items 2,224 7,902
Cash flow from operating activities 1,372,090 1,173,391
Intangible assets, property, plant and equipment, and investment properties

Purchases (857,373) (272,575)

Proceeds from asset disposals 105,583 85,327
Acquisitions and participating interests

Purchases (65,540) (260,965)

Proceeds from asset disposals/divestments 69,122 172,900

Income tax payments in connection with divestments (89,878) (21,546)
Changes in cash and cash equivalents due to changes in the scope of consolidation - 163,986
Changes in marketable securities and financial receivables (104,343) 66,701
Cash flow from investing activities (392,429) (66,172)
Payment for repurchase of treasury stock - (79,656)
Payments received from sale of treasury stock 1,326 1,284
Payments for repurchase of treasury stock at CIMIC - (286,731)
Payments for the purchase of additional shares in subsidiaries (19,804) (276,598)
Payments from equity to non-controlling interests - (1,162)
Payments into equity from non-controlling interests 13,564 -
Other financing activities (18,798) (12,644)
Dividends to HOCHTIEF’s and non-controlling interests (260,852) (225,375)
Proceeds from new borrowing 1,926,387 681,803
Debt repayment (2,107,217) (936,495)
Cash flow from financing activities (465,394) (1,135,574)
Net change in cash and cash equivalents 514,267 (28,355)
Effect of exchange rate changes (266,769) 67,074
Overall change in cash and cash equivalents 247,498 38,719
Cash and cash equivalents at the start of the year 2,847,426 2,808,707
Cash and cash equivalents at year-end 3,094,924 2,847,426




Consolidated Statement of Changes in Equity

Note 25 Sub- Capital Retained  Accumulated other comprehensive income Distrib- Attribut- Attribut- Total
scribed  reserve of earnings utable able to able to
capital of HOCHTIEF Remeasure- Currency Changes profit HOCHTIEF non-
HOCHTIEF  Aktienge- ment of de- translation in fair value sharehold-  controlling
Aktienge- sellschaft* fined benefit  differences of financial ers interest
(EUR thousand) sellschaft* plans instruments
Balance as of Jan.
1,2016 177,432 804,163 1,005,415 (287,527) 286,791 19,008 138,619 2,143,901 1,002,847 3,146,748
Dividends paid - - - - - - (128,473)  (128,473) (88,409)  (216,882)
Profit after tax - - - - - - 320,483 320,483 113,011 433,494
Currency trans-
lation differences
and changes in
fair value of finan-
cial instruments*™* - - - - 84,269 (24,783) - 59,486 2,635 62,121
Changes from
remeasurement
of defined benefit
plans - - - (69,103) - - - (69,103) - (59,103)
Total comprehen-
sive income - - - (59,103) 84,269 (24,783) 320,483 320,866 115,646 436,512
Transfer to retained
eamnings - - 163,449 - - - (163,449) - - -
Other changes
not recognized in
the Statement of
Earnings™/** (12,824) 13,264  (522,904) - - - - (522,464)  (272,805)  (795,269)
Balance as of
Dec. 31,2016/
Jan. 1, 2017*** 164,608 817,427 645,960 (346,630) 371,060 (5,775) 167,180 1,813,830 757,279 2,571,109
Dividends paid - - - - - - (167,044)  (167,044) (93,808)  (260,852)
Profit after tax - - - - - - 420,736 420,736 161,751 582,487
Currency trans-
lation differences
and changes in
fair value of finan-
cial instruments - - - - (291,762) (22,995) - (314,757) (90,660)  (405,417)
Changes from
remeasurement
of defined benefit
plans - - - 39,947 - - - 39,947 - 39,947
Total comprehen-
sive income - - - 39,947 (291,762) (22,995) 420,736 145,926 71,091 217,017
Transfer to retained
earnings = = 203,538 - - - (203,538) - - -
Other changes
not recognized in
the Statement of
Earnings - 750 (5,348) - - - - (4,598) 11,426 6,828
Balance as of
Dec. 31,2017 164,608 818,177 844,150 (306,683) 79,298 (28,770) 217,334 1,788,114 745,988 2,534,102

5,009,434 shares of treasury stock were retired in 2016. This reduced the subscribed capital of HOCHTIEF Aktiengesellschaft by EUR 12,824 thousand;
HOCHTIEF Aktiengesellschaft’s capital reserve increased correspondingly by EUR 12,824 thousand.

Other changes not recognized in the Statement of Earnings during 2016 include minus EUR 398,662 thousand for acquisitions by CIMIC, minus EUR 286,731 thous-

and for the purchase of treasury stock by CIMIC and minus EUR 79,656 thousand for the purchase of treasury stock by HOCHTIEF Aktiengesellschaft.
*** Adjusted due to finalization of the purchase price allocation from the UGL acquisition as of December 31, 2016. Please see Note 1 for explanatory notes on the adjustment.

Group Report 2017 163

Consolidated Financial Statements

and Notes



Consolidated Financial Statements

and Notes

164 Group Report 2017

Notes to the consolidated financial
statements

1. Accounting policies

General information

The Consolidated Financial Statements are prepared in accordance with International Financial Reporting Standards
(IFRS) as adopted by the EU and with supplementary provisions of German commercial law applicable under Sec-
tion 315¢ (1) of the German Commercial Code (HGB). There have been no changes to the accounting policies
during the reporting year.

Alongside the Consolidated Statement of Earnings, the Consolidated Statement of Comprehensive Income, the
Consolidated Balance Sheet, and the Consolidated Statement of Cash Flows, the Consolidated Financial State-
ments also include a Consolidated Statement of Changes in Equity. Segment reporting is provided in these Notes.

For purposes of understandability, various items are combined in the Balance Sheet and in the Statement of Earn-
ings. These items are broken down into their constituents and commented on elsewhere in these Notes. The
Statement of Earnings is presented using the nature of expense method.

The Consolidated Financial Statements are presented in euros.

As an independent listed group, HOCHTIEF Aktiengesellschaft, Essen, Germany, Court of Registration: Essen
District Court, HRB 279, publishes its own consolidated financial statements, which are also included in the con-
solidated financial statements of ACS Actividades de Construccion y Servicios, S.A., Madrid, Spain (ACS). The
consolidated financial statements of HOCHTIEF Aktiengesellschaft are published in the Bundesanzeiger (Federal
Official Gazette) and the consolidated financial statements of ACS in the register of the Comisién Nacional del
Mercado de Valores.

The Consolidated Financial Statements relate to the year 2017, comprising the reporting period from January 1 to
December 31, 2017.

The Executive Board of HOCHTIEF Aktiengesellschaft released the financial statements for publication on Febru-
ary 20, 2018. They will be approved at the Supervisory Board meeting on February 21, 2018.

Scope of consolidation

The Consolidated Financial Statements generally include HOCHTIEF Aktiengesellschaft as well as all German and
foreign subsidiaries that are controlled directly or indirectly. This generally goes hand in hand with a majority share-
holding. Ten companies are fully consolidated by virtue of contractual arrangements. Associates and joint ventures
are accounted for using the equity method. Companies in which HOCHTIEF Aktiengesellschaft holds a majority of
voting rights but over which it exercises joint control by contractual arrangement with other parties are likewise ac-
counted for using the equity method unless classified as joint operations.

Holdings in subsidiaries or associated companies or joint ventures deemed to be of minor overall significance from
a Group perspective are not consolidated and are accounted for in accordance with IAS 39.

A number of the subsidiaries included in the Consolidated Financial Statements make partial use of the exempting
provisions in either Section 264 (3) or Section 264b of the German Commercial Code. A list of the companies that
make use of these exemptions is included in Note 44.



The Consolidated Financial Statements as of and for the year ended December 31, 2017 include HOCHTIEF Aktien-
gesellschaft and a total of 51 German and 401 foreign consolidated companies as well as four special-purpose
investment funds (Spezialfonds). The number of consolidated companies decreased by 33 compared with the pre-
vious year. The number of special-purpose investment funds stayed the same. A total of one German and 27 foreign
companies were consolidated for the first time in the reporting year. The additions were in the HOCHTIEF Americas
division (16), the HOCHTIEF Asia Pacific division (11), and the HOCHTIEF Europe division (1). A total of five German
and 56 foreign companies were removed from the consolidated group. The companies removed from the consoli-
dated group related to the HOCHTIEF Americas division (34), the HOCHTIEF Asia Pacific division (16), and the HOCHTIEF
Europe division (11). An entity is generally added to or removed from the consolidated group at the time the equity
stake in the entity is acquired or disposed of.

Thirty-two affiliated companies of minor overall significance to the Group’s financial position and results of opera-
tions were not consolidated. Their combined sales represented less than 1% of consolidated sales.

Eighteen domestic and 134 foreign associates were accounted for using the equity method. This number declined
by a total of 20 companies, with 14 companies added and 34 removed. The additions were in the HOCHTIEF
Americas division (7), the HOCHTIEF Europe division (4), and the HOCHTIEF Europe division (3). The removals re-
lated to the HOCHTIEF Asia Pacific division and the HOCHTIEF Americas divisions (17 each). Due to their minor
overall significance, a further eleven companies were not accounted for using the equity method.

A total of 67 joint operations from the HOCHTIEF Asia Pacific division are included in the Consolidated Financial
Statements in relation to the interest in these joint operations. In the reporting year, eleven entities were added and
seven removed.

Acquisition—UGL Limited

On October 10, 2016, the CIMIC Group, through its subsidiary CIMIC Group Investments No. 2 Pty Limited (CGI2),
acquired 13.84% of the issued shares in the Australian services company UGL Limited (UGL) and announced in a
takeover offer its intention to acquire the shares in UGL that it did not already own at a price of AUD 3.15 per share.
CIMIC’s holding was increased to over 50% and UGL consolidated effective November 24, 2016. The holding was
subsequently further increased and the acquisition completed on January 20, 2017, with CIMIC thus obtaining
100% ownership.

The Group’s 2016 consolidated financial statements included provisional fair values for assets and liabilities acquired
in the business combination. Purchase price allocation was completed in the second quarter of 2017. Relative to
December 31, 2016, the acquisition date fair value of trade payables increased by EUR 41.1 million, while deferred
tax assets rose by EUR 12.3 million. Goodwill increased by EUR 14.4 million and equity decreased by EUR 14.4
million.
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Consolidation policies

The financial statements of German and foreign companies included in the Consolidated Financial Statements are
prepared in accordance with uniform Group accounting principles. All business combinations are accounted for
using the acquisition method. Business combinations are measured at the acquisition date by allocating the con-
sideration given to the acquired subsidiary’s net assets measured at fair value. Transaction costs arising in con-
nection with such acquisitions are recognized directly as expense. All assets, liabilities, and contingent liabilities of
an acquired subsidiary that satisfy the recognition criteria are measured at full fair value regardless of any non-con-
trolling interest. In accordance with the optional treatment under IFRS 3, non-controlling interest is measured at the
acquisition date at either fair value or the present ownership instruments’ proportionate share in the recognized
amounts of the acquiree’s net identifiable assets. Intangible assets are recognized separately from goodwill if they
are separable from the reporting entity or arise from contractual or other legal rights. Any remaining positive differ-
ence is recognized as goodwill. Goodwill is not subjected to scheduled amortization, but is tested instead for im-
pairment in accordance with IAS 36 on an annual basis and whenever there are indications that the value may be
impaired. A remaining negative difference arising from the initial measurement is recognized in profit and loss. On
divestment, a pro rata share of the divesting division’s goodwill is taken into account when measuring disposal
proceeds.

Income, expenses, receivables, and liabilities between consolidated companies are eliminated. Unrealized inter-
company profits and losses are eliminated unless they are of minor significance. Any impairment losses recog-
nized for consolidated companies that are included in the consolidated financial statements are reversed.

The same policies apply to equity-method investments. These include the Group’s associates and joint ventures.
Any goodwill is part of the carrying amount of an investment. Like other goodwill, goodwill on equity-method invest-
ments is not subject to scheduled amortization. Reductions in carrying amount due to impairment are included in
the share of profits and losses of equity-method associates and joint ventures. The financial statements of all equity-
method investments are prepared in accordance with uniform Group accounting policies.

Non-current assets held for sale

In view of the intention to sell, mining assets of PT Thiess Contractors Indonesia (HOCHTIEF Asia Pacific division)
are accounted for in accordance with IFRS 5 as assets held for sale. Accordingly, the assets are classified presented
separately in the balance sheet. The table below shows the major classes of assets held for sale.

(EUR thousand) Dec. 31,2017  Dec. 31, 2016
Property, plant and equipment 20,431 30,230
Inventories 552 2,489
Total assets 20,983 32,719




Consolidated Financial Statements and Notes: Notes to the consolidated financial statements

Currency translation
For currency translation purposes, the following exchange rates have been used for the main Group companies
outside the euro area:

Annual average Daily average at
reporting date
(All rates in EUR) 2017 2016 2017 2016
1 U.S. dollar (USD) 0.88 0.91 0.83 0.95
1 Australian dollar (AUD) 0.68 0.67 0.65 0.69
1 British pound (GBP) 1.14 1.22 1.13 1.17
100 Polish ztoty (PLN) 23.57 22.86 23.94 22.67
100 Qatari riyal (QAR) 23.88 24.88 22.73 25.99
100 Czech koruna (CZK) 3.80 3.70 3.92 3.70
100 Chilean pesos (CLP) 0.14 0.14 0.14 0.14

In their separate financial statements, Group companies disclose transactions denominated in foreign currency using
the average exchange rate on the day of recording the transaction. Exchange gains or losses up to the reporting
date on the measurement of foreign currency-denominated monetary assets or liabilities are included in other op-
erating income or other operating expenses at the average exchange rate on the reporting date. Currency translation
differences relating to a net investment in a foreign company are accounted for in accumulated other comprehensive
income until the company is sold. This includes foreign currency receivables from fully consolidated Group compa-
nies for which settlement is neither planned nor likely to occur in the foreseeable future and which therefore resemble
equity.

Financial statements of foreign companies are translated by applying the functional currency approach. As all com-
panies outside the euro zone operate autonomously in their own national currencies, their balance sheet items are
translated into euros using the average exchange rate prevailing on the reporting date in accordance with official
requirements. The same method is used to translate the shareholders’ equity of equity-method foreign associates
following equity-method adjustment. Differences from the previous year’s translated amount are recognized in
other comprehensive income and are reversed to income or expense on sale of the equity interest. Goodwill of
commercially independent foreign Group entities is translated at the exchange rate prevailing on the reporting date.
Income and expense items are translated into euros using the annual average exchange rate.
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Accounting policies

Intangible assets are reported at amortized cost. All intangible assets have a finite useful life with the exception
of company names recognized as assets on initial consolidation and of goodwill. Intangible assets include conces-
sions and other licenses with useful lives of up to 30 years. These are amortized according to the pattern of con-
sumption of economic benefits. They also include future earnings from additions to the order backlog arising from
business acquisitions; these are amortized over the period in which the corresponding work is billed. Intangible
assets further encompass software for commercial and engineering applications, which is amortized on a straight-
line basis over three to five years, and entitlements to various financing arrangements with banks amortized over a
maximum of seven years in accordance with the term of the arrangement. Estimated useful lives and depreciation
methods are reviewed annually.

Company names and goodwill are not subject to scheduled amortization. They are tested instead for impairment
in accordance with IAS 36 on an annual basis and whenever there are indications that they may be impaired. The
company names recognized in the HOCHTIEF Americas and HOCHTIEF Asia Pacific divisions were classified as
intangible assets with an indefinite useful life as they do not have a product life cycle and are not subject to techni-
cal, technological, or commercial depletion or any other restriction.

Capitalized development costs are reported in intangible assets and amortized on a straight-line basis over five
years.

Property, plant and equipment is stated at its cost less accumulated depreciation. Only amounts directly attribut-
able to an item of property, plant or equipment are included in its cost. Borrowing costs are included in cost in the
case of qualifying assets. Property, plant and equipment is normally depreciated on a straight-line basis, except in
the contract mining business, where depreciation is mostly recognized on an activity basis.

Items of property, plant, machinery, and equipment typically encountered in the HOCHTIEF Group are depreciated
on a straight-line basis over the following Group-wide uniform useful lives:

No. of years
Buildings and investment properties 20-50
Technical equipment and machinery; transportation equipment 3-10
Other equipment and office equipment 3-8

Estimated useful lives and depreciation methods are reviewed annually.

Items of property, plant and equipment classified as finance leases are recognized at fair value or the present value
of the minimum lease payments, whichever is lower, and are depreciated on a straight-line basis over their estimated
useful lives or over a shorter contract term if applicable.



Consolidated Financial Statements and Notes: Notes to the consolidated financial statements

Investment properties are stated at cost less accumulated depreciation. Transaction costs are included on initial
measurement. The fair values of investment properties are disclosed in the Notes. The fair values are measured
using internationally accepted valuation methods, such as taking comparable properties as a guide to current market
prices or by applying the discounted cash flow method. As with property, plant and equipment, investment prop-
erties are normally depreciated using the straight-line method.

Impairment losses are recognized for intangible assets (including goodwill), property, plant and equipment, or
investment properties if their recoverable amount falls below their carrying amount. The recoverable amount of an
asset or cash-generating unit is defined as fair value less cost of disposal or value in use, whichever is higher. Impair-
ment testing may require assets and, in some cases, liabilities to be grouped into cash-generating units. For good-
will, impairment testing is performed on cash-generating units corresponding to the HOCHTIEF divisions that feature
in segmental reporting. For any asset that is part of an independent cash-generating unit, impairment is determined
with reference to the recoverable amount of the unit. If the recoverable amount of a cash-generating unit falls below
its carrying amount, the resulting impairment loss is allocated first to any goodwill belonging to the unit and then to
the unit’s other assets, normally pro rata on the basis of the carrying amount of each asset. Except in the case of
goodwill, impairment charges are reversed (up to a maximum of amortized cost) when the impairment ceases to
exist.

A joint arrangement is an arrangement in which two or more parties have joint control. The parties to a joint arrange-
ment classify it as a joint operation or a joint venture depending on their respective rights and obligations. In a joint
operation, the parties have direct rights to the assets and direct obligations for the liabilities relating to the arrange-
ment. Each party recognizes assets, liabilities, revenues, and expenses, in relation to its interests in a joint operation,
relative to the HOCHTIEF Group’s rights and obligations. In a joint venture, where the parties have rights to the net
assets arising from the arrangement, the parties each account for their interests in the joint venture using the equity
method.

Equity-method investments are stated at cost, comprising the acquired equity interest in an associate or joint
venture plus any goodwill. The carrying amount is increased or decreased annually to recognize the Group’s share
of after-tax profits or losses, any dividends, and other changes in equity. The full carrying amount is tested for im-
pairment in accordance with IAS 36 whenever there are indications that it may be impaired. If the recoverable amount
of an equity-method investment is less than its carrying amount, an impairment loss is recognized for the difference.
Any subsequent reversal of an impairment loss is recognized in profit or loss.
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All other financial assets, comprising interests in non-consolidated subsidiaries, other participating interests,
and non-current securities, are classed as available for sale and are measured at fair value where a fair value can
be reliably estimated. In the case of publicly listed financial assets, fair value is determined as the market price. If
there is no active market, fair value is calculated using the most recent market transactions or a valuation method
such as the discounted cash flow method. In cases where fair value cannot be measured reliably, financial assets
are reported at cost (less any impairments). Initial measurement is performed as of the settlement date. Unrealized
gains or losses are accounted for, after adjusting for deferred taxation, in other comprehensive income and are
reversed to income or expense on disposal of the asset. If there is objective evidence of impairment, the carrying
amount of an asset is reduced and the impairment loss recognized as an expense. Such evidence includes a sig-
nificant or prolonged decline in fair value below cost.

Long-term loans are stated at amortized cost. Loans yielding interest at normal market rates are reported at face
value, and non-interest-bearing and low-interest-bearing loans are discounted to present value. Discounting is always
done using a risk-adjusted discount rate.

Receivables and other assets are measured at amortized cost using the effective interest rate method (account-

ing for factors such as premiums and discounts). An impairment loss is recognized if there is any objective material

evidence that a financial asset may be impaired. Objective evidence for impairment includes, for example, down-

grading of a debtor’s credit rating and related interruptions in payment or potential insolvency. Impairment losses

are recognized according to actual credit risk. “Receivables” comprise financial receivables, trade receivables, and

other receivables. Sales are shown net of VAT and other taxes and expected reductions such as trade discounts

and rebates. Sales of goods are recognized when:

® The significant risks and rewards of ownership of the goods have been transferred to the buyer

e The HOCHTIEF Group retains neither continuing managerial involvement to the degree usually associated with
ownership nor effective control over the goods sold

® The amount of revenue and the costs incurred or to be incurred in respect of the transaction can be measured
reliably

e |t is probable that the economic benefits associated with the transaction will flow to the HOCHTIEF Group.

Revenue from transactions involving the rendering of services is recognized by reference to the stage of completion.
Revenue under construction contracts is recognized as described in the following.
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Construction contracts are accounted for using the percentage of completion (POC) method. Cumulative work
done to date, including the Group’s share of net profit, is reported under sales on a pro rata basis according to the
percentage completed. The percentage of completion is measured by reference to the stage of completion; that is,
as the ratio of performance delivered up to the end of the reporting period to total contract performance. Construc-
tion contracts are reported in trade receivables and trade payables, as “Gross amount due from/to customers for/
from contract work (POC).” If cumulative work done to date (contract costs plus contract net profit) on contracts in
progress exceeds progress payments received, the difference is recognized as an asset and included in amounts
due from customers for contract work. If the net amount after deduction of progress payments received is negative,
the difference is recognized as a liability and included in amounts due to customers from contract work. Anticipated
losses on specific contracts are accounted for on the basis of the identifiable risks. Construction contracts handled
by construction joint ventures are also accounted for using the POC method. Trade receivables from construction
joint ventures include pro rata entitlements to contract net profit. Anticipated losses are immediately recognized in
full in contract net profit. Contract income on construction contracts undertaken by the Group independently or in
construction joint ventures is recognized in accordance with IAS 11 as the income stipulated in the contract plus
any claims and variation orders. Construction contract receivables are realized within one operating cycle at the
HOCHTIEF Group. In accordance with IAS 1, they are therefore included in current assets even though they are
not expected to be realized in full within twelve months of the balance sheet date.

The POC method is primarily used in the mainstream construction business, construction management, and con-
tract mining.

Deferred taxes arising from temporary differences between the IFRS accounts and tax base of individual Group
companies or as a result of consolidation are recognized as separate assets and liabilities. Deferred tax assets are
also recognized for tax refund entitlements resulting from the anticipated use of existing tax loss carryforwards in
subsequent years provided it is sufficiently certain that they will be realized. Deferred tax assets and liabilities are
offset within each company or tax group. Deferred taxes are measured on the basis of tax rates applying or expected
to apply in each country when they are realized. For domestic operations, as in the prior year, a tax rate of 31.5% is
assumed, taking account of corporate income tax plus the German “solidarity surcharge” and the average rate of
municipal trade tax faced by Group companies. For all other purposes, deferred taxes are measured on the basis
of the tax regulations in force or enacted at the reporting date.

Inventories are initially stated at cost of purchase or production. Production cost includes costs directly related to
the units of production plus an appropriate allocation of materials and production overhead, including production-
related depreciation charges. Borrowing costs for inventories that are qualifying assets are capitalized as part of cost.
Most materials and supplies are measured using first-in-first-out, the rest using weighted average. Inventories are
written down to net realizable value if their recoverable amount is less than their carrying amount at the reporting
date. Should the recoverable amount of inventories subsequently increase, the resulting gain must be recognized.
This is done by reducing materials expense.
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Marketable securities are primarily classed as available for sale and measured at fair value. They mainly com-
prise securities held in special-purpose and investment funds as well as fixed-income securities with a residual
term of more than three months at the time of acquisition and where there is no intention to hold the securities to
maturity. Initial measurement is performed as of the settlement date and includes any transaction costs directly
attributable to the acquisition of the securities. Unrealized gains or losses are reported in other comprehensive
income and are reversed to income or expense on disposal. If there is objective evidence of impairment, the carrying
amount of an asset is reduced and the impairment loss recognized as an expense. Such evidence includes a sig-
nificant or prolonged decline in fair value below cost.

Cash and cash equivalents consist of petty cash, cash balances at banks, and marketable securities with
maturities of no more than three months at the time of acquisition that are subject to insignificant fluctuations in
value only.

Non-current assets held for sale and associated liabilities are measured in accordance with IFRS 5 and
presented separately in the current section of the Consolidated Balance Sheet. To be classed as assets held for
sale, assets must be available for immediate sale and their sale must be highly probable. Assets held for sale can
be individual non-current assets, groups of assets held for sale (disposal groups), or discontinued operations. A
component of an entity is a discontinued operation if it represents a separate major line of business or geographical
area of operations and is part of a single coordinated plan to dispose of a major line of business or geographical
area of operations, or if it is a subsidiary acquired exclusively with a view to resale. Liabilities disposed of with assets
in a single transaction are part of a disposal group or discontinued operation. Non-current assets held for sale
cease to be depreciated or amortized, and are measured at their carrying amount or at fair value less costs to sell,
whichever is lower. Gains or losses arising on the measurement of individual assets held for sale or of disposal
groups are reported in the Statement of Earnings under profit or loss from continuing operations until their ultimate
disposal. Conversely, gains or losses arising on the measurement of discontinued operations at fair value less
costs to sell, profits or losses of discontinued operations, and gains or losses on their disposal are presented sepa-
rately in the Statement of Earnings under profit or loss from discontinued operations.

Share-based payment transactions are measured in accordance with IFRS 2. Stock option plans are accounted
for Group-wide as cash-settled share-based payment transactions. Provisions for obligations under the Long-term
Incentive Plans and Top Executive Retention Plans are recognized in the amount of the expected expense that is
or was spread over the stipulated waiting period. The fair value of stock options is measured using generally accepted
financial models, the value of the plans being determined with the Black/Scholes option pricing model. The specific
problem of valuing the plans in question is solved using binomial tree methods. The computations are performed
by an outside appraiser.
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Provisions for pensions and similar obligations are recognized for current and future benefit payments to
active and former employees and their surviving dependants. The obligations primarily relate to pension benefits,
partly for basic pensions and partly for optional supplementary pensions. Varying from one country to another, the
individual benefit obligations are determined for the most part by length of service and pay scales. The Turner
Group’s obligations to meet healthcare costs for retired staff are likewise included in pension provisions due to their
pension-like nature. Provisions for pensions and similar obligations are computed by the projected unit credit
method. This determines the present value of future entitlements, taking into account current and future benefits
already known at the reporting date plus anticipated future increases in salaries and pensions and, for the Turner
Group, in healthcare costs. The computation is based on actuarial appraisals using biometric accounting princi-
ples. Plan assets as defined in IAS 19 are shown separately as deductions from pension obligations. Plan assets
comprise assets transferred to pension funds to meet pension obligations, shares in investment funds purchased
under deferred compensation arrangements, and qualifying insurance policies in the form of pension liability insur-
ance. If the fair value of plan assets is greater than the present value of employee benefits, the difference is
reported—subject to the limit in IAS 19—under other non-current assets.

Amounts ensuing from the remeasurement of defined benefit plans are recognized directly in equity in the period
during which they arise. The current service cost is reported under personnel costs. The net interest component,
comprising the interest element of the increase in pension obligations less the anticipated returns on plan assets
(each calculated using the discount factor for the pension obligations), is reported in net investment and interest
income.

Tax provisions comprise current tax obligations. Income tax provisions are offset against tax refund entitlements
if they relate to the same tax jurisdiction and are congruent in nature and timing.

Other provisions account for all identifiable obligations as of the reporting date that result from past business
transactions or events but are uncertain in their amount and/or settlement date. Provisions are stated at the esti-
mated settlement amount, i.e. after making allowance for price and cost increases, and are not offset against any
rights to reimbursement. For obligations with a settlement probability exceeding 50%, the amount set aside is
calculated on the basis of the most likely settlement outcome. A provision can only be recognized on the basis of a
legal or constructive obligation toward third parties. Non-current provisions are stated at the present value of the
estimated settlement amount as of the reporting date and reported under non-current liabilities.

Liabilities are reported at amortized cost using the effective interest rate method (accounting for factors such as
premiums and discounts). Finance lease liabilities are initially recognized at fair value at the inception of the
lease or the present value of the minimum lease payments, whichever is lower.
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Derivative financial instruments are measured at fair value regardless of their purpose and reported under other
receivables and other assets or other liabilities. Initial measurement is as of the settlement date. All derivative finan-
cial instruments are measured on the basis of current market rates as of the balance sheet date. The recognition
of changes in fair value depends on the purpose for which a derivative is held. Derivatives are only ever used in the
HOCHTIEF Group for hedging purposes. Hedges are structured for maximum effectiveness. A cash flow hedge is a
hedge of the exposure to variability in cash flows from a hedged item, as with the hedging of variable rate loans to
counter variations in payment amounts due to interest rate changes. Unrealized gains and losses are initially recognized
in equity, taking account of deferred taxes. The portion of the changes in value initially recognized in equity is
reclassified to income or expense as soon as the hedged item is recognized in income or expense. If a hedged planned
transaction subsequently results in recognition of a financial asset or a financial liability, gains or losses recognized
in equity in the meantime are reclassified to income or expense in the period when the financial asset or financial
liability affects income. If a hedged planned transaction subsequently results in recognition of a nonfinancial asset
or liability, gains or losses recognized in equity in the meantime are taken out of equity and subtracted from or added
to the initial cost of the asset or liability. In the cases described, only the portion of changes in value that are deter-
mined to be effective for hedging purposes are recognized in equity. The ineffective portion is recognized directly
as income or expense. In the HOCHTIEF Group, only cash flow hedges are entered into. Derivatives are also used
for economic hedging purposes where no hedge accounting is applied, and as call options. In such cases, changes
in fair value are recognized in income or expense.

Contingencies, commitments, and other obligations are possible or current obligations, based on past trans-
actions, that are unlikely to lead to an outflow of resources. These are disclosed separately and not included in the
Balance Sheet unless assumed in the course of a business combination. The amounts stated for contingent liabilities
reflect the extent of the liability as of the reporting date.

Judgments made by management in applying the accounting policies primarily relate to the following

issues:

® | eases must be assessed to determine whether the substantial risks and rewards of beneficial ownership transfer
to the lessee.

¢ Marketable securities may be grouped in different categories.

e Assets earmarked for sale must be assessed to confirm that they are available for immediate sale and their sale
is highly probable. If the result of this assessment is positive, those assets and any liabilities to be disposed of in
the same transaction must be reported and accounted for as assets held for sale and liabilities associated with
assets held for sale.

e |t is necessary to determine whether revenue, and notably construction revenue is accounted for under IAS 11 or
IAS 18.

The decision made by the HOCHTIEF Group for general application in each instance is set out under Accounting
Policies in these Notes.
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Preparation of the IFRS Consolidated Financial Statements requires Group management to make estimates

and assumptions that affect the reported amount of assets, liabilities, income and expenses, and disclosures of

contingencies, commitments, and other obligations. The main estimates and assumptions relate to the following:

® Assessing projects on a percentage of completion basis, in particular with regard to accounting for change orders,
the timing of profit recognition, and the amount of profit recognized.

¢ Estimating the economic life of intangible assets, property, plant and equipment, and of investment properties.

e Accounting for provisions.

¢ Testing goodwill and other assets for impairment.

e Testing deferred tax assets for impairment.

All estimates and assumptions are based on current circumstances and appraisals. Forward-looking estimates
and assumptions made as of the balance sheet date with a view to future business performance take account of
circumstances prevailing on preparation of the Consolidated Financial Statements and future trends considered
realistic for the global and industry environment. Actual amounts can vary from the estimated amounts due to changes
in the operating environment that are at variance with the assumptions and lie beyond management control. If
such changes occur, the assumptions and, if necessary, the carrying amounts of affected assets and liabilities are
revised accordingly.

Financial reporting standards applied for the first time in 2017

Adoption by the International Accounting Standards Board (IASB) of revised or new IFRS pronouncements has
resulted in changes to accounting policies in those instances where the pronouncements have been adopted by
the EU and their application is mandatory for the reporting period January 1 to December 31, 2017.

These changes relate to the following IFRS:
e Amendments to IAS 7 Statement of Cash Flows: Disclosure Initiative
e Amendments to IAS 12 Income Taxes: Recognition of Deferred Tax Assets for Unrealised Losses

The additional notes disclosures required by the amendments to IAS 7 are provided in an additional table in the
Notes to the Consolidated Statement of Cash Flows. The amendments to IAS 12 did not require any changes in

the HOCHTIEF Consolidated Financial Statements.

For explanatory notes on standards and interpretations that do not have to be applied for 2017, please see Note 38.
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Explanatory Notes to the Consolidated Statement of Earnings

2. Sales

The EUR 22,630,950 thousand (2016: EUR 19,908,328 thousand) sales figure comprises contract sales recognized
under the percentage of completion (POC) method in the mainstream construction business, construction manage-
ment, and contract mining, plus products and services provided to construction joint ventures, and other related
services. Sales recognized under the percentage of completion method came to EUR 18,786,407 thousand (2016:
EUR 16,946,731 thousand). Contract mining sales accounted for EUR 2,138,818 thousand (2016: EUR 1,875,948
thousand). Secondly, the sales figure includes revenues from services such as construction planning, project de-
velopment, logistics, asset management, and insurance and concessions business.

Sales figures provide only an incomplete view of work done during the year. For additional information, work done
by the Group is presented below, including the Group’s share of work done in construction joint ventures.

The Group’s work done by divisions is as follows:

(EUR thousand) 2017 2016
HOCHTIEF Americas 11,630,329 11,122,207
HOCHTIEF Asia Pacific 10,889,222 9,112,779
HOCHTIEF Europe 1,893,944 1,949,649
Corporate 104,921 106,867

24,518,416 22,291,502

3. Other operating income

(EUR thousand) 2017 2016
Income from reversal of provisions 45,921 44,615
Foreign exchange gains 34,348 23,279
Deconsolidation gains and gains from change in the method of consolidation 26,722 126,187
Income from disposal of intangible assets, property, plant and equipment, and investment
properties 12,434 2,260
Income from derecognition of/reversals of impairments on receivables 3,234 54,386
Income from derivatives = 50,579
Sundry other operating income 48,780 71,171
171,439 372,477

Deconsolidation gains and gains from change in the method of consolidation in the reporting year relate to the
HOCHTIEF Europe division. In the prior year, they mainly related to disposals in the HOCHTIEF Asia Pacific division
and the HOCHTIEF Europe division as well as to remeasurement on first-time consolidation of a subsidiary in the
HOCHTIEF Asia Pacific division. The item includes EUR 10,812 thousand (2016: EUR 13,585 thousand) in gains
from remeasurement of retained investments in subsidiaries on loss of control in the reporting year.

The income from derecognition of and reversals of impairments on receivables in the prior year mainly related to
the HOCHTIEF Europe division and the Corporate unit.

The income from derivatives in the prior year mainly related to gains on fair value measurement of a call option on
the remaining 55% of shares in HLG Contracting LLC (“HLG Contracting”).

Sundry other operating income includes income from insurance claims, and other income not accounted for else-
where.
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4. Materials

(EUR thousand) 2017 2016
Raw materials, supplies, and purchased goods 2,122,974 1,816,362
Purchased services 14,106,466 12,961,867
16,229,440 14,778,229

5. Personnel costs
(EUR thousand) 2017 2016
Wages and salaries 3,617,782 2,853,781
Social insurance, pensions, and support 502,027 431,433
4,119,809 3,285,214

Expenditure on pensions totaled EUR 189,130 thousand (2016: EUR 141,011 thousand). This mostly comprises new
entitlements accrued during the year under defined benefit pension plans and payments into defined contribution
pension schemes. Payments to state pension insurance funds are included in social insurance.

Employees (average for the year)

2017 2016
Germany 3,397 3,454
International 50,839 42,585
54,236 46,039

6. Depreciation and amortization
(EUR thousand) 2017 2016
Intangible assets 45,169 36,550
Property, plant and equipment 350,199 250,901
Investment properties 253 270
395,621 287,721

Depreciation and amortization includes EUR 5,407 thousand in impairments in the HOCHTIEF Asia Pacific division

(2016: EUR 6,733 thousand).
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7. Other operating expenses

(EUR thousand) 2017 2016
Rentals and lease rentals 328,770 321,493
Insurance expenses 295,562 297,904
Organization and programming 84,166 79,103
Travel expenses 67,746 53,314
Court costs, attorneys’ and notaries’ fees 60,540 42,278
Technical and business consulting 56,993 70,109
Office supplies 46,274 31,310
Currency losses 34,415 26,116
Other taxes 28,065 9,514
Mail and funds transfer expenses 11,305 11,757
Impairment losses and losses on disposal of current assets (except inventories) 7,939 60,071
Sundry other operating expenses 217,305 205,106

1,239,080 1,208,075

The insurance expenses mainly relate to project risk management in the Turner Group. Insurance coverage of
Turner and other project stakeholders such as suppliers and clients is combined to minimize project execution risks
to Turner and its clients. The insurance expenses are counterbalanced by insurance revenue reported in sales.

Sundry other operating expenses mostly comprise order processing, costs of materials for administrative purposes,
costs of preparing the annual financial statements, losses incurred on disposal of property, plant and equipment,

and other expenses not reported elsewhere.

Including personnel and material expenses, a total of EUR 4,123 thousand was expensed on Group-wide research
and development projects by the central innovation management function in 2017 (2016: EUR 4,451 thousand).
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8. Net income from other participating interests
Net income from other participating interests includes all income and expenses relating to equity-method invest-
ments and participating interests.

Net income from participating interests is made up as follows:

(EUR thousand) 2017 2016
Share of profits and losses of equity-method associates and joint ventures 115,215 75,117
Of which: Impairment [(346)] [
Result from non-consolidated subsidiaries (1,714) 380
Of which: Impairment [(3,725)] [
Result from other participating interests 25,399 6,217
Of which: Impairment & [
Income from the disposal of participating interests 370 5,431
Expenses on disposal of participating interests (11) (125)
Income from long-term loans to participating interests 39,494 35,991
Expenses relating to long-term loans to participating interests (2,200) (8,091)
Net income from other participating interests 61,338 39,803
176,553 114,920

The share of profits and losses of equity-method associates and joint ventures was EUR 4,272 thousand (2016:
minus EUR 1,475 thousand) relating to associates and EUR 110,943 thousand (2016: EUR 76,592 thousand)
relating to joint ventures.

Net income from other participating interests in the reporting year comprises reversals of impairments on partici-
pating interests in the HOCHTIEF Asia Pacific division in the amount of EUR 25,420 thousand (2016: EUR 1,036
thousand).

As in the prior year, net income from other participating interests related in its entirety to the HOCHTIEF Europe
division.

Participating interests measured at cost—less impairments—and disposed of in the reporting year had a carrying
amount of EUR 428 thousand (2016: EUR 1,786 thousand). Disposals resulted in a net gain on sale of EUR 359
thousand in 2017 (2016: net loss of EUR 94 thousand). As of the balance sheet date, there are no other plans to
sell participating interests measured at cost.

The expenses relating to long-term loans to participating interests relate, as in the prior year, to an impairment of a
loan in the HOCHTIEF Europe division.
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9. Net investment and interest income and expense

(EUR thousand) 2017 2016
Interest and similar income 41,763 39,860
Other investment income 45,328 47,555
Investment and interest income 87,091 87,415
Interest and similar expenses (158,166) (161,793)
Interest component of increase in non-current provisions (10,205) (10,755)
Of which: Net interest expense on pension obligations [(9,584)] [(9,852)]
Other investment expenses (36,541) (37,612)
Investment and interest expenses (204,912) (210,160)
(117,821) (122,745)

Interest and similar income consists of interest on cash investments, interest-bearing securities, and other long-term
loans, plus profit shares and dividends from securities. Interest and similar expenses represent all interest incurred.
Net interest income—the balance of interest and similar income and expenses—is minus EUR 116,403 thousand
(2016: minus EUR 121,933 thousand).

Interest income of EUR 41,687 thousand was recorded in 2017 for financial instruments not carried at fair value through
profit or loss (2016: EUR 39,739 thousand). Interest expenses of EUR 158,166 thousand were recorded for financial
instruments not carried at fair value through profit or loss (2016: EUR 161,793 thousand).

Net interest expense from pension obligations—an amount of EUR 9,584 thousand (2016: EUR 9,852 thousand)—
consists of EUR 26,423 thousand (2016: EUR 31,760 thousand) in annual interest on the net present value of long-
term pension obligations rolled over into the new year, offset against EUR 16,839 thousand (2016: EUR 21,908
thousand) in interest income on plan assets.

Investment and interest income and expenses not included in interest and similar income and expenses or in the
interest component of increases in long-term provisions are reported as other investment income and expenses.
These mostly comprise income and expenses relating to sales of securities and to derivatives as well as expenses
relating to impairment losses on securities and on other long-term loans.
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10. Income taxes

(EUR thousand) 2017 2016
Current income taxes 121,897 104,163
Deferred taxes 119,235 83,054

241,132 187,217

Current income taxes include EUR 5,942 thousand net tax expense (2016: EUR 22,521 thousand net tax income)
relating to prior periods.

Tax expense is derived from the theoretical tax expense. The theoretical tax rate applied to profit before tax is
31.5%, as in the prior year.

(EUR thousand) 2017 2016
Profit before tax 823,619 620,711
Theoretical tax expense, at 31.5% 259,440 195,524
Difference between the above and foreign tax rates (21,249) (6,741)
Tax effects on:

Tax-exempt income (11,214) (46,731)

Non-tax-allowable expenditure 35,845 35,666

Equity accounting of associates and joint ventures, including impairment of associates and

joint ventures 3,593 14,827
Unrecognized deferred tax assets for domestic tax loss carryforwards 7,444 25,429
Other (82,727) (80,757)
Effective tax charges 241,132 187,217
Effective rate of tax (percent) 29.3 30.2

The tax-exempt income mostly relates to income from participating interests (2016: gains on disposals of fully con-
solidated companies and of companies accounted for using the equity method).

The “Other” item includes losses from foreign Group companies for which no deferred taxes have been recognized
as well as tax income from prior-year business transactions. This also includes the impact of the December 2017
U.S. tax reform, Public Law No. 115-97 (Tax Cuts and Jobs Act), mainly comprising non-cash measurement adjust-
ments on deferred tax assets and liabilities in the net amount of minus EUR 16,188 thousand. These adjustments
reflect the outcome of lower corporate tax, with the corporate tax rate applicable to HOCHTIEF Americas falling from
35% to 21% as of January 1, 2018. Also, as part of the tax reform, a “Base Erosion and Anti-Abuse Tax” (BEAT)
and a “Global Intangible Low-Taxed Income” (GILTI) were introduced. Pending detailed appraisal of the expected
impacts and any clarifications, HOCHTIEF does not currently expect that BEAT and GILTI will have a significant ef-
fect on our effective tax rate over the long term.

11. Non-controlling interest

The EUR 161,751 thousand (2016: EUR 113,011 thousand) non-controlling interest in consolidated net profit repre-
sents the balance of profits totaling EUR 162,344 thousand (2016: EUR 115,332 thousand) and losses totaling EUR
598 thousand (2016: EUR 2,321 thousand). The profits include EUR 121,871 thousand (2016: EUR 87,983 thousand)

for non-controlling shareholders in the CIMIC Group.
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Explanatory notes to the Consolidated Balance Sheet

12. Intangible assets

The table below shows the composition of and changes in intangible assets on the Consolidated Balance Sheet

for 2017 and the previous year:

Concessions, industrial - Goodwill arising on Total
property and similar consolidation*

rights and assets, and

licenses in such rights
(EUR thousand) and assets
Cost of acquisition or production
Jan. 1, 2017 426,746 1,109,786 1,536,532
Additions or disposals due to changes in the scope of
consolidation (69) (2,719) (2,788)
Additions 17,756 - 17,756
Disposals (2,280) - (2,280)
Reclassifications (487) - (487)
Currency adjustments (29,070) (85,072) (114,142)
Dec. 31, 2017 412,596 1,021,995 1,434,591
Cumulative amortization
Jan. 1, 2017 214,273 - 214,273
Additions or disposals due to changes in the scope of
consolidation 61) - 61)
Additions 45,169 - 45,169
Disposals (636) - (636)
Reclassifications 26 - 26
Currency adjustments (16,038) - (16,038)
Impairment reversals - - -
Dec. 31, 2017 242,733 - 242,733
Carrying amounts as of Dec. 31, 2017 169,863 1,021,995 1,191,858
Cost of acquisition or production
Jan. 1, 2016 351,616 707,171 1,058,787
Additions or disposals due to changes in the scope of
consolidation 59,796 377,738 437,534
Additions 13,249 - 13,249
Disposals (4,833) - (4,833)
Reclassifications (2,428) - (2,428)
Currency adjustments 9,346 24,877 34,223
Dec. 31, 2016 426,746 1,109,786 1,536,532
Cumulative amortization
Jan. 1, 2016 175,603 - 175,603
Additions or disposals due to changes in the scope of
consolidation 4,625 - 4,625
Additions 36,550 - 36,550
Disposals (4,123) - (4,123)
Reclassifications (2,932) - (2,932)
Currency adjustments 4,550 - 4,550
Impairment reversals - - -
Dec. 31, 2016 214,273 - 214,273
Carrying amounts as of Dec. 31, 2016 212,473 1,109,786 1,322,259

As in the prior year, intangible assets are not subject to any restrictions. Development costs in the amount of EUR

250 thousand (2016: EUR 313 thousand) were capitalized in the reporting year.
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Intangible assets include EUR 43,728 thousand (2016: EUR 54,895 thousand) for company names recognized on
initial consolidation, comprising EUR 39,818 thousand (2016: EUR 45,303 thousand) in the HOCHTIEF Americas
division and EUR 3,910 thousand (2016: EUR 9,592 thousand) in the HOCHTIEF Asia Pacific division. The company
names are not subject to systematic amortization, but are tested for impairment annually and if there is any indica-
tion of impairment. Impairment testing is performed in accordance with IAS 36 as described below for goodwiill.
The changes relative to the prior year relate to exchange rate adjustments and to a EUR 5,407 thousand impairment
on the Devine name in the HOCHTIEF Asia Pacific division.

Goodwill recognized for consolidated companies on initial consolidation is allocated to cash-generating units at
segment level for the purposes of impairment testing as described in the following. The cash-generating units
correspond to the divisions used in segment reporting.

Annual impairment testing of goodwill at segment (division) level is performed at HOCHTIEF in the fourth quarter of
each year. For the purpose of impairment testing, the recoverable amount of a division is compared with its carry-
ing amount.

The recoverable amount for the HOCHTIEF Americas and HOCHTIEF Europe cash-generating units is measured
separately for each unit as value in use. Value in use is the present value of future cash flows expected to arise from a
cash-generating unit. It is determined from an internal Group perspective using the discounted cash flow method.
This is applied on the basis of cash flow budgets derived as a rule from the three-year budget for the detailed planning
horizon as approved by the Executive Board and current at the time of impairment testing. The forecasts incorpo-
rate past experience and expected future market developments. Cash flows are assumed to remain constant in
subsequent years. Weighted average cost of capital (WACC) is used for cost of capital figures. Value in use is first
measured on an after-tax basis by discounting the cash flows with an after-tax WACC determined separately for
each cash-generating unit. The pretax discount rate is then found by iteration for the purposes of the Notes disclo-
sures.

The discount rates used for cash-generating units in impairment testing are between 7.91% and 9.31% before tax
(2016: between 9.44% and 9.66%).

The recoverable amount of the HOCHTIEF Asia Pacific cash-generating unit is measured at fair value based on
CIMIC’s stock market valuation.

As in the prior year, comparison of the divisions’ recoverable amounts with their carrying amounts did not reveal
any impairment of goodwiill.

Changes in goodwill by division in 2017 were as follows:

Jan. 1, Currency Consolidation Dec. 31,

(EUR thousand) 2017 adjustments changes 2017
HOCHTIEF Americas 339,950 (41,160) - 298,790
HOCHTIEF Asia Pacific 732,218 (43,912) - 688,306
HOCHTIEF Europe 37,618 - (2,719 34,899
1,109,786 (85,072) (2,719) 1,021,995
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13. Property, plant and equipment

Land, similar Technical Other  Prepayments Total
rights and build- equipmentand equipment and and assets
ings, including machinery, office under con-
puildings on land  transportation equipment struction
owned by third equipment

(EUR thousand) parties
Cost of acquisition or production
Jan. 1, 2017 138,431 2,540,949 268,919 10,959 2,959,258
Additions or disposals due to changes in
the scope of consolidation (5,614) - (49,531) - (55,145)
Additions 2,778 305,456 21,538 9,778 339,550
Disposals (22,184) (450,011) (80,057) 6,119) (508,371)
Reclassifications 240 68,869 467 (955) 68,621
Currency adjustments (4,325) (220,724) (25,017) (731) (250,797)
Dec. 31, 2017 109,326 2,244,539 186,319 12,932 2,553,116
Cumulative amortization
Jan. 1, 2017 68,863 1,655,238 157,606 - 1,781,707
Additions or disposals due to changes in
the scope of consolidation (562) - (15,439) - (16,001)
Additions 8,703 318,412 23,084 - 350,199
Disposals (17,453) (344,635) (25,558) - (387,646)
Reclassifications 159 493 17 - 669
Currency adjustments (1,994) (118,575) (15,092) - (135,661)
Impairment reversals (1) 4) - - 5)
Dec. 31, 2017 57,715 1,410,929 124,618 - 1,593,262
Carrying amounts as of Dec. 31,
2017 51,611 833,610 61,701 12,932 959,854
Cost of acquisition or production
Jan. 1, 2016 117,876 2,464,470 250,502 5,186 2,838,034
Additions or disposals due to changes in
the scope of consolidation 6,294 111,453 (239) - 117,508
Additions 19,594 187,147 44,859 8,715 260,315
Disposals (9,588) (404,385) (31,509) (3,229) (448,711)
Reclassifications 2,016 113,447 (3,905) (34) 111,524
Currency adjustments 2,239 68,817 9,211 321 80,588
Dec. 31, 2016 138,431 2,540,949 268,919 10,959 2,959,258
Cumulative amortization
Jan. 1, 2016 68,296 1,502,685 148,830 2,711 1,722,622
Additions or disposals due to changes in
the scope of consolidation 185 57,574 (213) - 57,546
Additions 6,175 215,293 29,433 - 250,901
Disposals (6,461) (328,586) (24,879) (2,711) (362,637)
Reclassifications (810) 68,193 - - 67,883
Currency adjustments 978 40,081 4,436 - 45,495
Impairment reversals - 2) (1) - [©))
Dec. 31, 2016 68,863 1,555,238 157,606 - 1,781,707
Carrying amounts as of Dec. 31,
2016 69,568 985,711 111,313 10,959 1,177,551
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Property, plant and equipment includes EUR 4,645 thousand (2016: EUR 41,247 thousand) in finance lease assets.
The decrease relative to the prior year primarily relates to the reduction, in their entirety, of finance leases for tech-
nical equipment and machinery at CIMIC.

As in the prior year, no impairment losses were recorded on property, plant and equipment.
Property, plant and equipment in the HOCHTIEF Asia Pacific division in the amount of EUR 51,120 thousand (2016:
EUR 868,458 thousand) is subject to restrictions. The decrease relative to the prior year relates to repayment of a

loan at a CIMIC subsidiary and the associated release of restrictions on property, plant and equipment.

14. Investment properties

(EUR thousand)

Cost of acquisition or production

Jan. 1, 2017 35,636
Additions o7
Disposals (6,463)
Dec. 31, 2017 29,240

Cumulative amortization

Jan. 1, 2017 23,629
Additions 253
Disposals (4,130)
Dec. 31, 2017 19,752
Carrying amounts as of Dec. 31, 2017 9,488

Cost of acquisition or production

Jan. 1, 2016 39,220
Additions 1
Disposals (3,585)
Dec. 31, 2016 35,636

Cumulative amortization

Jan. 1, 2016 25,124
Additions 270
Disposals (1,765)
Dec. 31, 2016 23,629
Carrying amounts as of Dec. 31, 2016 12,007

As in the prior year, there were no impairment losses on investment properties in the reporting year.

The fair values of investment properties came to EUR 10,119 thousand as of December 31, 2017 (2016: EUR 13,518
thousand). These are measured as in the past using internationally accepted valuation techniques, such as taking
comparable properties as a guide to current market prices or by applying the discounted cash flow method. As in
the prior year, EUR 1,435 thousand of the total relates to fair value following independent external appraisals.

Rental income from investment properties in the reporting year totaled EUR 675 thousand (2016: EUR 866 thousand).
Direct operating expenses totaling EUR 829 thousand (2016: EUR 878 thousand) consisted of EUR 202 thousand
(2016: EUR 219 thousand) in expenses for rented and EUR 627 thousand (2016: EUR 659 thousand) in expenses
for unrented investment properties.

As in the prior year, investment properties are not subject to any restrictions.
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15. Equity-method investments

(EUR thousand) Dec. 31,2017 Dec. 31, 2016
Equity-method associates 31,886 57,040
Equity-method joint ventures 545,285 647,857

577,171 704,897

Aggregated information on immaterial associates
The HOCHTIEF Group’s associates are individually immaterial.

The table below shows the carrying amounts and the Group’s share of items of the statement of comprehensive
income in aggregate for individually immaterial equity-method associates:

(EUR thousand) 2017 2016
Carrying amounts 31,886 57,040
Profit before tax 6,318 (1,428)
Income taxes (2,046) 47)
Profit after tax 4,272 (1,475)
Other comprehensive income - (14,288)
Total comprehensive income 4,272 (15,763)

As in the prior year, profit from equity-method associates does not contain any impairment losses and investments
in associates are not subject to any restrictions.

Material joint ventures

HLG Contracting’s new shareholder structure as of November 30, 2016 marks an important step toward reaching
its long-term strategic objectives in the region. This will allow HLG Contracting to continue to deliver leading projects
for clients. A strategic review of the business is ongoing.

HLG Contracting continues to be accounted for by using the equity method. A call option to purchase the remaining
55% shareholding in HLG Contracting is still in place. This option has no current impact on the control of the com-
pany. The option is a derivative as defined by IAS 39 and is carried at fair value with any gain and loss recognized
in profit or loss in the period. The fair value of the call option was unaltered at USD 54 million as of December 31,
2017, corresponding to EUR 45.1 million (2016: EUR 51.4 million).

HLG Contracting negotiated a syndicated four-year credit facility during the reporting period to refinance existing
credit facilities.



Consolidated Financial Statements and Notes: Notes to the Consolidated Financial Statements

The following tables show the Group’s share of items in the balance sheet and statement of comprehensive in-

come relating to the above-mentioned material equity-method joint venture:

(EUR thousand) Dec. 31,2017 Dec. 31, 2016
Non-current assets 451,293 537,805
Current assets 1,117,452 1,222,672

Of which: Cash and cash equivalents [28,385] [68,875]
Non-current liabilities 475,984 449,261

Of which: Financial liabilities [384,904] [348,630]
Current liabilities 932,673 1,060,103

Of which: Financial liabilities [128,057] [226,203]
Carrying amount of investment 160,088 251,113
(EUR thousand) 2017 2016
Sales 605,116 818,817
Depreciation and amortization (8,547) (7,363)
Other expenses (636,234) (842,813)
Interest income = 394
Interest expense (22,933) (25,057)
Profit before tax (62,598) (56,022)
Income taxes - (788)
Profit after tax (62,598) (56,810)
Other comprehensive income - -
Total comprehensive income (62,598) (56,810)

Dividends received -

Aggregated information on immaterial joint ventures

The table below shows the carrying amounts and the Group’s share of items of the statement of comprehensive

income in aggregate for individually immaterial equity-method joint ventures:

(EUR thousand) 2017 2016
Carrying amounts 385,197 396,744
Profit before tax 206,882 152,034
Income taxes (83,341) (18,632)
Profit after tax 173,541 133,402
Other comprehensive income (8,714) (1,886)
Total comprehensive income 164,827 131,516

Profit from immaterial equity-method joint ventures contained EUR 346 thousand (2016: EUR — thousand) in impair-

ment losses.

Investments in joint ventures are pledged in the amount of EUR 43,601 thousand (2016: EUR 15,435 thousand).
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16. Other financial assets

(EUR thousand) Dec. 31,2017 Dec. 31, 2016
Non-consolidated subsidiaries 5,124 6,965
Other participating interests 68,404 64,597

73,528 71,562

EUR 3,725 thousand in impairment losses was recognized on non-consolidated subsidiaries in other financial assets
in the reporting year (2016: EUR — thousand). As in the prior year, other financial assets are not subject to any
restrictions.

17. Financial receivables

Dec. 31, 2017 Dec. 31, 2016
Non- Current Non- Current
(EUR thousand) current current
Loans to non-consolidated subsidiaries and to
participating interests 822,647 19,190 707,378 16,288
Financial receivables from non-consolidated subsidiaries - 11,784 - 14,650
Financial receivables from participating interests - 110,256 99,532 17,772
Interest accruals - 2,646 - 3,169
Other financial receivables 12,871 307 11,669 4,106
835,518 144,183 818,579 55,985

Loans to non-consolidated subsidiaries and to participating interests comprise loans to HLG Contracting in the
amount of EUR 681,842 thousand (2016: EUR 615,145 thousand).

Financial receivables from equity-accounted companies total EUR 948,508 thousand (2016: EUR 839,487 thou-
sand).

18. Other receivables and other assets

Dec. 31, 2017 Dec. 31, 2016

Non- Current Non- Current

(EUR thousand) current current
Claims for damages and claims under guarantee - 192,271 - 209,118
Prepaid expenses 1,821 66,693 1,761 76,922
Derivative receivables 50,603 5,783 65,553 1,727
Tax receivables (excluding income taxes) - 10,583 - 7,730
Entitlements from sales of participating interests - 6,490 - 25,025
Pension fund credit balances 5,464 - 2,575 -
Sundry other assets 95,897 130,116 110,852 129,775
153,785 411,936 180,741 450,297

Claims for damages and claims under guarantee include EUR 163,012 thousand (2016: EUR 181,008 thousand),
mainly in reimbursement claims under insurance policies held by the Turner Group.

Prepaid expenses consist of insurance premiums and prepayments for maintenance and services. They also include
commission paid by HOCHTIEF insurance companies for insurance arranged by direct insurers. Such commission

is reversed to expense over the lifetime of the policy.

As in the prior year, sundry other assets are not subject to any restrictions in the reporting year.
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19. Income tax assets

The EUR 47,844 thousand (2016: EUR 50,847 thousand) in income tax assets comprises amounts receivable from
domestic and foreign tax authorities. These consist of EUR 3,328 thousand (2016: EUR 19,695 thousand) classified

as non-current assets and EUR 44,516 thousand (2016: 31,152 thousand) classified as current assets.

20. Deferred taxes

Deferred tax assets and liabilities break down as follows:

Dec. 31, 2017 Dec. 31, 2016
Deferred tax Deferred tax Deferred tax Deferred tax
assets liabilities assets liabilities
(EUR thousand) (restated)*
Non-current assets 50,444 137,634 51,017 214,860
Current assets 256,797 310,898 341,855 251,022
Non-current liabilities
Pension provisions 107,495 - 146,346 2,635
Other provisions 8,751 21,542 14,853 22,100
Sundry non-current liabilities 1,173 194 1,040 316
Current liabilities
Other provisions 74,123 10 86,942 99
Sundry current liabilities 70,298 103,779 112,372 159,560
569,081 574,057 754,425 650,592
Losses carried forward 127,882 - 165,634 -
Gross amount 696,963 574,057 920,059 650,592
Offsetting item 541,209 541,209 615,675 615,675
Reported amount 155,754 32,848 304,384 34,917

Deferred tax assets and deferred tax liabilities are offset within each company or tax group. The EUR 696,963
thousand (2016: EUR 920,059 thousand) gross amount of deferred tax assets includes the following tax refund
entitlements arising from the expected future use of tax loss carryforwards and tax credits:

(EUR thousand) Dec. 31,2017 Dec. 31, 2016
Corporate income tax (or comparable foreign income tax) 109,798 147,550
German municipal trade tax 18,084 18,084

127,882 165,634

There is adequate assurance that the tax loss carryforwards will be realized. German tax loss carryforwards for
which no deferred tax assets have been recognized amount to EUR 766,764 thousand (2016: EUR 628,685 thou-
sand) in respect of corporate income tax and EUR 1,174,471 thousand (2016: EUR 1,016,228 thousand) in respect
of German municipal trade tax. The increase in loss carryforwards is mainly due to a change in case law regarding
the use of losses after purchases of shareholdings under Section 8c of the German Corporation Tax Act (KStG).

No deferred tax assets have been recognized in relation to interest expense carryforwards in the amount of EUR
354,888 thousand (2016: EUR 350,816 thousand). The change in the interest expense carryforward figures relates
to adjustments made on the basis of tax audits and ongoing changes.

*Adjusted due to finalization of
the purchase price allocation
from the UGL acquisition as of
December 31, 2016. Please
see Note 1 for explanatory
notes on the adjustment.
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Deferred tax assets are normally recognized for tax-deductible temporary differences if it is probable that taxable
profit will be available against which the deductible temporary differences can be utilized.

German Group companies that generated losses in the past year or previous years have EUR 50,128 thousand
(2016: EUR 44,739 thousand) in deferred tax assets resulting from temporary differences or tax loss carryforwards
deemed to be probable and were recognized on the balance sheet.

Deferred tax liabilities totaling a gross amount of EUR 574,057 thousand (2016: EUR 650,592 thousand) are entirely
due to taxable temporary differences, mostly from adjustments to ensure uniform Group-wide compliance with
IFRS valuation principles.

An amount of EUR 5,505 thousand (2016: EUR 482 thousand) was credited to equity for deferred tax relating to
exchange differences from translation of foreign entity financial statements. An amount of EUR 13,637 thousand
(2016: EUR 2,663 thousand) was credited to equity for deferred tax on amounts recognized in equity for changes
in the fair value of derivative and non-derivative financial instruments. An amount of EUR 45,586 thousand was
charged to equity (2016: EUR 25,323 thousand credited to equity) for deferred tax relating to actuarial gains and
losses. As of the balance sheet date, deferred tax credited to equity in connection with the measurement of financial
instruments amounted to EUR 1,352 thousand (2016: EUR 12,285 thousand charged to equity), while EUR 135,280
thousand (2016: EUR 180,866 thousand) was credited to equity in connection with actuarial gains and losses.

21. Inventories

(EUR thousand) Dec. 31,2017 Dec. 31, 2016
Raw materials and supplies 121,217 159,651
Work in progress 286,525 378,836
Finished goods 12,207 14,398
Prepayments 4,993 6,283

424,942 559,168

Borrowing costs of EUR 8,473 thousand were capitalized under work in progress in accordance with IAS 23 (2016:
EUR 9,345 thousand). The borrowing costs were determined on the basis of interest rates of between 1.50% and
3.73% (2016: between 1.50% and 7.44%).

Work in progress also includes properties under development that are subject to restrictions in the amount of EUR
103,249 thousand (2016: EUR 168,309 thousand).



Consolidated Financial Statements and Notes: Notes to the Consolidated Financial Statements

22. Trade receivables

(EUR thousand) Dec. 31,2017 Dec. 31, 2016
Trade receivables
Percentage of completion (POC) 4,421,698 4,727,466
Progress payments received (2,302,462) (2,398,802)
2,119,236 2,328,664
From construction joint ventures 203,587 209,375
Other 2,487,742 2,464,835
4,810,565 5,002,874
From non-consolidated subsidiaries 371 2,632
From participating interests 7,295 19,854
4,818,231 5,025,260

The figure of EUR 2,119,236 thousand (2016: EUR 2,328,664 thousand) representing the gross amount due from
customers for contract work (POC) less progress payments received relates to construction contracts where con-
tract costs incurred (including shares of contract net profit) exceed progress payments received from customers.
The combined total of POC contract costs (including net profit shares) reported under trade receivables and trade
payables is EUR 5,050,890 thousand (2016: EUR 5,349,789 thousand). The combined total of progress payments
received and offset against the gross amounts due to and from customers for contract work (POC) in the reporting
year stands at EUR 3,796,667 thousand (2016: EUR 4,117,990 thousand).

Trade receivables include EUR 741,138 thousand (2016: EUR 719,491 thousand) in contractual retention amounts.

Trade receivables include no properties under development that are subject to restrictions (2016: EUR 39,447
thousand).

Receivables from equity-accounted companies total EUR 6,341 thousand (2016: EUR 13,227 thousand).

23. Marketable securities

Marketable securities totaling EUR 428,759 thousand (2016: EUR 463,424 thousand) mainly consist of securities
held in special-purpose and general investment funds as well as fixed-income securities with maturities of more
than three months on acquisition where there is no intention to hold the securities to maturity.

Marketable securities are primarily classified as available for sale. As before, the securities categorized in Level 2 of
the fair value hierarchy were initially recognized as at fair value through profit or loss. As a result of measurement at
fair value, the carrying amount increased by EUR 2,984 thousand (2016: EUR 9,084 thousand decrease).

Marketable securities are pledged in the amount of EUR 13,730 thousand (2016: EUR 13,812 thousand) as security
for employee benefit entitliements under semi-retirement programs.

Outside of externally managed investments, direct investment activities are exclusively restricted to the purchase of
bonds from top-class issuers with broad diversification to ensure that concentration risks relative to specific issuers
are strictly avoided.
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24. Cash and cash equivalents

Cash and cash equivalents total EUR 3,094,924 thousand (2016: EUR 2,847,426 thousand) and comprise cash in
hand, cash at banks, and marketable securities with maturities at the time of acquisition of no more than three
months. These are subject to an insignificant risk of changes in value. Cash and cash equivalents are subject to
restrictions in the amount of EUR 174,444 thousand (2016: EUR 114,210 thousand) in relation to the sale of receivables
and in the amount of EUR 21,960 thousand (2016: EUR 23,535 thousand) in relation to warranties.

25. Shareholders’ equity
The Consolidated Statement of Changes in Equity is part of the Consolidated Financial Statements.

The Company’s capital stock is divided into 64,300,000 no-par-value bearer shares and amounts to EUR
164,608,000.00. Each share accounts for EUR 2.56 of capital stock. As of December 31, 2017, HOCHTIEF
Aktiengesellschaft held a total of 44,287 shares of treasury stock. These shares were purchased from October 7,
2014 onward for the purposes provided for in the resolutions of the Annual General Meeting of May 7, 2014 and
that of May 6, 2015 and for all other purposes permitted under the German Stock Corporations Act (AktG). The
holdings of treasury stock represent EUR 113,374.72 (0.069%) of the Company’s capital stock.

The capital reserve comprises EUR 782,684 thousand constituting the premium on shares issued by HOCHTIEF
Aktiengesellschaft as in the prior year together with EUR 2,981 thousand (2016: EUR 2,231 thousand) for the book
gain on the sale of treasury stock, and the capital stock represented by the shares cancelled in 2016 (EUR 12,824
thousand) and 2014 (EUR 19,688 thousand).

Distributable profit is identical for HOCHTIEF Aktiengesellschaft and the HOCHTIEF Group. A dividend of EUR 167,044
thousand was paid out in the reporting year (2016: EUR 128,473 thousand).

The Executive Board is unaware of any restrictions on voting rights or on transfers of shares.

There are no shares with special control rights. The Executive Board is not aware of any employee shares where
the control rights are not exercised directly by the employees.

Statutory rules on the appointment and replacement of Executive Board members are contained in Sections 84
and 85 and statutory rules on the amendment of the Articles of Association in Sections 179 and 133 of the German
Stock Corporations Act (AktG). Under Section 7 (1) of the Company’s Articles of Association, the Executive Board
comprises at least two individuals. Section 23 (1) of the Articles of Association provides that resolutions of the Annual
General Meeting require a simple majority of votes cast unless there is a statutory requirement stipulating a differ-
ent majority. In instances where the Act requires a majority of the capital stock represented at the time of the reso-
lution in addition to a majority of votes cast, Section 23 (3) of the Articles of Association provides that a simple
majority will suffice unless there is a mandatory requirement stipulating a different majority.

Pursuant to Section 4 (5) of the Articles of Association, the Executive Board is authorized, subject to Supervisory
Board approval, to increase the capital stock by issuing new no-par-value bearer shares for cash and/or non-cash
consideration in one or more issues up to a total of EUR 82,000 thousand by or before May 9, 2022 (Authorized
Capital I). Detailed provisions are contained in the stated section of the Articles.



Consolidated Financial Statements and Notes: Notes to the Consolidated Financial Statements

On October 17, 2017, the Executive Board resolved, for the acquisition of Abertis, to issue 32,031,250 new shares
from Authorized Capital | against cash or non-cash consideration and subject to partial exclusion of shareholders’
subscription rights. The Supervisory Board gave its approval on October 18, 2017. The new shares will be issued if
and when the acquisition is completed.

Pursuant to Section 4 (4) of the Articles of Association, the Company’s capital stock has been conditionally increased
by up to EUR 46,080 thousand divided into up to 18 million no-par-value bearer shares (conditional capital). Detailed
provisions are contained in the stated section of the Articles.

Authorization to repurchase shares:

The Company is authorized by resolution of the Annual General Meeting of May 11, 2016 to repurchase its own
shares in accordance with Section 71 (1) No. 8 of the German Stock Corporations Act (AktG). The authorization
expires on May 10, 2021. It is limited to 10% of the capital stock at the time of the Annual General Meeting resolu-
tion or at the time of exercising the authorization, whichever figure is smaller. The authorization can be exercised
directly by the Company or by a company in its control or majority ownership or by third parties engaged by the
Company or engaged by a company in its control or majority ownership and allows the share repurchase to be
executed in one or more installments covering the entire amount or any fraction thereof. The repurchase may be
effected through the stock exchange or by public offer to all shareholders, or by public invitation to all shareholders
to tender shares for sale, or by issuing shareholders with rights to sell shares. The conditions governing the repur-
chase are set forth in detail in the resolution.

By resolution of the Annual General Meeting of May 11, 2016, the Executive Board is authorized, subject to Super-
visory Board approval, in the event of a sale of shares of treasury stock effected by way of an offer to all shareholders,
to issue subscription rights to the shares to holders of warrant-linked and/or convertible bonds issued by the Com-
pany or by any subordinate Group company. The Executive Board is also authorized, subject to Supervisory Board
approval, to sell shares of treasury stock other than through the stock exchange and other than by way of an offer
to all shareholders provided that the shares are sold for cash at a price not substantially below the current stock
market price for Company shares of the same class at the time of sale.

The HOCHTIEF Aktiengesellschaft Executive Board is further authorized, subject to Supervisory Board approval
and the conditions set out in the following, to offer and transfer shares of treasury stock to third parties other than
through the stock exchange and other than by way of an offer to all shareholders. Such transactions may take
place in the course of acquisitions of business enterprises in whole or part and in the course of mergers. They are
also permitted for the purpose of obtaining a listing for the Company’s shares on foreign stock exchanges where it is
not yet listed. The shares may also be offered for purchase by employees or former employees of the Company or
its affiliates. Holders of bonds which the Company or a Group company subordinate to it issues or has issued under
the authorization granted at the Annual General Meeting of May 11, 2016 (agenda item 8) may also be issued with
the shares upon exercising the warrant and/or conversion rights and/or obligations attached to the bonds.
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The shares may also, on condition that they be held for at least two years after transfer, be transferred to (current
or past) members of the Executive Board of the Company and to (current or past) members of the executive boards
and general management of companies under its control within the meaning of Section 17 of the German Stock
Corporations Act (AktG), and to current or past employees of the Company or of a company under its control within
the meaning of Section 17 AktG. Such transfers are only permitted for the purpose of settling the transferees’ variable
compensation entitlements. Further conditions of transfer are detailed in the resolution. Where shares are issued
to members of the Executive Board of the Company, the decision to issue the shares is taken solely by the Super-
visory Board.

Shareholders’ statutory subscription rights to such shares are barred pursuant to Sections 71 (1) No. 8 and 186 (3)
and (4) of the German Stock Corporations Act (AktG) to the extent that the shares are used in exercise of the authori-
zations set out above.

The Executive Board is also authorized, subject to Supervisory Board approval, to cancel shares of treasury stock
without a further resolution of the Annual General Meeting being required for the cancellation itself or its execution.
The conditions governing awards of subscription rights and the sale, transfer, and cancellation of treasury stock
are set forth in detail in the Annual General Meeting resolution.

By a further resolution of the Annual General Meeting of May 11, 2016, the Company is authorized to acquire shares
of treasury stock in accordance with Section 71 (1) No. 8 AktG using equity derivatives as well as to exclude share-
holders’ tender rights and subscription rights. This is not intended to increase the total volume of shares that may
be purchased; instead, it merely opens the way for other alternatives to purchase shares of treasury stock within
and against the upper limit set in the aforementioned authorization. The Executive Board has been authorized to
acquire options which, when exercised, entitle the Company to acquire shares of the Company (call options). The
Executive Board is further authorized to sell options which, when exercised by their holder, require the Company to
acquire shares of the Company (put options). Moreover, the shares can be acquired using a combination of call and
put options or forward purchase agreements. Additional details of the conditions for the use of equity derivatives in
the acquisition of treasury stock and for the exclusion of shareholders’ rights to sell and subscription rights are set
out in the Annual General Meeting resolution.

In May 2017, 7,855 shares of treasury stock were transferred to members of the Executive Board of the Company
at a price of EUR 168.85 per share on condition that the shares be held for at least two years after transfer. The
transfer settled the transferees’ variable compensation entittements. The shares represent EUR 20,108.80 (0.012%)
of the Company’s capital stock.

The non-controlling interest in the shareholders’ equity of consolidated Group companies totals EUR 745,988
thousand (2016: EUR 757,279 thousand); EUR 587,344 thousand (2016: EUR 611,191 thousand) of this relates to
the CIMIC Group.
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A Group company of HOCHTIEF Aktiengesellschaft, CIMIC Group Limited is based in Sydney, Australia. HOCHTIEF’s
Consolidated Financial Statements include non-controlling interests in CIMIC that are material to HOCHTIEF. The
ownership interest in our Australian Group company CIMIC is unaltered, at 72.68% as of December 31, 2017. Summary
financial information on the Group company is provided in the table below.

2017 2016

(EUR thousand) (restated)”
Non-current assets 2,782,114 3,415,540
Current assets 3,455,079 3,476,862
Non-current liabilities 559,830 623,117
Current liabilities 3,489,682 4,014,285
Shareholders’ equity 2,187,681 2,255,000
Of which: Non-controlling interest [(14,214)] [(6,708)]
Total non-controlling interest in equity 587,344 611,191
Sales 9,077,028 7,302,970
Profit before tax 648,373 498,566
Income tax (181,580) (126,603)
Profit after tax 466,793 371,963
Of which: Non-controlling interest [(7,784)] [(18,764)]
Total non-controlling interest in profit after tax 121,871 87,983
Cash flow from operations 920,839 758,792
Cash flow from investing activities (292,507) (189,673)
Cash flow from financing activities (435,021) (971,816)

Accumulated other comprehensive income is part of retained earnings. It includes amounts recognized in equity for
changes in the fair value of derivative and non-derivative financial instruments and exchange differences from transla-
tion of foreign entity financial statements. Accumulated other comprehensive income also includes the Group’s
share of changes recognized directly in the other comprehensive income of equity-method associates and joint
ventures, plus the portion of other comprehensive income from the remeasurement of defined benefit plans that
will not subsequently be reclassified to profit or loss.

*Adjusted due to finalization of
the purchase price allocation
from the UGL acquisition as of
December 31, 2016. Please
see Note 1 for explanatory
notes on the adjustment.
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The changes in other comprehensive income are presented on a year-on-year basis in the following table:

2017 2016
(EUR thousand) (restated)”
Currency translation differences
Changes in other comprehensive income for the period (8883,525) 96,674
Amounts reclassified to profit or loss 24 316
(383,501) 96,990
Changes in fair value of financial instruments - primary
Changes in other comprehensive income for the period (260) (2,660)
Amounts reclassified to profit or loss (18,999) (15,140)
(19,259) (17,800)
Changes in fair value of financial instruments - derivative
Changes in other comprehensive income for the period 6,057 (895)
Amounts reclassified to profit or loss - -
6,057 (895)
Share of other comprehensive income of equity-method associates and joint
ventures
Changes in other comprehensive income for the period (8,714) (3,937)
Amounts reclassified to profit or loss - (12,237)
(8,714) (16,174)
Remeasurement of defined benefit plans 39,947 (59,103)
Other comprehensive income after tax (365,470) 3,018
The income tax effects relating to changes in other comprehensive income are distributed as follows:
2017 2016
(restated)*
(EUR thousand) Before tax Taxes After tax Before tax Taxes After tax
Currency translation differences (383,501) - (383,501) 96,990 - 96,990
Changes in fair value of financial
instruments
- primary (33,879) 14,620 (19,259) (19,758) 1,958 (17,800)
Changes in fair value of financial
instruments
— derivative 7,040 (983) 6,057 (1,600) 705 (895)
Share of other comprehensive in-
come of equity-method associates
and joint ventures (8,714) - (8,714) (16,174) - (16,174)
Remeasurement of defined benefit
plans 85,533 (45,586) 39,947 (84,426) 25,323 (59,103)
Other comprehensive income (333,521) (31,949) (365,470) (24,968) 27,986 3,018
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26. Share-based payment
The following share-based payment plans were in force for managerial staff of HOCHTIEF Aktiengesellschaft and
its affiliates in 2017:

Top Executive Retention Plan 2008

The Executive Board resolved in June 2008 to launch a Top Executive Retention Plan 2008 (TERP 2008) for selected
managerial employees. This plan was based on stock awards and consisted of three tranches. The first tranche
was granted in July 2008, the second in July 2009, and the third in July 2010.

The total term of the plan was ten years. The waiting period after the granting of each tranche was three years. The
exercise period was between five and seven years, depending on the tranche.

The conditions stipulated that, after the waiting period, entitled individuals received for each stock award either a
HOCHTIEF share or, at HOCHTIEF Aktiengesellschaft’s discretion, a compensatory cash amount equal to the closing
price of HOCHTIEF stock on the last stock market trading day before the exercise date. The gain was capped for
each year of the exercise period. The cap rose annually up to a maximum gain at the end of the term. The maximum
gain was set to EUR 160 per stock award for the first tranche, EUR 81.65 for the second tranche, and EUR 166.27
for the third tranche.

The first tranche was exercised in full in 2015, the third tranche in 2016, and the second tranche in 2017.

Long-term Incentive Plan 2010

The Long-term Incentive Plan 2010 (LTIP 2010) was launched by resolution of the Supervisory Board in 2010 and
is open to Executive Board members and upper managerial employees of HOCHTIEF Aktiengesellschaft and its
affiliates. Alongside grants of stock appreciation rights (SARs), LTIP 2010 also provided for grants of stock awards.

The SARs could only be exercised if, for at least ten consecutive stock market trading days before the exercise
date, the ten-day average (arithmetic mean) stock market closing price of HOCHTIEF stock was higher relative to
the issue price compared with the ten-day average closing level of the MDAX index relative to the index base (rela-
tive performance threshold) and, additionally, return on net assets (RONA) in the then most recently approved set
of consolidated financial statements was at least 10% (absolute performance threshold). The relative performance
threshold was waived if the average stock market price of HOCHTIEF stock exceeded the issue price by at least
10% on ten consecutive stock market trading days after the end of the waiting period. Provided that the targets
were met, the SARs could be exercised at any time after a four-year waiting period except during a short period
before publication of any business results. When SARs were exercised, the issuing entity paid out the difference
between the then current stock price and the issue price. The gain was limited to EUR 27.28 per SAR.

The LTIP conditions for stock awards stipulated that for each stock award exercised within a two-year exercise
period following a three-year waiting period, entitled individuals received at HOCHTIEF Aktiengesellschaft’s discre-
tion either a HOCHTIEF share or a compensatory cash amount equal to the closing price of HOCHTIEF stock on
the last stock market trading day before the exercise date. The gain was limited to EUR 81.83 per stock award.

The plan ended for the stock awards in 2015 and for the SARs in 2017.
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Long-term Incentive Plan 2012

The Long-term Incentive Plan 2012 (LTIP 2012) was launched by resolution of the Supervisory Board in 2012 and is
open to Executive Board members and upper managerial employees of HOCHTIEF Aktiengesellschaft and its affiliates.
The plan conditions differ from those of LTIP 2010 in two points:

1. Return on net assets (RONA) as per the most recently approved Consolidated Financial Statements must be at
least 15%.

2. The waiting time for stock awards was extended from three to four years and the total term of the plan accordingly
from five to six years.

The gain is limited to EUR 25.27 per SAR and EUR 75.81 per stock award.

Long-term Incentive Plan 2013
The Long-term Incentive Plan 2013 (LTIP 2013) was launched by resolution of the Supervisory Board in 2013 and is
open to Executive Board members. The plan conditions differed from those of LTIP 2012 in only one point:

The performance target for RONA was replaced with a performance target for adjusted free cash flow. The number
of SARs that could be exercised depended on attainment of the planned value range for adjusted free cash flow.
This value range was set in the business plan for each exercise year.

The gain was limited to EUR 24.61 per SAR and EUR 73.83 per stock award. The plan was exercised in full in 2017.

Long-term Incentive Plan 2014
The Long-term Incentive Plan 2014 (LTIP 2014) was launched by resolution of the Supervisory Board in 2014 and is
open to Executive Board members. The plan conditions do not differ in any material respect from those of LTIP 2013.

The gain is limited to EUR 30.98 per SAR and EUR 92.93 per stock award.

Long-term Incentive Plan 2015
The Long-term Incentive Plan 2015 (LTIP 2015) was launched by resolution of the Supervisory Board in 2015 and is
open to Executive Board members. The plan conditions do not differ in any material respect from those of LTIP 2014.

The gain is limited to EUR 31.68 per SAR and EUR 95.04 per stock award.

Long-term Incentive Plan 2016

The Long-term Incentive Plan 2016 (LTIP 2016) was launched by resolution of the Supervisory Board in 2016 and
is open to Executive Board members. The plan conditions differ from those of LTIP 2015 solely in that the waiting
period was shortened from four to three years and a total term of the plans accordingly to six years (SARs) and five
years (stock awards).

The gain is limited to EUR 41.54 per SAR and EUR 124.62 per stock award.
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Long-term Incentive Plan 2017

The Long-term Incentive Plan 2017 (LTIP 2017) was launched by resolution of the Supervisory Board in 2017 and is
open to Executive Board members and selected managerial employees. The plan is based on performance stock
awards.

The conditions stipulate that for each performance stock award (PSA) exercised within a two-year exercise period
following a three-year waiting period, entitled individuals receive from the issuing entity a payment entitlement equal
to the closing price of HOCHTIEF stock on the last stock market trading day before the exercise date, plus a per-
formance bonus. The size of the performance bonus depends on the adjusted free cash flow of the last complete
year before the exercise date.

The gain is limited to EUR 514.62 per PSA.

The conditions of all plans stipulate that on the exercise of SARs or stock awards—and the fulfillment of all other
requisite criteria—HOCHTIEF Aktiengesellschaft normally has the option of delivering HOCHTIEF shares instead of
paying out the gain in cash. Where the entitled individuals are not employees of HOCHTIEF Aktiengesellschaft, the
expense incurred on exercise of SARs or stock awards is borne by the affiliated company concerned.

The quantities granted, expired, and exercised under the plans so far are as follows:

Originally ~ Outstanding Granted in  Expired in  Exercised/  Disposal/ Outstand-

granted  at Dec. 31, 2017 2017 settled in sale ing at
2016 2017 Dec. 31,
2017
TERP 2008/Tranche 2 359,000 2,900 - - 2,900 - 0
LTIP 2010 — SARs 353,200 2,000 - 2,000 - - 0
LTIP 2012 - SARs 457,406 262,906 - - 260,081 - 2,825
LTIP 2012 - stock awards 82,991 1,550 - - 925 - 625
LTIP 2013 — SARs 38,288 38,288 - - 38,288 - 0
LTIP 2013 - stock awards 9,297 9,297 - - 9,297 - 0
LTIP 2014 — SARs 86,907 86,907 - - - - 86,907
LTIP 2014 — stock awards 20,453 20,453 - - - - 20,453
LTIP 2015 — SARs 96,801 96,801 - - - - 96,801
LTIP 2015 — stock awards 20,262 20,262 - - - - 20,262
LTIP 2016 — SARs 93,235 93,235 - - - - 93,235
LTIP 2016 — stock awards 17,850 17,850 - - - - 17,850
LTIP 2017 — performance
stock awards - - 19,081 - - - 19,081

Provisions recognized for the stated share-based payment plans totaled EUR 12,365 thousand as of the balance
sheet date (2016: EUR 15,574 thousand). The total expense recognized for the stated plans in 2017 was EUR
5,299 thousand (2016: EUR 5,537 thousand). The intrinsic value of plans exercisable at the end of the reporting
period was EUR 119 thousand (2016: EUR 7,052 thousand).
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27. Provisions for pensions and similar obligations

Defined benefit plans

Under defined benefit plans, the Company’s obligation is to provide agreed benefits to current and former employees.
The main pension obligations in Germany consist of direct commitments under the current 2000+ pension plan
and deferred compensation plans. The 2000+ plan in force since January 1, 2000 takes the form of a modular
defined contribution plan. The size of the annual pension component depends on employee income and age
(resulting in an annuity conversion factor) and a general pension contribution reviewed by HOCHTIEF Aktiengesell-
schaft every three years and adjusted as necessary. The future pension amount is the sum total of the pension
components earned each year. In isolated instances, length-of-service and final salary pension arrangements are
in existence for executive staff, although except at Executive Board level such arrangements have no longer been
offered since 1995. Benefits comprise an old-age pension, an invalidity pension, and a surviving dependants’ pension,
and in almost all cases are granted as a life-long annuity.

Up to December 31, 2013, employees in Germany additionally had the option of deferred compensation in a com-
pany pension plan. The deferred compensation was invested in selected investment funds. The pension amount is
based on the present value of acquired fund units at retirement, subject to a minimum of the deferred compensa-
tion amount plus an increment that is guaranteed by HOCHTIEF and ranges from 3.50% down to 1.75% p.a. There
is a choice at retirement between a lump sum payment and an annuity for five or six years.

Outside of Germany, there are defined benefit plans at Turner in the USA and HOCHTIEF (UK) in the United Kingdom.
The plan at Turner was frozen as of December 31, 2003, and no new entitlements can be earned under it. Benefits
comprise an old-age pension, an invalidity pension, and a surviving dependants’ pension. There is a choice at retire-
ment between a life-long annuity and a lump-sum payment. Commitments at Turner also include post-employment
benefits in the form of medical care for pensioners. HOCHTIEF (UK) has a length-of-service, final salary pension
plan. For each year of service, 1/75th of the eligible final salary is granted as a monthly pension. Benefits comprise
an old-age pension, an invalidity pension, and a surviving dependants’ pension.

Defined benefit obligations in the HOCHTIEF Group are made up as follows:

Dec. 31, 2017

(EUR thousand) Germany USA UK
Active members 119,864 80,884 10,822

Final salary [18,702] - [10,822]

Not final salary [101,162] [80,884] -
Vested benefits 157,757 39,090 17,467
Retirees 497,150 90,180 16,706
Similar obligations 96 53,383 =
Total 774,867 263,537 44,995
Duration in years (weighted) 14.0 9.6 18.1

Dec. 31, 2016

(EUR thousand) Germany USA UK
Active members 128,813 94,097 15,249

Final salary [17,861] - [15,249]

Not final salary [110,952] [94,097] -
Vested benefits 184,463 44,877 19,177
Retirees 505,168 109,053 14,849
Similar obligations 95 60,470 -
Total 818,539 308,497 49,275
Duration in years (weighted) 14.6 8.7 19.0
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Plan assets

Germany

There are no statutory or regulatory minimum funding requirements for pension plans in Germany. Domestic pension
obligations are fully funded. The funded plans take the form of a contractual trust arrangement (CTA). The trans-
ferred assets have been administered since January 1, 2015 by an external trustee and serve exclusively to fund
domestic pension obligations. The transferred cash is invested in the capital market in accordance with investment
principles set out in the trust agreement and the investment guidelines. Investment decisions are not made by the
trustee but by an investment committee.

The investment guidelines and decisions are based on the findings of an asset liability matching (ALM) study com-
piled by outside specialists at regular intervals of three to five years. This uses Monte Carlo simulation to model the
development of the pension liabilities and other key economic factors over a very long forward horizon and in numer-
ous combinations. Based on the ALM study, a range of criteria are then applied to determine the optimum asset
allocation in order to ensure that pension liabilities can be met in the long term.

To assure an optimum conservative risk structure, we have also established risk overlay management using the
services of an external overlay manager who is given a fixed annual risk budget and works fully autonomously in a
clearly structured risk overlay management process. HOCHTIEF aims to ensure full funding of pension obligations
and to fund new vested benefits on the basis of current service cost annually or at least on a timely basis. The
companies pay in additional amounts from time to time in the event of any shortfall. Pension commitments in Ger-
many in excess of the contribution assessment ceiling applied in the statutory pension insurance scheme are
additionally covered using pension liability insurance. Pension liabilities from deferred employee compensation
offered up to December 31, 2013 were funded by the purchase of retail fund units. Funding of the obligations served
by HOCHTIEF Pension Trust e. V. as of December 31, 2017 is about 56% (2016: 55%); the figure for Germany as a
whole is about 62% (2016: 60%). It should be noted in this connection that pension obligations have increased sig-
nificantly in recent years due to the low level of market interest rates and that the funding ratio is expected to
significantly increase again when interest rates recover.

USA

The frozen defined benefit obligations in the Turner Group are likewise managed in a pension fund. Plan assets are
administered in trust by BNY Mellon and serve exclusively to fund the plan. Investment decisions are not made by
the trust but by a special committee.

The investment of plan assets is based on a regularly compiled ALM study. The investment objectives are to maximize
the funding ratio and reduce volatility in the funding ratio. With the pension obligations fully funded, high-risk invest-
ments in equities are to be reduced in favor of fixed-interest bonds. These ideally perform in line with plan liabilities,
thus ensuring full funding. There is no statutory minimum funding requirement, but low funding levels result in
higher contributions to the Pension Benefit Guarantee Corporation, and limits to lump-sum payments, hence maxi-
mum funding is aimed for. The funding of obligations covered by Turner’s pension fund as of December 31, 2017 is
about 100% (2016: 86%); funding at Turner overall is about 79% (2016: 69%).
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UK

Funding of plan assets at HOCHTIEF (UK) is likewise on a trust basis. Statutory minimum funding requirements
apply. If funding is insufficient to make up a funding shortfall, an additional restructuring plan is drawn up. Plan
funding is reviewed at least once every three years. Funding of pension obligations at HOCHTIEF (UK) is about 74%
(2016: 69%).

Defined benefit obligations are covered by plan assets as follows:

Coverage of defined benefit obligations by plan assets

Dec. 31,2017 Dec. 31, 2016

Defined benefit Plan assets  Defined benefit Plan assets
(EUR thousand) obligations obligations
Uncovered by plan assets 54,552 - 61,858 -
Partially covered by plan assets 961,696 648,497 1,046,057 667,669
Not fully covered by plan assets 1,016,248 648,497 1,107,915 667,669
Fully covered by plan assets 67,151 72,615 68,396 70,971
Total 1,083,399 721,112 1,176,311 738,640

Actuarial assumptions
The size of pension provisions is determined on an actuarial basis. This necessarily involves estimates. Specifically,
the actuarial assumptions used are as follows:

2017 2016
(Percent) Germany USA UK Germany USA UK
Discount factor* 2.00 3.68 2.55 1.75 4.04 2.65
Salary increases 2.75 - 2.00 2.75 - 2.30
Pension increases* 1.75 - 3.27 1.75 - 3.53
Health cost increases - 5.00 - - 5.00 -

The discount factors are derived from the Mercer Pension Discount Yield Curve (MPDYC) model, taking into account
the company-specific duration of pension liabilities. Salary and pension increases ceased to be taken into account
in the USA (Turner Group) in 2004 due to the changeover in pension arrangements.

Mortality assumptions are based on published country-specific statistics and experience. The following mortality
tables were used in the actuarial calculation of pension obligations:

Germany Heubeck Richttafeln 2005 G
USA RP 2014 mortality table projected generationally with MP2017

RP 2017 mortality table projected generationally with MP2017 (Healthcare costs)
UK S2PxA CMI_2016 [1,25 %) year of birth
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The present value of defined benefit obligations and the market value of plan assets have changed as follows:

Changes in the present value of defined benefit obligations

2017 2016

(EUR thousand) Domestic  International Total Domestic  International Total
Defined benefit obligations at start of year 818,539 357,772 1,176,311 759,459 339,509 1,098,968
Current service cost 7,928 2,004 9,932 5,943 1,764 7,707
Past service cost (1,504) - (1,504) - - -
Interest expense 13,991 12,432 26,423 18,495 13,265 31,760
Remeasurements

Actuarial (gains)/losses arising from changes

in demographic assumptions - (15,098) (15,098) - 3,537 3,537

Actuarial (gains)/losses arising from changes

in financial assumptions (27,979) 9,771 (18,208) 81,203 14,565 95,768

Actuarial (gains)/losses arising from

experience adjustments 1,320 (801) 519 (8,060) 1,326 (6,734)
Benefits paid from Company assets (830) (2,879) (3,209) (442) (3,264) (8,706)
Benefits paid from funds assets (87,040) (16,176) (563,216) (38,004) (16,055) (54,059)
Employee contributions - 132 132 - 162 162
Effect of transfers (58) - (58) (55) - (55)
Currency adjustments - (38,625) (38,625) - 2,963 2,963
Defined benefit obligations at end of year 774,867 308,532 1,083,399 818,539 357,772 1,176,311
Changes in the market value of plan assets

2017 2016

(EUR thousand) Domestic  International Total Domestic  International Total
Plan assets at start of year 491,451 247,189 738,640 506,877 244,857 751,734
Interest on plan assets 8,560 8,279 16,839 12,618 9,290 21,908
Plan expenses paid from plan assets recog-
nized in profit or loss - (1,499) (1,499) - (1,369) (1,369)
Remeasurements

Return on plan assets not included in net

interest expense/income 7,713 22,784 30,497 4,521 8,240 12,761

Difference between plan expenses expected

and recognized in profit or loss - (1) (1) - (176) (176)
Employer contributions 8,441 9,461 17,902 5,439 835 6,274
Employee contributions - 132 132 - 162 162
Benefits paid (87,040) (16,176) (53,216) (38,004) (16,055) (54,059)
Currency adjustments - (28,182) (28,182) - 1,405 1,405
Plan assets at end of year 479,125 241,987 721,112 491,451 247,189 738,640
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Investing plan assets to cover future pension obligations generated actual returns of EUR 47,336 thousand in 2017

(2016: EUR 34,669 thousand).

The pension provisions are determined as follows:

Reconciliation of pension obligations to provisions for pensions and similar obligations

(EUR thousand) Dec. 31,2017 Dec. 31, 2016
Defined benefit obligations 1,083,399 1,176,311
Less plan assets 721,112 738,640
Funding status 362,287 437,671
Assets from overfunded pension plans 5,464 2,575
Provision for pensions and similar obligations 367,751 440,246
The fair value of plan assets is divided among asset classes as follows:
Composition of plan assets
Dec. 31, 2017 Fair value
Quoted inan  Not quoted in an Total %
(EUR thousand) active market active market
Stock
U.S. equities 56,963 - 56,963 7.90
European equities 43,650 18,267 61,917 8.59
Emerging market equities 24,215 = 24,215 3.36
Other equities 23,226 - 23,226 3.22
Bonds
U.S. government bonds 25,555 1,500 27,055 3.75
European government bonds 29,120 - 29,120 4.04
Emerging market government bonds 28,709 - 28,709 3.98
Corporate bonds* 207,821 1,568 209,389 29.04
Other bonds 5,208 1,486 6,694 0.93
Secured loans
USA 9,221 - 9,221 1.28
Europe 9,334 - 9,334 1.29
Investment funds 72,047 18,199 90,246 12.51
Real estate - 30,134 30,134 418
Infrastructure - 15,469 15,469 214
Insurance policies - 78,785 78,785 10.93
Cash 18,478 - 18,478 2.56
Other 1,083 1,074 2,157 0.30
Total 554,630 166,482 721,112 100.00
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Dec. 31, 2016 Fair value
Quotedinan  Not quoted in an Total %
(EUR thousand) active market active market
Stock
U.S. equities 34,386 - 34,386 4.65
European equities 66,649 18,734 85,383 11.56
Emerging market equities 53,768 - 53,768 7.28
Other equities 11,125 - 11,125 1.51
Bonds
U.S. government bonds - - - -
European government bonds 94,350 - 94,350 12.77
Emerging market government bonds 36,537 - 36,537 4.95
Corporate bonds* 222,263 - 222,263 30.09
Other bonds - - - -
Secured loans
USA - - - -
Europe - - - -
Investment funds 40,240 27,497 67,737 9.17
Real estate - 31,306 31,306 4.24
Infrastructure - - - -
Insurance policies - 78,135 78,135 10.58
Cash 21,212 - 21,212 2.87
Other - 2,438 2,438 0.33
Total 580,530 158,110 738,640 100.00
Pension expense under defined benefit plans is made up as follows:
2017 2016
(EUR thousand) Domestic  International Total Domestic  International Total
Current service cost 7,928 2,004 9,932 5,943 1,764 7,707
Past service cost (1,504) - (1,504) - - -
Total personnel expense 6,424 2,004 8,428 5,943 1,764 7,707
Interest expense for accrued benefit obligations 13,991 12,432 26,423 18,495 13,265 31,760
Interest on plan assets (8,560) 8,279) (16,839) (12,618) (9,290) (21,908)
Net interest expense
(net investment and interest income) 5,431 4,153 9,584 5,877 3,975 9,852
Plan expenses paid from plan assets
recognized in profit or loss - 1,499 1,499 - 1,369 1,369
Total amount recognized in profit or loss 11,855 7,656 19,511 11,820 7,108 18,928

In addition to the expenses recognized in profit or loss, the Consolidated Statement of Comprehensive Income
includes EUR 85,533 thousand in actuarial gains in 2017 before deferred taxes and after changes in the scope of
consolidation and exchange rate adjustments (2016: EUR 84,425 thousand actuarial losses). Before deferred
taxes, the cumulative amount is actuarial losses of EUR 441,963 thousand (2016: EUR 527,496 thousand).

The Turner Group’s obligations to meet healthcare costs for retired staff are included in pension provisions due to
their pension-like nature. The defined benefit obligation as of December 31, 2017 came to EUR 53,383 thousand
(2016: EUR 60,470 thousand). Healthcare costs accounted for EUR 1,642 thousand (2016: EUR 1,532 thousand) of
the current service cost and EUR 2,483 thousand (2016: EUR 2,397 thousand) of the interest expense.

*Of which: EUR 9,265 thousand
in state-guaranteed bonds
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Sensitivity analysis
Pension obligations in the HOCHTIEF Group are subject to the following material risks:

Interest rate risk

For defined contribution plans, (notional) contributions are translated into benefits using a table of fixed interest rates,
independent of the current market interest rate. HOCHTIEF thus bears the risk of general capital market interest
rate changes with regard to the determination of benefits. Pension obligations have increased significantly in recent
years due to the generally low level of capital market interest rates. The correspondingly strong impact is due to
the relatively long term of the obligations.

Inflation risk

By law, company pensions in Germany must be raised level with the inflation rate at least every three years. German
company pensions under the 2000+ plan rise at a fixed 1% p.a., hence there is only minor inflation risk in the pension
phase. Turner plans are free from inflation risk as the main defined benefit plan is frozen and no more adjustments
to the company pension are made.

Longevity risk

The granting of life-long pensions means that HOCHTIEF bears the risk of pensioners living longer than actuarial
calculations predict. This risk normally averages out across all pension plan members and only comes into play if
life expectancy is greater than expected.

The impact of the stated risks on the defined benefit obligations under a corresponding change in actuarial
assumptions is shown in the sensitivity analysis that follows.

Impact on the defined benefit obligation

Dec. 31,2017
Domestic International Total
(EUR thousand) Increase Decrease Increase Decrease Increase Decrease
Discount rate +0.50% / -0.50% (51,166) 57,728 (15,936) 17,616 (67,102) 75,344
Discount rate +1.00% / -1.00% (96,707) 123,157 (80,404) 37,158 (127,111) 160,315
Salary increases +0.50% / -0.50% 558 (637) 420 (404) 978 (941)
Pension increases +0.25% / -0.25% 19,259 (18,433) 1,070 (975) 20,329 (19,408)
Medical costs +1.00% / -1.00% = = 83 (76) 83 (76)
Life expectancy +1 year 34,920 n/a 7,687 n/a 42,607 n/a
Dec. 31, 2016
Domestic International Total
(EUR thousand) Increase Decrease Increase Decrease Increase Decrease
Discount rate +0.50% / -0.50% (56,175) 63,408 (16,395) 18,078 (72,570) 81,486
Discount rate +1.00% / -1.00% (105,939) 135,647 (31,314) 38,088 (137,253) 178,735
Salary increases +0.50% / -0.50% 418 (572) 659 613) 1,077 (1,185)
Pension increases +0.25% / -0.25% 19,881 (19,186) 1,336 (1,500) 21,217 (20,686)
Medical costs +1.00% / -1.00% - - 93 87) 93 (87)
Life expectancy +1 year 37,295 n/a 7,510 n/a 44,805 n/a

206 Group Report 2017



Consolidated Financial Statements and Notes: Notes to the Consolidated Financial Statements

Future cash flows
Benefit payments
As of December 31, 2017, anticipated pension payments for future years are as follows:

(EUR thousand)

Due in 2018 62,111
Due in 2019 58,794
Due in 2020 58,798
Due in 2021 58,300
Due in 2022 58,119
Due in 2023 to 2027 285,239

Contributions to defined benefit plans

Contributions to defined benefit plans will probably be higher in reporting year 2018 than in 2017. The main reason
for this is an extraordinary contribution to the Turner pension fund which is included in the 2017 figures and as a
result of which the pension plan is close to fully funded.

Defined contribution plans
Under defined contribution plans, the Company pays into a state or private pension fund voluntarily or in accordance
with statutory or contractual stipulations. It has no obligation to pay further contributions.

There are defined contribution plans at Turner, Flatiron, and E.E. Cruz in the USA as well as at CIMIC in Australia.
Depending on length of service and salary level, Turner pays between 3% and 6% of an employee’s salary into an
external fund. In addition, Turner employees have an option to pay up to 25% of their salaries into an investment
fund as part of a 401 (k) plan. Turner matches the first 5% of the deferred compensation by up to 100% depending
on length of service. All employees can join the plan immediately, and are vested in the company’s contributions
after three years’ service. Tax relief is granted on most payments into the fund, although it is also possible to pay
contributions from taxed income and receive the investment earnings free of tax; the investment risk is borne by
employees. The defined contribution plans at Flatiron and E.E. Cruz are similar to 401 (k) plans. All non-union em-
ployees are entitled. Flatiron pays a contribution in the amount of 6.0% of the wage or salary, while E.E. Cruz doubles
one-third of employee contributions, in each case up to the statutory maximum. Since July 1, 2014, CIMIC in Aus-
tralia has paid 9.50% (previously 9.25%) of the wage and salary total into the statutory pension (superannuation)
scheme. The contribution rate is expected to rise incrementally up to 12.0% by 2025. Employees have a choice of
investment funds and bear the investment risk. They are able to pay top-up contributions on a voluntary basis.
Tax relief is granted on top-up contributions.

The following amounts were paid into defined contribution plans and state pension schemes:

(EUR thousand) 2017 2016
Amounts paid into defined contribution plans

CIMIC 130,296 86,030
Turner 42,693 41,057
Other 6,882 6,217
Total 179,871 133,304
Amounts paid into state pension schemes (employer share) 74,735 69,743

The costs are reported as part of personnel costs.
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28. Other provisions

Dec. 31, 2017 Dec. 31, 2016

Non- Current Total Non- Current Total

(EUR thousand) current current
Provisions for taxes - 76,360 76,360 - 109,016 109,016
Personnel-related provisions 145,835 323,076 468,911 158,176 374,709 532,885
Provisions for insurance claims 187,118 3,158 190,276 210,338 4,309 214,647
Warranty obligations - 41,333 41,333 - 43,695 43,695
Litigation risks - 17,839 17,839 - 12,639 12,639
Sundry other provisions 15,798 266,824 282,622 54,742 277,235 331,977
Other provisions 348,751 652,230 1,000,981 423,256 712,587 1,135,843
348,751 728,590 1,077,341 423,256 821,603 1,244,859

Personnel-related provisions primarily comprise provisions for stock option schemes, employment anniversary
bonuses, holiday accrual, termination benefits, and early retirement arrangements.

The size of provisions for insurance claims is computed annually by an external actuary.

Items covered by sundry other provisions include contract administration, contract costs incurred subsequent to
invoicing, investment risk, restructuring costs, payments for damages, and other uncertain liabilities.

Statement of provisions

Balance at Additions Reversal of Changes in the Use of Balance at
Jan. 1, provisions  scope of consoli-  provisions Dec. 31,
2017 dation, currency 2017

adjustments,

reclassifications,

(EUR thousand) and transfer
Provisions for taxes 109,016 34,021 (8,582) (527) (57,568) 76,360
Personnel-related provisions 532,885 305,516 (8,299) (54,939) (811,252) 468,911
Provisions for insurance claims 214,647 8,233 - (25,922) (6,682) 190,276
Sundry other provisions 388,311 75,417 (42,622) (22,084) (57,228) 341,794
Other provisions 1,135,843 389,166 (45,921) (102,945)  (375,162) 1,000,981
1,244,859 423,187 (54,503) (103,472)  (432,730) 1,077,341
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29. Financial liabilities

Dec. 31,2017 Dec. 31, 2016
Non- Current Non- Current
(EUR thousand) current current
Bonds or notes issued 1,510,108 96,610 1,619,796 776,312
Amounts due to banks 650,381 124,911 8,255 242,874
Financial liabilities to non-consolidated subsidiaries - 3,581 - 5,215
Financial liabilities to participating interests 9,100 8,715 - 4,348
Lease liabilities 2,380 1,722 5,270 17,962
Sundry other financial liabilities 11,266 22 - 223
2,183,235 235,561 1,633,321 1,046,934
Bonds
Carrying Carrying amount Principal amount ~ Coupon (%) Initial term Matures
amount Dec. 31, 2016 Dec. 31, 2017 (in years)
Dec. 31,2017 (EUR thousand) (EUR thousand)
(EUR thou-
sand)
HOCHTIEF AG bond (2014) 506,561 505,577 500,000 EUR 2.63 5 May 2019
HOCHTIEF AG bond (2013) 769,914 768,566 750,000 EUR 3.88 7 March 2020
HOCHTIEF AG bond (2012) - 521,058 - 5.50 5 March 2017
CIMIC US$ Senior Notes (2012) 168,169 191,543 201,300 USD 5.95 10 November 2022
CIMIC US$ Senior Notes (2010) 96,075 247,404 115,000 USD
Series B-Notes - [137,975] - 5.22 7 July 2017
Series C-Notes [96,075] [109,429] 115,000 USD 5.78 10 July 2020
CIMIC US$ Senior Notes (2008) 65,999 75,173 79,000 USD 7.66 10 October 2018
Other CIMIC bonds - 86,787
1,606,718 2,396,108
Amounts due to banks
Carrying Average Carrying Average interest
amount Dec. interest rate amount Dec. rate (%)
31,2017 (EUR (%) 31,2016 (EUR
thousand) thousand)
Variable-rate loans 392,091 2.30 241,571 3.51
Fixed-rate loans 383,201 1.67 9,558 5.59
775,292 251,129

In March 2017, HOCHTIEF Aktiengesellschaft launched a promissory loan note issue for EUR 500,000 thousand. The
entire proceeds from the issue were used to refinance a 2012 bond issue for the same amount that matured in
March 2017. The notes have staggered terms of five, seven, and ten years with variable and fixed interest rates.

A syndicated five-year credit facility originally due to expire in April 2019 comprising a EUR 1.5 billion guarantee facility
tranche and a EUR 0.5 billion credit facility tranche was successfully refinanced ahead of schedule at significantly
improved terms in August 2017. The new syndicated facility for a total of EUR 1.7 billion with a term to August 2022
and extension options of up to two more years consists of a guarantee facility tranche totaling EUR 1.2 billion and
a credit facility tranche for EUR 0.5 billion that can be drawn on a revolving basis. As in the prior year, there are
no drawings on the credit facility tranche as of the reporting date.
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CIMIC successfully refinanced and expanded an existing syndicated working capital cash facility in September
2017 as part of its long-term financing strategy. The new syndicated working capital cash facility is for AUD 2.6 billion,
split across two tranches with terms of three and five years. It replaces an existing EUR 1 billion facility, which
matured in December 2017, as well as a portion of the CIMIC Group’s bilateral cash facilities and some maturing
U.S. dollar debt. Drawings on the working capital cash facility stand at AUD 245.0 million (2016: AUD -) as of the

reporting date.

Financial liabilities due to equity-accounted companies are EUR 15,203 thousand (2016: EUR — thousand).

The minimum lease payments for liabilities under finance leases break down as follows:

Finance leases

Dec. 31,2017 Dec. 31, 2016
Nominal value Discount Present  Nominal value Discount Present
(EUR thousand) value value
Dueinupto 1 year 1,783 61 1,722 18,482 520 17,962
Due in 1-5 years 2,409 49 2,360 5,304 52 5,252
Due after 5 years 21 1 20 19 1 18

The decrease in lease liabilities in the reporting year relates to the repayment, in their entirety, of finance leases at

CIMIC.

30. Other liabilities

Dec. 31,2017 Dec. 31, 2016

(EUR thousand) Non-current Current Non-current Current
Liabilities to employees - 210,288 - 224,644
Deferred income 29,975 30,058 36,004 25,898
Tax liabilities (excluding income taxes) - 53,547 - 33,932
Liabilities under derivative financial instruments 258 3,863 557 3,678
Social insurance liabilities - 2,012 - 5,017
Sundry other liabilities 100 198,564 280 262,172

30,333 498,332 36,841 555,341

Deferred income mainly comprises insurance premiums received in advance for subsequent years (these are

reversed to income over the life of the policies) and rental payments.

Sundry other current liabilities include EUR 163,012 thousand (2016: 181,008 thousand) in liabilities to customers
of the Turner Group that are fully covered by insurance claims. The insurance claims are included in other receiv-

ables and other assets.
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31. Trade payables

Dec. 31,2017  Dec. 31, 2016

(EUR thousand) (restated)*
Trade payables

Percentage of completion (POC) (629,192) (622,323)

Progress payments received 1,494,205 1,719,188

865,013 1,096,865

To construction joint ventures 191,757 166,799

Other 5,274,511 5,221,615

6,331,281 6,485,279

Advance payments received 20,815 9,840

From non-consolidated subsidiaries 331 415

From participating interests 13,5682 13,940

6,366,009 6,509,474

Trade payables from percentage of completion (POC) in the amount of EUR 865,013 thousand (2016: EUR 1,096,865
thousand) represents such amounts where the progress payments received from customers exceed the incurred
contract costs including a pro rata allocation of contract net profit.

Payables due to equity-accounted companies total EUR 13,260 thousand (2016: EUR 13,446 thousand).

32. Current income tax liabilities

The EUR 23,246 thousand (2016: EUR 4,064 thousand) in current income tax liabilities comprises amounts payable

to domestic and foreign tax authorities.

Other disclosures

33. Basic and diluted earnings per share

Basic earnings per share are calculated by dividing the consolidated net profit attributable to the Company’s shares
by the average number of shares in circulation. This indicator can become diluted as a result of potential shares
(mainly stock options and convertible bonds). HOCHTIEF’s share-based payment arrangements do not have any

dilutive effect. Diluted and basic earnings per share are consequently identical.

2017 2016
Profit after tax attributable to HOCHTIEF shareholders (EUR thousand) 420,736 320,483
Number of shares in circulation in thousands (weighted average) 64,253 64,294
Earnings per share attributable to HOCHTIEF shareholders (EUR) 6.55 4.98
Dividend per share (EUR) 2.60
Proposed dividend per share (EUR) 3.38

*Adjusted due to finalization of
the purchase price allocation
from the UGL acquisition as of
December 31, 2016. Please
see Note 1 for explanatory
notes on the adjustment.
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34. Reporting on financial instruments
Financial instruments include financial assets and liabilities as well as contractual claims and obligations relating to
exchanges and transfers of financial assets. Financial instruments can be derivative or non-derivative.

Non-derivative financial assets mostly comprise cash and cash equivalents, marketable securities, receivables, and
other financial assets. Marketable securities are carried at fair value. The fair values of available-for-sale financial
assets are established with reference to market prices or, in the absence of such prices, determined using accepted
valuation methods.

Non-derivative financial liabilities are mostly current liabilities measured at amortized cost.

According to their fair value, derivative financial instruments are reported either in other receivables and other assets
or in other liabilities. Derivatives are used in the HOCHTIEF Group exclusively for the hedging of existing transac-
tions and in asset management.

Holdings of non-derivative and derivative financial instruments are carried on the balance sheet; the maximum risk
of loss or default is equal to the total value of financial assets. Any such risk identified in respect of financial assets
is accounted for with an impairment loss.

Risk management

All finance activities in the HOCHTIEF Group are conducted on the basis of a Group-wide financial directive. This is
complemented by function-specific operating work instructions on issues such as currency and collateral manage-
ment. These lay down principles for dealing with the various classes of financial risk.

Management of liquidity risk

HOCHTIEF uses largely centralized liquidity structures—notably cash pooling—to pool liquidity at Group level,
among other things to avoid cash flow bottlenecks at the level of individual entities. The central liquidity position is
calculated at regular monthly intervals and budgeted in a bottom-up process over a rolling 18-month period. Liquidity
budgets are supplemented with monthly stress testing. HOCHTIEF uses liquidity budgets in active management of
the marketable securities and loans portfolios.

The tables below show maximum payments. The tables show the worst-case scenario for HOCHTIEF, i.e. the earliest
possible contractual payment date in each case. Creditors’ rights of termination are taken into account. Foreign
currency items are translated using the closing rate as of the balance sheet date. Interest payments on variable rate
items are translated uniformly using the last interest rate fixed prior to the balance sheet date. Both derivative and
non-derivative financial instruments (for example, forward exchange contracts and interest rate swaps) are taken
into account. Credit facilities granted but not yet drawn in their full amount are also included, as are financial guar-
antees issued by the Group.
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The maximum payments shown in the following tables (worst-case scenario) are offset by contractually fixed receipts
in the same periods that are not shown here (for example, from trade receivables). These cover most of the cash
outflows shown.

Maximum payments as of December 31, 2017

(EUR thousand) 2018 2019 2020-2021 after 2021 Total

Non-derivative financial liabilities 5,943,242 576,813 1,065,183 707,217 8,292,455

Derivative financial instruments 3,863 199 - 59 4,121

Loan commitments and financial

guarantees 80,844 - - - 80,844
6,027,949 577,012 1,065,183 707,276 8,377,420

Maximum payments as of December 31, 2016

(EUR thousand) 2017 2018 2019-2020 after 2020 Total

Non-derivative financial liabilities 6,705,552 153,354 1,460,938 214,470 8,534,314

Derivative financial instruments 3,678 557 - - 4,235

Loan commitments and financial

guarantees 97,509 - - - 97,509
6,806,739 153,911 1,460,938 214,470 8,636,058

In addition, Group liquidity is adequately secured for the long term with cash in hand and on deposit, marketable
securities holdings, and undrawn revolving credit facilities. The following table shows the main liquidity instru-
ments:

(EUR thousand) Dec. 31,2017  Dec. 31, 2016
Cash in hand and on deposit 2,127,418 2,072,661
Marketable securities 1,186,131 1,086,632
Undrawn revolving credit facilities 2,519,134 2,089,282

5,832,683 5,248,575
Undrawn guarantee facilities 3,298,454 4,463,742

In light of the broad international syndication in each instance and the successful refinancing of the syndicated
credit and guarantee facility ahead of schedule in August 2017, no refinancing risk is currently seen with regard to
the long-term guarantee and credit facility. The authorized capital in the amount of up to EUR 82,000 thousand
and conditional capital in the amount of up to EUR 46,080 thousand provide appropriate scope for raising additional
capital as needed.
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Financial assets and financial liabilities are presented net in the balance sheet when there is a legally enforceable
right to set off the recognized amounts. There must also be an intention either to settle on a net basis, or to realize
the assets and settle the liabilities simultaneously. In the HOCHTIEF Asia Pacific division, under a legally binding
arrangement with banks, financial assets in the amount of EUR 31,664 thousand (2016: EUR 17,402 thousand) and
financial liabilities in the amount of EUR 3,179 thousand (2016: EUR 17,334 thousand) are offset and presented in
the balance sheet with their net amount of EUR 28,485 thousand (2016: EUR 68 thousand).

Management of currency risk

HOCHTIEF is exposed to currency risk (transaction risk) arising from receivables, liabilities, cash and cash equivalents,
marketable securities, and pending transactions in currencies other than the functional currency of the Group
company concerned. Currency derivatives, mainly forward exchange contracts, are used to hedge against fluctua-
tions in these payments or items caused by exchange rates. HOCHTIEF normally hedges all currency risk.

Hedges for Group companies—with the exception of hedges in the CIMIC Group—are administered via HOCHTIEF
Aktiengesellschaft. Binding guidelines clarify their use as well as separate controls and responsibilities for all Group
companies. Currency derivatives are normally only used to hedge risk. Any form of speculation is ruled out under a
binding, Group-wide financial directive. The counterparties for derivatives entered into externally are banks with a
top credit rating.

The following table shows the fair values of currency derivatives, changes in their fair values, and their maximum
remaining maturities:

(EUR thousand) Dec. 31,2017 Dec. 31, 2016
Assets
Forward exchange contracts/currency swaps
for hedging purposes (cash flow hedge accounting) 5,938 1,168
for hedging purposes (no cash flow hedge accounting) 321 3,807
6,259 4,975

Liabilities and shareholders’ equity
Forward exchange contracts/currency swaps

for hedging purposes (cash flow hedge accounting) 1,451 4,211
for hedging purposes (no cash flow hedge accounting) 2,647 24
4,098 4,235

Changes in fair value
of derivatives held for hedging purposes (cash flow hedge accounting)

— recognized in other comprehensive income 7,530 (4,920)
of derivatives held for hedging purposes (no cash flow hedge accounting)
— recognized immediately in profit or loss (6,109) 5,342

Maximum remaining maturity

(months)
for hedging purposes (cash flow hedge accounting) 26 31
for hedging purposes (no cash flow hedge accounting) 22 18
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Where hedge accounting is used, unrealized gains and losses on hedges are initially recognized in other compre-
hensive income, taking into account deferred tax. Gains and losses are not realized until a hedged item affects
income. Derivatives are measured on the basis of current market rates as of the balance sheet date. When inter-
preting positive or negative fair value changes relating to derivatives, it is important to remember that they balance
hedged items whose values move in the opposite direction.

The following sensitivity analyses demonstrate what material impact on HOCHTIEF Group equity and profit would
result from a 10% fluctuation in foreign currencies relative to each Group company’s functional currency. The analysis
is based on holdings as of the balance sheet date.

Dec. 31,2017 Dec. 31, 2016
Exchange rate Exchange rate

10% 10% 10% 10%
(EUR thousand) increase decrease increase decrease
Change in equity due to market value fluctuations of currency derivatives used for
hedging (cash flow hedge accounting)
Functional currency Foreign currency
EUR CHF (337) 337 (4,348) 4,348
EUR CzK - - (853) 853
AUD USD 3,395 (3,395) (480) 480
AUD EUR 289 (289) (3,234) 3,234
AUD NzD - - 857 (857)
AUD JPY - - 623 (623)
PLN EUR (8,778) 8,778 (4,040) 4,040
Change in profit or loss due to unhedged currency exposures in primary financial instru-
ments and to market value fluctuations in derivative financial instruments (no cash flow
hedge accounting)
Functional currency Foreign currency
EUR NOK 1,422 (1,422) 4,309 (4,309)
EUR PLN 4,938 (4,938) (654) 654
EUR RON 11 (11) 2,793 (2,793)
EUR SEK 1,147 (1,147) (7,191) 7,191
EUR usD 5,714 (5,714) - -
AUD CAD 721 (721) - -
AUD EUR 2,588 (2,588) - -
AUD HKD 4,283 (4,283) 3,202 (3,202)
AUD SGD 766 (766) - -
AUD usD 9,610 (9,610) (40,375) 40,375
CzK EUR 8,217) 3,217 (3,756) 3,756
QAR EUR 2,726 (2,726) 2,713 (2,713)
usD CAD (14,097) 14,097 (11,105) 11,105
usD EUR (2,094) 2,094 (6,643) 6,643
usD GBP (1,967) 1,967 (2,166) 2,166
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Management of interest rate risk

HOCHTIEF is exposed to interest rate risk through financial items primarily consisting of interest-bearing marketable
securities on the assets side and financial liabilities on the liabilities side of the balance sheet. Two approaches are
used to minimize this risk. Firstly, the Company uses natural hedging, meaning that it eliminates contrary interest
rate risk from non-derivative financial instruments on the asset and liabilities side. The second method is to use
interest rate derivatives. These generally take the form of interest rate swaps used in accordance with the Group
annual financing strategy to manage cash flow risk from changes in interest rates for variable-rate financial items.
As with currency derivatives, hedges for Group companies—with the exception of hedges in the CIMIC Group—
are mainly administered via HOCHTIEF Aktiengesellschaft. There are also parallel regulations and guidelines, and
derivatives are used solely for hedging (i.e. not speculatively) as a matter of principle. As a fundamental rule the
counterparties for derivatives entered into externally are banks with a top credit rating.

The following table shows the fair values of interest rate derivatives, changes in their fair values, and their maxi-
mum remaining maturities:

(EUR thousand) Dec. 31,2017 Dec. 31, 2016
Assets
Interest rate swaps
for hedging purposes (no cash flow hedge accounting) 397 165
397 165

Liabilities and shareholders’ equity

Interest rate swaps

for hedging purposes (no cash flow hedge accounting) 23 -

Changes in fair value

of derivatives held for hedging purposes (no cash flow hedge accounting)
— recognized immediately in profit or loss 209 63

Maximum remaining maturity

(months)

for hedging purposes (no cash flow hedge accounting) 363 363
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The following sensitivity analyses demonstrate the impact that a one percentage point change in the respective
market interest rate would have had on equity and profit. The analysis is based on holdings as of the balance sheet
date.

Dec. 31, 2017 Dec. 31, 2016
Market interest rate Market interest rate
(EUR thousand) 1% increase 1% decrease 1% increase 1% decrease

Change in equity due to market value fluctuations of inte-

rest rate derivatives used for hedging (cash flow hedge ac-

counting) and of fixed-interest securities measured at fair

value through other comprehensive income (OCI) (1,593) 1,591 (1,863) 1,862

Change in profit or loss due to unhedged variable rate inte-
rest rate exposures on primary financial instruments and to
market value fluctuations in derivative financial instruments
(no cash flow hedge accounting) (1,157) 1,107 86 (211)

Management of other price risk

Other price risk results at HOCHTIEF from investing in current and non-current non-interest-bearing marketable
securities, chiefly shares, that are classified as available for sale and therefore measured at fair value through other
comprehensive income. In addition, price risk stems from participating interests that are classified as available for
sale, to the extent that they are measured at fair value. Such items are shown in the following table. Participating
interests measured at amortized cost because their fair value cannot be reliably measured are not included.

(EUR thousand) Dec. 31,2017  Dec. 31, 2016
Price risk exposure on non-current assets 65,683 61,878
Price risk exposure on current assets 229,076 194,395

HOCHTIEF actively manages price risk. Continuous monitoring and analysis of the markets make it possible to
marshal investments at short notice. This allows the Company to detect negative developments on the capital
market at an early stage and take appropriate action. The changes relative to the prior year result from ongoing
active portfolio management as part of Group-wide risk management. Derivatives are used to control price risk
only in exceptional instances.
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The following table shows the fair values of equity options and stock forward contracts:

(EUR thousand) Dec. 31,2017 Dec. 31, 2016
Assets
Equity options and stock forward contracts
for hedging purposes (cash flow hedge accounting) 4,616 10,756
for hedging purposes (no cash flow hedge accounting) 45,114 51,384
49,730 62,140
Liabilities and shareholders’ equity - -
Changes in fair value
of derivatives held for hedging purposes (cash flow hedge accounting)
— recognized in other comprehensive income (6,140) 10,756
of derivatives held for hedging purposes (no cash flow hedge accounting)
— recognized immediately in profit or loss (6,270) 42,325
Maximum remaining maturity
(months)
for hedging purposes (cash flow hedge accounting) 15 27
for hedging purposes (no cash flow hedge accounting) 120 132

The following sensitivity analyses demonstrate the impact on HOCHTIEF Group equity and profit that would result
from a 10% fluctuation in the market value of derivative and non-derivative financial instruments. The analysis is

based on holdings as of the balance sheet date.

Dec. 31, 2017 Dec. 31, 2016

Market value Market value

10% 10% 10% 10%
(EUR thousand) increase decrease increase decrease
Change in equity due to changes in market price of
unimpaired securities 22,908 (22,908) 19,440 (19,440)
Change in equity due to changes in value of unimpaired
participating interests measured at fair value 6,568 (6,568) 6,188 (6,188)
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Management of credit risk
The HOCHTIEF Group is exposed to credit risk from operations and from certain financing activities.

HOCHTIEF performs risk management for operations by continuously monitoring trade receivables at divisional
level. If a specific credit risk is detected, it is countered by recognizing an individual impairment in the necessary
amount.

The HOCHTIEF Group has given third parties financial guarantees and loan commitments in respect of Group
companies. Financial guarantees and loan guarantees are only given in respect of companies with top credit
standing, restricting to a minimum the probability of the guarantees being drawn upon.

The maximum credit risk exposure of financial assets is equivalent to their carrying amounts in the balance sheet.
However, the actual credit risk exposure is lower due to collateral given in favor of the HOCHTIEF Group. The
maximum risk exposure on financial guarantees issued by HOCHTIEF is the maximum amount to be paid by
HOCHTIEF. The maximum credit risk for loan commitments is the amount of the commitment. As of December 31,
2017, the maximum credit risk from financial guarantees and loan commitments amounted to EUR 80,844 thou-
sand (2016: EUR 97,509 thousand). No recourse has ever been made to these guarantees provided by HOCHTIEF
and, in light of the financial circumstances, none is currently anticipated for the future.

HOCHTIEF accepts collateral to secure contract performance by subcontractors, subcontractors’ warranty obliga-
tions, and claims to remuneration. Such collateral includes guarantees relating to warranty obligations, contract
performance, advance payments, and receivables. Acceptance of collateral is governed by a HOCHTIEF work
instruction. Among other aspects, this covers the contractual drafting, implementation, and management of all
agreements. The detailed rules vary according to factors such as the country jurisdiction and applicable case law.
In the case of credit risk, HOCHTIEF examines the credit rating of the party providing the collateral for all guaran-
tees accepted. HOCHTIEF uses external specialists (such as rating agencies) to assess credit standings where
possible. The fair values of accepted collateral are not disclosed as they regularly cannot be measured reliably as a
rule.

The following table shows unimpaired financial assets that are past due:

Dec. 31,2017 Dec. 31, 2016
Up to 30 31 to 60 61 to0 90 Over 90 Up to 30 31to 60 611090 Over 90
(EUR thousand) days days days days days days days days
Trade receivables 93,362 17,208 12,233 80,808 112,396 14,301 8,724 98,710
Other current receivables
and other current finan-
cial assets - - - 4 - - - -
93,362 17,208 12,233 80,812 112,396 14,301 8,724 98,710
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The age structure of financial assets that are past due is shaped by industry-specific factors. Receipt of payment
depends on acceptance of the contract works (inspection) and invoice checking, which can often take a relatively
long time, especially for large-scale projects. Most of the unimpaired financial assets that are past due are from
public-sector clients and industrial companies with top credit ratings.

Individually impaired financial assets are shown below:

Dec. 31, 2017 Dec. 31, 2016
Gross  Impairment Net carrying Gross  Impairment Net carrying
carrying amount carrying amount
(EUR thousand) amount amount
Trade receivables 279,319 158,654 120,665 267,553 149,213 118,340
Financial receivables
Non-current 27,854 27,736 118 47,807 42,557 5,250
Current 15,334 6,049 9,285 16,718 6,288 10,430
Other current receivables and
other current financial assets 419 177 242 1,456 210 1,246
322,926 192,616 130,310 333,534 198,268 135,266

The impairments in trade receivables mostly consist of impaired contracting-related claims, as is typical for the

industry.

The following table shows changes in impairments on financial assets in 2017 and in the prior year:

Reconciliation of changes in impairments

Jan. 1, 2016 Changes* Dec. 31, Changes* Dec. 31,
2016/ 2017

(EUR thousand) Jan. 1, 2017
Trade receivables 154,551 (5,338) 149,213 9,441 158,654
Financial receivables

Non-current 42,223 334 42,557 (14,821) 27,736

Current 8,777 (2,489) 6,288 (239) 6,049
Other current receivables and other current financial
assets 247 (87) 210 (83) 177

205,798 (7,530) 198,268 (5,652) 192,616

With regard to financial assets that are neither past due nor impaired, there are currently no indications of any
need to recognize impairments for reasons relating to credit ratings.
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Capital risk management

The HOCHTIEF Group manages capital with the aim of ensuring that all Group companies can continue to operate
as a going concern. The Group keeps the cost of capital as low as possible by optimizing the balance between
equity and debt as the need arises. These measures primarily serve to secure the best possible credit standing as
well as to maximize shareholder returns.

The Group’s capital structure consists of the balance sheet items comprising net debt (defined as current and
non-current liabilities less cash and cash equivalents) and shareholders’ equity. The Risk Reporting Committee
assesses and examines the Group’s capital structure at regular intervals, taking into account the risk-adjusted cost of
capital.

The overall capital risk management strategy did not change in the reporting year compared with the prior year.
Additional information on financial instruments

In the following, carrying amounts and fair values are shown for each class of financial instrument and carrying
amounts for each IAS 39 category as of December 31, 2017 and December 31, 2016.
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2017 Carrying amount by category Not belonging to any category
Financial assets Financial liabilities
Available Held for Loans and Held for At amortized Hedge Not covered by Total Total fair
for sale trading receivables trading cost accounting IFRS 7 carrying value
and finance amounts Dec. 31,
leases Dec. 31, 2017
(EUR thousand) 2017
Assets
Other financial assets
At fair value 65,683 - - - - - - 65,683 65,683
At amortized cost 7,845 - - - - - - 7,845 n.a.
73,528 - - - - - - 73,528 65,683
Financial receivables
Non-current - - 835,518 - - - - 835,518 835,518
Current - - 144,183 - - - - 144,183 144,183
Trade receivables - - 2,698,995 - - - 2,119,236 4,818,231 4,818,231
Other receivables and
other financial assets
Non-current
At fair value - 45,510 - - - 5,093 - 50,603 50,603
At amortized cost - - - - - - - - -
Not covered by IFRS 7 - - - - - - 108,182 103,182 108,182
- 45,510 - 5,093 103,182 153,785 153,785
Current
At fair value - 322 - - - 5,461 - 5,783 5,783
At amortized cost - - 273,585 - - - - 273,585 273,585
Not covered by IFRS 7 - - - - - - 132,568 132,568 132,568
- 322 273,585 - - 5,461 132,568 411,936 411,936
Marketable securities* 428,759 - - - - - - 428,759 428,759
Cash and cash equiva-
lents - - 3,094,924 - - - - 3,094,924 3,094,924
Liabilities and
shareholders’ equity
Financial liabilities
Non-current - - - - 2,180,855 2,380 - 2,183,235 2,256,830
Current - - - - 233,839 1,722 - 235,561 235,561
Trade payables - - - - 5,480,181 - 885,828 6,366,009 6,366,009
Other liabilities
Non-current
At fair value - - - 59 - 199 - 258 258
At amortized cost - - - - 85 - - 85 85
Not covered by IFRS 7 - - - - - - 29,990 29,990 29,990
- - - 59 85 199 29,990 30,333 30,333
Current
At fair value - - - 2,611 - 1,252 - 3,863 3,863
At amortized cost - - - 191,987 - - 191,987 191,987
Not covered by IFRS 7 - - - - - - 302,482 302,482 302,482
- - - 2,611 191,987 1,252 302,482 498,332 498,332

*For explanatory notes on marketable securities, please see Note 23.
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2016 Carrying amount by category Not belonging to any category
Financial assets Financial liabilities
Available Held for Loans and Held for At amortized Hedge Not covered by Total Total fair
for sale trading receivables trading cost accounting IFRS 7 carrying value
and finance amounts Dec. 31,
leases Dec. 31, 2016
(EUR thousand) 2016
Assets
Other financial assets
At fair value 61,879 - - - - - - 61,879 61,879
At amortized cost 9,683 - - - - - - 9,683 n.a.
71,562 - - - - - - 71,562 61,879
Financial receivables
Non-current - - 818,579 - - - - 818,579 818,579
Current - - 55,985 - - - - 55,985 55,985
Trade receivables - - 2,696,596 - - - 2,328,664 5,025,260 5,025,260
Other receivables and
other financial assets
Non-current
At fair value - 54,714 - - - 10,839 - 65,553 65,553
At amortized cost - - - - - - - - -
Not covered by IFRS 7 - - - - - - 115,188 115,188 115,188
- 54,714 - 10,839 115,188 180,741 180,741
Current
At fair value - 642 - - - 1,085 - 1,727 1,727
At amortized cost - - 321,175 - - - - 321,175 321,175
Not covered by IFRS 7 - - - - - - 127,395 127,395 127,395
- 642 321,175 - - 1,085 127,395 450,297 450,297
Marketable securities* 463,424 - - - - - - 463,424 463,424
Cash and cash equiva-
lents - - 2,847,426 - - - - 2,847,426 2,847,426
Liabilities and
shareholders’ equity
Financial liabilities
Non-current - - - - 1,628,051 5,270 - 1,633,321 1,742,913
Current - - - - 1,028,972 17,962 - 1,046,934 1,031,706
Trade payables - - - - 5,361,662 - 1,106,705 6,468,367 6,468,367
Other liabilities
Non-current
At fair value - - - - - 557 - 557 557
At amortized cost - - - - 252 - - 252 252
Not covered by IFRS 7 - - - - - - 36,032 36,032 36,032
- - - - 252 557 36,032 36,841 36,841
Current
At fair value - - - 24 - 3,654 - 3,678 3,678
At amortized cost - - - 258,669 - - 258,669 258,669
Not covered by IFRS 7 - - - - - - 292,994 292,994 292,994
- - - 24 258,669 3,654 292,994 555,341 555,341

*For explanatory notes on marketable securities, please see Note 23.
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As current financial instruments have short remaining maturities and are measured at market value, their carrying
amounts generally correspond to market value as of the balance sheet date. Non-current securities in the available-
for-sale category are measured at fair value through other comprehensive income (OCI); as such, their carrying
amounts also correspond to fair value.

Shares in non-consolidated subsidiaries and other participating interests are measured at fair value if fair value can
be reliably determined. Otherwise, such items are measured at cost in the available-for-sale category.

In the disclosures on the fair value hierarchy for financial instruments measured at fair value as set out below, fair
value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly trans-
action between market participants at the measurement date under current market conditions (i.e., the exit price).
For non-financial assets, fair value is measured assuming the highest and best use of the asset by market partici-
pants. The following three-level hierarchy is applied that reflects the observability of the inputs to valuation tech-
niques used to measure fair value.

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities; e.g. quoted securities.

Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either
directly (as prices) or indirectly (derived from prices); e.g. interest rate swaps and forward exchange contracts.

Level 3: No relevant observable inputs available, hence unobservable inputs are determined as an exit price from
the perspective of a market participant that holds the asset or owes the liability; e.g. investments measured at fair

value determined by business valuation.

Disclosures relating to the fair value hierarchy for financial instruments measured at fair value

Dec. 31,2017 Dec. 31, 2016

(EUR thousand) Level 1 Level 2 Level 3 Level 1 Level 2 Level 3
Assets
Other financial assets 1,005 687 63,991 1,270 20,506 40,103
Other receivables and other assets

Non-current - 5,489 45,114 - 14,169 51,384

Current - 5,783 - - 1,727 -
Marketable securities 396,204 2,565 - 409,821 53,603 -
Liabilities
Other liabilities

Non-current - 258 - - 557 -

Current - 3,863 - - 3,678 -

There were no transfers of assets measured at fair value between Level 1 and Level 2 of the fair value hierarchy in
the reporting year. This means that there were likewise no changes in Level 3.
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In Level 3, the fair value of investments in unlisted entities is measured using generally recognized valuation tech-
niques based on discounted cash flow analysis. The unobservable inputs used for this purpose are an internal rate
of return of 9%, growth rates of between 2.5% and 3.0%, and required discount rates of between 10% and 15%.
Call options are measured using Monte Carlo simulation. Assumed inputs are an expected exercise period of one
to ten years, an EBITDA multiplier of six to twelve times, and a 15% discount factor. Changes in the unobservable
inputs have no material effect on total comprehensive income, total assets and liabilities, or equity.

Reconciliation of beginning to ending balances for Level 3 measurements of financial instrument fair values

Balance as of Currency Gains/(losses) Other Balance as of
Jan. 1, 2017 adjustments  recognized in profit changes Dec. 31,2017
(EUR thousand) or loss
Other financial assets 40,103 (2,922) 25,464 1,346 63,991
Other receivables and other assets
Non-current 51,384 (6,270) - - 45114
Current - - - - -
Balance as of Currency Gains/(losses) Other Balance as of
Jan. 1, 2016 adjustments  recognized in profit changes  Dec. 31, 2016
(EUR thousand) or loss
Other financial assets 83,331 943 1,036 (45,207) 40,103
Other receivables and other assets
Non-current - 886 50,498 - 51,384
Current - - - - -

As in the prior year, the amounts recognized in profit or loss are accounted for in net income from other participating
interests; the remaining changes are accounted for in other comprehensive income.

Financial assets with a carrying amount of EUR 210,134 thousand are pledged as collateral for recognized financial
liabilities and unrecognized contingent liabilities as of December 31, 2017 (2016: EUR 191,004 thousand).

The following table shows the net profit from financial instruments by IAS 39 category:

Net profit from financial instruments

(EUR thousand) 2017 2016
Available for sale 48,369 12,107
Held for trading (7,178) 60,431
Loans and receivables 66,197 16,710
Liabilities at amortized cost (158,166) (161,793)

(50,778) (72,545)
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The calculation of net profit from financial instruments includes interest income and expenses, impairments and
impairment reversals, income and expenses from currency translation, dividend income, gains and losses on

disposal, and other changes in the fair value of financial instruments recognized in income.

Impairment losses on financial assets in the reporting year

(EUR thousand) 2017 2016
Non-consolidated subsidiaries and other participating interests — measured at fair value 4,071 -
Non-current financial receivables 4,714 3,948
Current financial receivables 131 8,505
Trade receivables 5,792 2,122
Other current receivables and financial assets 35 98
14,743 14,673
35. Contingencies, commitments, and other financial obligations
(EUR thousand) Dec. 31,2017 Dec. 31, 2016
Obligations under guarantees 409,486 700,518

Of this total, obligations in the amount of EUR 405,136 thousand (2016: EUR 696,099 thousand) relate to associates
and joint ventures, of which in turn EUR 404,603 thousand (2016: EUR 694,986 thousand) is accounted for by the
CIMIC Group. The remaining commitments and potential obligations relate to HOCHTIEF Aktiengesellschaft and
primarily serve as security for bank loans, contract performance, warranty obligations, and advance payments. Most
guarantees given by HOCHTIEF Aktiengesellschaft as of the reporting date related to participating interests and
construction joint ventures. HOCHTIEF Aktiengesellschaft is also jointly and severally liable for all construction joint
ventures in which it has an interest in Germany.

Material guarantee facilities

Total available Utilized Expires

(EUR billion) 2017 2016 2017 2016
HOCHTIEF AG

Syndicated guarantee facility (EUR) 1.20 1.50 0.80 0.78 August 2022

Further guarantee facilities (EUR) 16.47 1.68 15.82 1.08 n.a.
Turner/Flatiron

Bonding (USD) 7.30 7.30 6.76 5.78 n.a.

Flatiron syndicated guarantee (CAD) 0.25 0.25 0.11 0.16  December 2018
CIMIC

Syndicated guarantee facility (AUD) 1.05 1.28 0.78 1.14 July 2018

Further guarantee facilities (AUD) 3.81 3.82 2.51 2.24 n.a.
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In the context of the takeover offer submitted in October 2017 for all outstanding shares in Abertis Infraestructuras,
S.A., HOCHTIEF Aktiengesellschaft furnished the Spanish Securities Market Commission, CNMV, with a bank
guarantee in the amount of the EUR 15 billion loan provided for the financing of the takeover. This commitment to
CNMV is required under Spanish law stipulating that on announcement of a takeover offer, a guarantee must be
given for the cash needed in the transaction in order to secure the cash tranche of the offer. The guarantee lapses
as soon as the takeover offer is accepted and the loan is thus drawn or if the takeover offer expires.

The EUR 1.2 billion syndicated guarantee facility continues to be a central long-term financing instrument for HOCHTIEF
Aktiengesellschaft. A syndicated five-year credit facility originally due to expire in April 2019 comprising a EUR 1.5
billion guarantee facility tranche and a EUR 0.5 billion credit facility tranche was successfully refinanced ahead of
schedule at significantly improved terms in August 2017. The new syndicated facility for a total of EUR 1.7 billion with
a term to August 2022 and extension options of up to two more years consists of a guarantee facility tranche totaling
EUR 1.2 billion and a credit facility tranche for EUR 0.5 billion that can be drawn on a revolving basis. The facility
permits the furnishing of guarantees for ordinary activities, mainly of the HOCHTIEF Europe division.

Group order exposure from awarded capital expenditure projects is EUR 92,183 thousand (2016: EUR 55,707
thousand) and mostly relates to the CIMIC Group in the amount of EUR 91,881 thousand (2016: EUR 55,448 thousand).
There are cash call commitments in the amount of EUR 10,100 thousand (EUR 2016: EUR 10,607 thousand) to
non-consolidated entities in the HOCHTIEF Asia Pacific division.
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The term breakdown of minimum lease payments under operating leases is as follows:

Operating leases

Dec. 31,2017 Dec. 31, 2016

(EUR thousand) Nominal value Nominal value
Due within 1 year 215,680 198,043
Due in 1-5 years 438,180 421,346
Due after 5 years 131,739 183,142

The obligations from operating leases mainly relate to plant and machinery leased by the CIMIC Group. Lease
payments under operating leases came to EUR 262,085 thousand in 2017 (2016: EUR 282,874 thousand).

Several companies in the HOCHTIEF Asia Pacific division have a number of leasing arrangements. These companies
concerned are financed by third parties and HOCHTIEF itself holds neither interests in their equity nor assets such
as loans or receivables. Relevant activities are managed by third parties under contractual agreement and therefore
they are not consolidated. The minimum lease payments under operating leases come to EUR 123,486 thousand
(2016: EUR 129,693 thousand).

Amounts due under long-term tenancies are EUR 116,716 thousand (2016: EUR 146,725 thousand). The term for
which such tenancies cannot be terminated is between two and ten years (2016: two and eleven years). The amounts
due under tenancies are partly offset by anticipated rental income of EUR 48,937 thousand (2016: EUR 61,174
thousand).

Other financial obligations include EUR 40,690 thousand (2016: EUR 69,314 thousand) in commitments relating to
shareholder loans and under long-term contracts for the supply of goods and services.

Legal disputes

HOCHTIEF Group companies are involved in various legal disputes and arbitration proceedings in the context of
their operating activities. As currently assessed, however, HOCHTIEF does not anticipate that the disputes and
arbitration proceedings will have any material adverse impact on the Group’s business and financial situation.
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36. Segment reporting

HOCHTIEF’s structure reflects the operating focus of the business as well as the Group’s presence in key national
and international regions and markets. Segmental reporting in the HOCHTIEF Group is based on the Group’s divi-
sional operations. The breakdown mirrors the Group’s internal reporting systems.

The Group’s reportable segments (divisions) are as follows:

HOCHTIEF Americas encompasses the construction activities of operational units in the USA and Canada

HOCHTIEF Asia Pacific pools the construction activities and contract mining in the Asia-Pacific region

HOCHTIEF Europe brings together the core business in Europe as well as selected other regions and designs,
develops, builds, operates, and manages real estate and infrastructure.

Corporate comprises Corporate Headquarters, other activities not assignable to the separately listed divisions, includ-
ing management of financial resources and insurance activities, plus consolidation effects. Insurance activities are
managed from Corporate Headquarters under the responsibility of HOCHTIEF Insurance Broking and Risk Manage-
ment Solutions GmbH with various companies in Luxembourg, including Builders Reinsurance S.A. The HOCHTIEF
insurance companies primarily provide reinsurance offerings for contractors’ casualty and surety, subcontractor
default, liability, and occupational accident insurance.
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External sales

Sales by division (external

Divisions Intersegment sales
plus intersegment)
2017 2016 2017 2016 2017 2016

(EUR thousand)

HOCHTIEF Americas 11,838,947 10,905,814 - - 11,838,947 10,905,814
HOCHTIEF Asia Pacific 9,077,028 7,302,970 - - 9,077,028 7,302,970
HOCHTIEF Europe 1,604,274 1,586,004 4,776 10,505 1,609,050 1,596,509
Corporate 110,701 113,540 6,570 7,306 117,271 120,846
HOCHTIEF Group 22,630,950 19,908,328 11,346 17,811 22,642,296 19,926,139
Divisions Orginary Shgre of profits and llosses of Interest anq similar
depreciation/  equity-method associates and income

amortization joint ventures
(EUR thousand) 2017 2016 2017 2016 2017 2016
HOCHTIEF Americas 25,446 24,630 70,753 54,309 4,154 4,601
HOCHTIEF Asia Pacific 345,595 227,192 (33,736) (29,623) 25,490 25,312
HOCHTIEF Europe 16,918 26,831 78,198 50,431 4,681 3,603
Corporate 2,255 2,335 - - 7,438 6,344
HOCHTIEF Group 390,214 280,988 115,215 75,117 41,763 39,860
Divisions Carrying amount of equity- Purchases of intangible Net cash (+)/
method investments assets, property, plant, equip- Net debt (-)

ment, investment properties and

financial assets
(EUR thousand) 2017 2016 2017 2016 2017 2016
HOCHTIEF Americas 185,143 183,080 52,744 64,126 972,433 844,236
HOCHTIEF Asia Pacific 249,384 422,378 308,218 678,372 578,483 265,095
HOCHTIEF Europe 127,644 99,439 21,420 52,589 210,577 44,619
Corporate 15,000 - 11,892 1,001 (495,647) (450,077)
HOCHTIEF Group 577,171 704,897 394,274 796,088 1,265,846 703,873

External sales by

Non-current assets

Regions !
customer location

(EUR thousand) 2017 2016 2017 2016
Germany 854,197 935,537 143,262 148,469
Rest of Europe 725,408 575,914 64,427 32,901
Americas 12,043,971 11,082,190 715,876 862,680
Asia 2,205,966 2,336,941 947,071 1,175,003
Australia 6,801,022 4,977,136 858,247 985,654
Africa 386 610 - -
HOCHTIEF Group 22,630,950 19,908,328 2,728,883 3,204,707
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EBITDA Profit before tax (PBT) Net profit

2017 2016 2017 2016 2017 2016
(restated)

292,876 239,551 254,007 203,771 162,595 128,085

1,013,675 734,547 578,893 431,944 275,443 217,359

52,899 68,285 32,538 18,696 23,716 12,465

(65,090) (45,839) (41,819) (33,700) (41,018) (37,426)

1,294,360 996,544 823,619 620,711 420,736 320,483

Interest and similar

Non-cash expenses

expenses
2017 2016 2017 2016
13,138 12,460 126,497 160,809
137,658 124,921 153,567 195,009
16,932 24,859 127,660 119,367
(9,562) (447) 50,314 50,897
158,166 161,793 458,038 526,082
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Explanatory notes to the segmental data

Intersegment sales represent revenue generated between divisions. They are transacted on an arm’s length basis.
External sales mainly comprise revenue recognized using the percentage of completion method in the mainstream
construction business, construction management, and contract mining. The sum of external sales and intersegment

sales adds up to total sales revenue for each division.

The definition of operational earnings/EBIT and EBITDA was harmonized in 2017 and brought into line with the
definition in use at our Group company CIMIC. Profit before tax is derived from operational earnings/EBIT and

EBITDA as follows:

2017 2016
(EUR thousand) (restated)
Profit before tax 823,619 620,711
— Investment and interest income (87,091) (87,415)
— Investment and interest expenses 204,912 210,160
— Net expense relating to long-term loans to equity interests (87,294) (27,900)
Operational earnings/EBIT 904,146 715,556
— Ordinary depreciation and amortization 390,214 280,988
EBITDA 1,294,360 996,544

Ordinary depreciation and amortization relates to intangible assets with finite useful lives, property, plant and

equipment, and investment properties.

The share of profits and losses of equity-method associates and joint ventures comprises income and expenses
from the equity-method associates and joint ventures, including impairment losses, relating to equity-method

investments.

The non-cash expenses consist of additions to provisions.

Purchases comprise additions to intangible assets, property, plant and equipment, investment properties, equity-
method investments (excluding equity-method adjustments), subsidiaries, and other participating interests.

Net cash is made up as follows:

(EUR thousand) Dec. 31,2017 Dec. 31, 2016
Cash and cash equivalents 3,094,924 2,847,426
Marketable securities 428,759 463,424
Current financial receivables 144,183 55,985
Current tax receivables (excluding income taxes) 10,583 7,730
Financial assets included in net cash 3,678,449 3,374,565
Bonds or notes issued, and amounts due to banks 2,382,010 2,647,237
Lease liabilities 4,102 23,232
Financial liabilities to associates 15,203 -
Sundry other financial liabilities 11,288 223
Financial liabilities included in net cash 2,412,603 2,670,692
Net cash 1,265,846 703,873

The non-current assets comprise intangible assets, property, plant and equipment, and the carrying amounts of

equity-method investments.
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37. Notes to the Consolidated Statement of Cash Flows

The Consolidated Statement of Cash Flows classifies cash flows into operating, investing, and financing activities.
Exchange rate effects are eliminated and their influence on the cash position is disclosed separately. Changes in
cash and cash equivalents due to acquisitions and disposals of consolidated companies are shown separately under
cash flow from investing activities. The EUR 163,986 thousand increase in cash and cash equivalents due to con-
solidation changes in the prior year comprised EUR 164,555 thousand in cash and cash equivalents from acquisitions
and EUR 569 thousand in cash and cash equivalents in disposals.

The EUR 3,094,924 thousand (2016: EUR 2,847,426 thousand) year-end total for cash and cash equivalents shown
on the cash flow statement matches the cash and cash equivalents item on the balance sheet. The total comprises
EUR 728 thousand (2016: EUR 728 thousand) in cash in hand, EUR 2,323,094 thousand (2016: EUR 2,209,678
thousand) in cash balances at banks, and EUR 771,102 thousand (2016: EUR 637,020 thousand) in marketable
securities with maturities of no more than three months at the time of acquisition. Cash and cash equivalents to
the value of EUR 196,404 thousand are subject to restrictions (2016: EUR 137,745 thousand).

Cash flow from operations was EUR 1,372,090 thousand in 2017. Cash flow changes as a result of capital expenditure
and asset disposals resulted in a net cash outflow from investing activities of EUR 392,429 thousand. The EUR
465,394 thousand negative cash flow from financing activities mainly comprises dividend payments and debt
repayments. Including exchange rate changes, cash and cash equivalents increased overall by EUR 247,498 thousand.

All non-cash income and expense and all income from asset disposals or arising on deconsolidation is eliminated
in cash flow from operations.

Cash flow from operations included:

e Interest income of EUR 50,633 thousand (2016: EUR 49,381 thousand),

¢ Interest expenses of EUR 158,166 thousand (2016: EUR 161,793 thousand),

e Income tax paid amounting to EUR 86,613 thousand (2016: EUR 83,995 thousand).

After deducting the non-cash component of income from equity-accounted interests, net income received (as
dividends) from such interests was EUR 175,492 thousand (2016: EUR 319,585 thousand).

Divestments relate to the deconsolidation of fully consolidated subsidiaries. This reduced non-current assets by
EUR 2,719 thousand (2016: EUR 23,981 thousand) and current assets by EUR 85,747 thousand (2016: EUR 24,853
thousand). Non-current liabilities decreased by EUR 2,248 thousand (2016: EUR 21,765 thousand) and current liabil-
ities by EUR 38,298 thousand (2016: EUR 12,633 thousand). Of the sale proceeds totaling EUR 54,076 thousand
(2016: EUR 36,655 thousand), EUR 29,076 thousand were settled in cash and cash equivalents as of the reporting
date (2016: EUR 36,655 thousand).

Dividends of EUR 167,044 thousand (2016: EUR 128,473 thousand) were paid to HOCHTIEF’s shareholders in the
reporting year. Dividends paid to non-controlling interest totaled EUR 93,808 thousand (2016: EUR 96,902 thou-
sand), of which EUR 73,048 thousand (2016: EUR 68,796 thousand) relates to the CIMIC Group.
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Liabilities from financing activities changed as follows:

Jan. 1, 2017 Cash changes Non-cash changes Dec. 31, 2017
Borrowings Principal Currency  Changes in
repayments translation the scope of
adjustments consoli-
(EUR thousand) dation
Bonds or notes issued and
amounts due to banks 2,647,237 1,906,812 (2,081,626) (71,898) (18,515) 2,382,010
Financial liabilities to non-con-
solidated subsidiaries and equity
interests 9,563 17,783 (6,198) 229 19 21,396
Lease liabilities 23,232 1,771 (19,186) (1,715) = 4,102
Other financial liabilities 223 21 (207) (633) 11,884 11,288
Total financial liabilities 2,680,255 1,926,387 (2,107,217) (74,017) (6,612) 2,418,796
Jan. 1, 2016 Cash changes Non-cash changes Dec. 31, 2016
Borrowings Principal Currency  Changes in
repayments translation  the scope of
adjustments consoli-
(EUR thousand) dation
Bonds or notes issued and
amounts due to banks 2,472,601 678,170 (745,377) 24,445 217,398 2,647,237
Financial liabilities to non-con-
solidated subsidiaries and equity
interests 7,794 1,616 (2,620) (1) 2,774 9,563
Lease liabilities 171,621 1,804 (188,498) 3,078 35,227 23,232
Other financial liabilities 12,512 213 - (1,837) (10,665) 223
Total financial liabilities 2,664,528 681,803 (936,495) 25,685 244,734 2,680,255
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38. New Accounting Pronouncements

The International Accounting Standards Board (IASB) and the IFRS Interpretations Committee (IFRS IC) have issued
new accounting pronouncements in the form of standards and interpretations that affect the HOCHTIEF Consoli-
dated Financial Statements but do not have to be applied for the 2017 year and in some cases have not yet been
endorsed by the EU:

IFRS 9 Financial Instruments

The new standard on financial instruments is divided into several phases and was published by IASB in its final
version in July 2014. The new standard notably introduces major changes relating to the classification and meas-
urement of financial assets, with classification to be based on the type of business model as well as on contrac-
tual cash flows. In the same connection, impairment assessment is extended from an incurred loss model to an
expected loss model. A new hedge accounting model is also introduced that aims to bring hedge accounting
more closely into line with the risk management activities of the entity. The complete overhaul of IAS 39 with the
publication of IFRS 9 results in additional disclosures. The standard is applicable for annual periods beginning on or
after January 1, 2018. Initial application is retrospective, although transitional provisions apply. The standard was
endorsed by the EU in November 2016.

Accordingly, the HOCHTIEF Group has undertaken an assessment of the impacts of the new standard on classifi-
cation and measurement as well as on hedge accounting, and estimated the following impacts:

e The HOCHTIEF Group does not expect the new standard to have a significant impact on the classification of its
financial assets;

e The HOCHTIEF Group does not hold any financial liabilities at fair value through profit and loss and as such there
is no impact of the new standard on financial liabilities;

* As a general rule, more hedge relationships may be eligible for hedge accounting. Existing hedge relationships
would appear to qualify as continuing hedge relationships upon adoption of the new standard;

¢ |FRS 9 will require extensive new disclosures, in particular surrounding hedge accounting, credit risk and ex-
pected credit losses;

e The HOCHTIEF Group plans to adopt the temporary exemption from IFRS 9 for selected financial instruments
(“overlay approach”);

¢ Based on the HOCHTIEF Group’s analysis, an adjustment in reserves attributable to shareholders and to
non-controlling interests will be recognized in the opening balance at January 1, 2018. The change in method
from recognition of incurred losses to recognition of expected credit losses for impairment of financial assets
might lead to a currently expected adjustment of equity in an amount of around EUR 400 million (after tax). This
adjustment mainly relates to non-current loan receivables from HLG Contracting, having utilized external inde-
pendent advice in determining the estimated expected credit loss when applying IFRS 9;

¢ |n addition to the above management is currently assessing whether any specific project finance obligations
would require the recognition of expected credit losses;

e Otherwise the increase in the loss allowance on financial assets is not expected to be significant.
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IFRS 15 Revenue from Contracts with Customers

IFRS 15 establishes a comprehensive framework for determining the timing and amount of revenue recognized. It
replaces existing guidance, primarily including IAS 18 Revenue and IAS 11 Construction Contracts. The core prin-
ciple of IFRS 15 is that an entity recognizes revenue when control of a good or service transfers to a customer. The
standard will become mandatory for reporting periods beginning on or after January 1, 2018. It was endorsed by the
EU in September 2016.

Significant judgments and estimates are used in determining the impact, such as assessment of the probability of
customer approval of variations and acceptance of claims, estimation of project completion date, and assumed
levels of project execution productivity. In making this assessment we have considered, for applicable contracts,
the individual status of legal proceedings, including arbitration and litigation. The implementation project is ongoing
and therefore all impacts are current estimates subject to finalization prior to final implementation.

Based on current analysis, the HOCHTIEF Group expects the following significant impacts on its financial statements
from the first-time application of IFRS 15:

The contractual terms and the way in which the HOCHTIEF Group operates its construction contracts are predomi-
nantly derived from projects containing one performance obligation. Contracted revenue will continue to be recognized
over time. However, IFRS 15 provides new requirements for variable consideration such as incentives, as well as
accounting for claims and variations as contract modifications, which all impart a higher threshold of probability for
recognition. Revenue is currently recognized when it is probable that work performed will result in revenue, whereas
under the new standard, revenue is recognized when it is highly probable that a significant reversal of revenue
will not occur for these modifications.

Service revenue arises from maintenance and other services supplied to infrastructure assets and facilities, which
may involve a range of services and processes. Under IFRS 15, these are predominantly to be recognized over
time with reference to inputs on satisfaction of performance obligations. The services that have been determined
to be one performance obligation are highly inter-related and fulfilled over time. Revenue therefore continues to be
recognized over time. As with construction revenue, incentives, variations and claims exist which are subject to the
same higher threshold criteria of only recognizing revenue to the extent it is highly probable that a significant rever-
sal of revenue will not happen.
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Currently, under IAS 11, construction contracts costs incurred during the tender process are capitalized
within net contract debtors when it is deemed probable the contract will be won. Under the new standard, costs
can only be capitalized if they are both expected to be recovered and either would not have been incurred if the
contract had not been won or if they are intrinsic to the delivery of a project. Other contract costs and fulfiiment
costs are not expected to be material.

With regard to revenue recognition for fully consolidated companies, the increased revenue recognition re-
quirements under IFRS 15 would, on current estimates, necessitate adjustments to equity in the amount of around
EUR 550 million (after tax).

In the case of equity-method joint ventures, the carrying amount of the investment in a joint venture reflects the
Group’s share of equity including the revenue from construction contracts recognized by the joint venture and
accounted for by the Group as its share of profit or loss. While the joint ventures are not controlled entities, an
analysis of the impact that might be expected has been performed due to the adoption of IFRS 15, based on the
information currently available. In light of this analysis, an adjustment will be recognized to the book value of the
joint ventures in the opening balance as of January 1, 2018. Equity is currently estimated to be reduced by an amount
of around EUR 300 million (after tax). This includes an adjustment in an amount of around EUR 160 million (after tax)
on HLG.

The HOCHTIEF Group does not expect that first-time application of IFRS 15 will result in further significant changes in
its financial statements. This notably applies to the recognition of revenue from mining and mineral processing.

Transition
The HOCHTIEF Group plans to adopt IFRS 15 using the cumulative effect method as of January 1, 2018. As a re-
sult, under IFRS 15, there will be an adjustment to the opening balance of the HOCHTIEF Group’s equity.

Other impacts of IFRS 9 and IFRS 15

Tax impacts and equity adjustments

Adjustments under the two new standards are subject to tax effect accounting and, therefore, the net deferred tax
position will also be impacted by the adjustments discussed above, which are shown net of tax. The current position
outlined above will lead to a net increase in deferred tax assets of around EUR 150 million. The equity adjustments
of first-time application of the two standards are expected to reduce equity by an amount of around EUR 1,250 mil-
lion, with the impact on equity attributable to non-controlling interests amounting to around EUR 250 million.

Impact on cash flows and guidance

Adjustments arising on application of IFRS 9 and IFRS 15 are not expected to have an impact on the cash flows to
be derived by the HOCHTIEF Group. Operational net profit guidance for 2018 takes into account the application of
the new accounting standards.
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IFRS 16 Leases

IFRS 16 specifies how to recognize, measure, and disclose leases. The standard provides a single lessee accounting
model, requiring lessees to recognize right-of-use assets and lease liabilities for almost all leases. Lessor accounting
remains similar to the current standard—i.e. lessors continue to classify leases as finance or operating leases.
IFRS 16 applies to annual reporting periods beginning on or after January 1, 2019 and replaces IAS 17 Leases and
the related interpretations. IFRS 16 was endorsed by the EU in October 2017.

As of the reporting date, the HOCHTIEF Group has non-cancelable operating lease commitments of around EUR
755 million. The Group manages its owned and leased assets to ensure there is an appropriate level of equipment
to meet its current obligations and to tender for new work. The decision as to whether to lease or purchase an
asset is dependent on a broad range of considerations at the time including financing, risk management, and
operational strategies following the anticipated completion of a project.

Some of the operating leases currently held expire prior to the implementation of the standard, and decisions on
future leases will be made as projects are tendered for. As such, the HOCHTIEF Group has not finalized its quanti-
fication of the effects of the new standard. The following impacts are, however, currently expected:

* The total assets and liabilities on the balance sheet will increase with a decrease in total net assets, due to the
reduction of the capitalized asset being on a straight line basis, whilst the liability reduces by the principal
amount of repayments. Net current assets will show a decrease due to an element of the liability being disclosed
as a current liability;

¢ The straight-line operating lease expense will be replaced with a depreciation charge for right-of-use assets and
interest expense on lease liabilities;

 Interest expenses will increase due to the unwinding of the effective interest rate implicit in the lease. Interest
expense will be greater earlier in a lease’s life due to the higher principal value, causing profit variability over the
course of a lease life. This effect may be partially mitigated due to the number of leases held in the HOCHTIEF
Group at different stages of their terms; and

e The principal portion of all lease liabilities will be classified as financing activities.

IFRS 17 Insurance Contracts

This standard published by the IASB in May 2017 will supersede the current IFRS 4 Insurance Contracts. It provides
for various approaches in accounting for insurance contracts. First-time application is expected for reporting peri-
ods beginning on or after January 1, 2021. EU endorsement is still pending. The implications of the new standard
for the HOCHTIEF Group are currently still being analyzed.

In addition, as part of its annual improvements process, the IASB published an omnibus standard, Annual Improve-
ments Cycle 2014-2016, in December 2016 and a further omnibus standard, Annual Improvements Cycle
2015-2017, in December 2017. This involved minor but necessary changes to various standards. The 2014-2016
cycle contains amendments to IFRS 1, IFRS 12, and IAS 28. The 2015-2017 cycle contains amendments to IFRS 3,
IAS 12, and IAS 23. Only the Annual Improvements Cycle 2014-2016 has so far been endorsed by the EU. From
today’s perspective, the changes are not expected to have any material impact on the presentation of the HOCHTIEF
Group’s financial position and financial performance.
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The remaining new pronouncements adopted by the IASB and the IFRS IC are not expected to have any major
relevance to the HOCHTIEF Group. Potential implications for the Consolidated Financial Statements are currently
still being assessed and cannot be conclusively determined until transposed into European law:

e Amendments to IFRS 2 Share-based Payment: Classification and Measurement of Share-based Payment
Transactions

¢ Amendments to IFRS 9 Financial Instruments: Prepayment Features with Negative Compensation

e Amendments to IAS 19 Employee Benefits: Plan Amendment, Curtailment or Settlement

e Amendments to IAS 28 Investments in Associates and Joint Ventures: Long-term Interests in Associates
and Joint Ventures

e Amendments to IAS 40 Investment Property: Transfers of Investment Property

¢ IFRIC 22 Foreign Currency Transactions and Advance Consideration

¢ IFRIC 23 Uncertainty over Income Tax Treatments
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39. Related party disclosures

Significant related parties include ACS, the parent company of HOCHTIEF Aktiengesellschaft. No material transac-
tions were entered into between HOCHTIEF Aktiengesellschaft or any Group company and ACS or its affiliates
during the reporting year.

HLG Contracting, a company accounted for using the equity method, is a related party that is material to the Group
as of the balance sheet date. Transactions with HLG Contracting gave rise to items in the financial statements as
follows:

(EUR thousand) 2017 2016
Loans 681,842 615,145
Receivables - 99,532
Interest income 29,523 24,198

All transactions with related parties were conducted on an arm’s length basis (in the prior year with the exception
of an interest-free loan for EUR 141,820 thousand granted by CIMIC to HLG Contracting). No other material trans-
actions were entered into between HOCHTIEF Aktiengesellschaft or any Group company and Executive or Super-
visory Board members or persons or companies close to them during 2017. There were no conflicts of interest
involving Executive Board or Supervisory Board members.
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40. Total Executive Board and Supervisory Board compensation

The Compensation Report on pages 92 to 95 of this Group Report outlines the principles applied when determining
Executive Board compensation at HOCHTIEF Aktiengesellschaft and explains the amount and composition of that
compensation. The principles applied and the amount of Supervisory Board compensation are also described. The
Compensation Report is based on the recommendations of the German Corporate Governance Code.

Benefits Fernéndez Verdes Legorburo von Matuschka Sassenfeld
granted Chairman of the Executive Board Member of the Executive Board Member of the Executive Board Chief Financial Officer
Date joined: April 15, 2012 Date joined: May 7, 2014 Date joined: May 7, 2014 Date joined: November 1, 2011

2016 2017 2016 2017 2016 2017 2016 2017
(EUR thousand) Granted  Minimum Maximum Granted  Minimum Maximum Granted  Minimum Maximum Granted  Minimum Maximum
Fixed compensation 1,069 1,225 1,225 1,225 318 328 328 328 371 382 382 382 637 656 656 656
Fringe benefits 50 40 40 40 16 16 16 16 26 26 26 26 33 20 20 20
Total 1,119 1,265 1,265 1,265 334 344 344 344 397 408 408 408 670 676 676 676
One-year variable
compensation 1,379 1,610 0 1,610 371 382 0 382 424 437 0 437 743 765 0 765
Multi-year variable
compensation

Long-term incentive
component 1" 1,167 1,274 0 1,274 371 382 0 382 424 437 0 437 743 765 0 765

Long-term incentive
component |17

(5-year term) 1,166 1,274 0 1,274 372 382 0 382 424 437 0 437 742 765 0 765
Total 4,831 5,423 1,265 5,423 | 1,448 1,490 344 1,490 | 1,669 1,719 408 1,719 | 2,898 2,971 676 2,971
Pension expenses
(service and interest
cost) 1,742 1,916 1,916 1,916 233 276 276 276 288 333 333 333 534 628 628 628
Total compensation | 6,573 7,339 3,181 7,339 | 1,681 1,766 620 1,766 | 1,957 2,052 741 2,052 | 3,432 3,599 1,304 3,599
"Transfer of shares with two-year retention period
2Granted as long-term incentive plan/Value at grant date
Benefits Fernandez Verdes Legorburo von Matuschka Sassenfeld
allocated Chairman of the Member of the Member of the Chief Financial Officer

Executive Board Executive Board Executive Board Date joined: November 1, 2011

Date joined: April 15, 2012 Date joined: May 7, 2014 Date joined: May 7, 2014
(EUR thousand) 2017 2016 2017 2016 2017 2016 2017 2016
Fixed compensation 1,225 1,069 328 318 382 371 656 637
Fringe benefits 40 50 16 16 26 26 20 33
Total 1,265 1,119 344 334 408 397 676 670
One-year variable compensation 1,379 1,379 371 371 424 424 743 743
Multi-year variable compensation

Long-term incentive component I” 1,167 1,167 371 371 424 424 743 743

Long-term incentive component Il 707 0 0 0 139 68 1,019 66
Total 4,518 3,665 1,086 1,076 1,395 1,313 3,181 2,222
Pension expenses
(service and interest cost) 1,916 1,742 276 233 333 288 628 534
Total compensation 6,434 5,407 1,362 1,309 1,728 1,601 3,809 2,756

"Transfer of shares with two-year retention period
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The present value of pension benefits for current and former Executive Board members is EUR 100,999 thousand
(2016: EUR 104,427 thousand).

Payments to former members of the Executive Board and their surviving dependents were EUR 5,443 thousand
(2016: EUR 4,471 thousand). Pension obligations to former members of the Executive Board and their surviving
dependents totaled EUR 86,464 thousand (2016: EUR 90,698 thousand).

(EUR thousand) Present value of pension benefits
Fernandez Verdes ig]; :223
Legorburo 581; : (7);2

2017 1,199
von Matuschka 2016 934
Sassenfeld 281; g;gj
Executive Board total Zg:; ::::gzg

Executive Board compensation in relation to offices held at Group companies

For his services in Australia as Executive Chairman of CIMIC in 2017, Mr. Fernandez Verdes received a lump-sum
expense allowance of EUR 337 thousand* and fringe benefits in the amount of EUR 4 thousand*. The stock appre-
ciation rights granted by CIMC to Mr. Fernandez Verdes in 2014 led to an expense in the amount of EUR 6,415
thousand.

Further compensation for the holding of office on the boards of other companies in which HOCHTIEF has a direct
or indirect interest are either not paid out to the Executive Board members or are set off against their Executive

Board compensation.

Total compensation for the members of the Supervisory Board came to EUR 1,954,500 (2016: EUR 1,806,400).
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41. Auditing fees
Fees for services provided in Germany by auditors Deloitte were paid and recognized as expenses as follows:

(EUR thousand) 2017 2016
Financial statement audits 1,247 1,188
Other assurance services 703 163
Tax consulting - 7
Other services performed for HOCHTIEF Aktiengesellschaft 46 -

1,996 1,358

The fees for services provided in Germany relate to services of the appointed Group financial statement auditors
Deloitte GmbH Wirtschaftsprifungsgesellschaft and its affiliates within the meaning of Section 271 (2) of the German
Commercial Code. The fees for financial statement audits relate to fees charged by Group auditors Deloitte for
auditing the HOCHTIEF Group consolidated financial statements, the combined HOCHTIEF Group and HOCHTIEF
Aktiengesellschaft management report, and the financial statements of HOCHTIEF Aktiengesellschaft and its domestic
subsidiaries, together with fees for the review of the half-year financial report as of June 30, 2017, and of the quarterly
financial statements as of September 30, 2017. The auditors provided assurance services for HOCHTIEF Aktien-
gesellschaft in preparation for issuance of comfort letters. Agreed-upon procedures were carried out in accordance
with ISAE 3000—such as the limited assurance report on independent assurance of the non-financial reporting.
Further assurance services related to the profit guidance and to financial information in accordance with IDW PS
480, and pursuant to Section 16 of the Real Estate Agents and Developers Ordinance (MaBV) and Section 20 of the
Securities Trading Act (WpHG). The other services mainly consist of audit-related consulting services.

42. Declaration pursuant to Section 161 of the German Stock Corporations Act
The declaration on corporate governance required by Section 161 of the German Stock Corporations Act (AktG)

has been made available for the general public to view at any time on the HOCHTIEF website.* * For further information on
corporate governance at
HOCHTIEF, please see

43. Events since the balance sheet date and the report on post-balance-sheet events B www.hochtief.com/

On February 6, 2018, the European Commission cleared, under the EU Merger Regulation, the proposed acquisition ~ ¢0Perate-govermance.
of Abertis Infraestructuras, S.A. by HOCHTIEF. After an in-depth investigation, the Commission concluded that the
merged entity would continue to face effective competition in the relevant markets.

44. Use of the exempting provisions in Section 264 (3) (and Section 264b) of the German Commercial
Code

The following domestic, fully consolidated subsidiaries made partial use of the exempting provisions in 2017:
A.L.E.X.-Bau GmbH, Essen,

Deutsche Baumanagement GmbH, Essen,

Deutsche Bau- und Siedlungs-Gesellschaft mbH, Essen,

Eurafrica Baugesellschaft mbH, Essen,

forum am Hirschgarten Nord GmbH & Co. KG (formerly: MK 3 Nord GmbH & Co. KG), Essen,

forum am Hirschgarten Sid GmbH & Co. KG (formerly: MK 3 Sid GmbH & Co. KG), Essen,

HOCHTIEF Americas GmbH, Essen,

HOCHTIEF Asia Pacific GmbH, Essen,

HOCHTIEF Bau und Betrieb GmbH, Essen,

HOCHTIEF Engineering GmbH, Essen,

HOCHTIEF Engineering International GmbH, Essen,

HOCHTIEF Infrastructure GmbH, Essen,

HOCHTIEF Insurance Broking and Risk Management Solutions GmbH, Essen,

HOCHTIEF LLBB GmbH, Essen,

HOCHTIEF OBK Vermietungsgesellschaft mbH, Essen,

HOCHTIEF Offshore Crewing GmbH, Essen,
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HOCHTIEF OPP Projektgesellschaft mbH, Essen,

HOCHTIEF PPP Europa GmbH, Essen,

HOCHTIEF PPP Operations GmbH, Essen,

HOCHTIEF PPP Schulpartner Braunschweig GmbH, Braunschweig,
HOCHTIEF PPP Solutions GmbH, Essen,

HOCHTIEF PPP Transport Westeuropa GmbH, Essen,

HOCHTIEF Projektentwicklung GmbH, Essen,

HOCHTIEF Projektentwicklung “Helfmann Park” GmbH & Co. KG, Essen,
HOCHTIEF Solutions AG, Essen,

HOCHTIEF Solutions Real Estate GmbH, Essen,

HOCHTIEF ViCon GmbH, Essen,

HTP Immo GmbH, Essen,

I.B.G. Immobilien- und Beteiligungsgesellschaft Thiringen-Sachsen mbH, Essen,
LOFTWERK Eschborn GmbH & Co. KG, Essen,

Maximiliansplatz 13 GmbH & Co. KG, Essen,

MK 1 Am Nordbahnhof Berlin GmbH & Co. KG, Essen,

MOLTENDRA Grundstlcks- und Vermietungsgesellschaft mbH & Co. Objekt Mainoffice KG, Frankfurt am Main,
Projektgesellschaft Bérsentor Frankfurt GmbH & Co. KG, Essen,
Projektgesellschaft Konrad-Adenauer-Ufer Kéin GmbH & Co. KG, Essen,
Projektgesellschaft Marco Polo Tower GmbH & Co. KG, Hamburg,
Projektgesellschaft Quartier 21 mbH & Co. KG, Essen,

Projekt Messeallee Essen GmbH & Co. KG, Essen,

SCE Chile Holding GmbH, Essen,

Spiegel-Insel Hamburg GmbH & Co. KG, Essen,

synexs GmbH, Essen,

Tivoli Garden GmbH & Co. KG, Essen,

Tivoli Office GmbH & Co. KG, Essen,

TRINAC GmbH, Essen.

45, Subsidiaries, associates, and other significant participating interests of the HOCHTIEF Group at

December 31, 2017

The complete list of subsidiaries in accordance with the requirements of Section 313 of the German Commercial

Code is published in the Bundesanzeiger (Federal Official Gazette) as well as on our website: www.hochtief.com/
subsidiaries2017
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46. Boards

Supervisory Board
Pedro Lopez Jiménez
Madrid, Chairman of the Supervisory Board of HOCHTIEF Aktiengesellschaft, Member of the Board and of the

Executive Committee of ACS, Actividades de Construccion y Servicios, S.A., Madrid

b) ACS Servicios y Concesiones, S.L. (Chairman)
ACS Servicios, Comunicaciones y Energia, S.L. (Vice-Chairman)
CIMIC Group Limited
Dragados, S.A. (Chairman)

Matthias Maurer*
Hamburg, Deputy Chairman of the Supervisory Board, Chairman of the Central Works Council of HOCHTIEF

Infrastructure GmbH
b) Medizinischer Dienst der Krankenversicherung Mecklenburg-Vorpommern e.V. (Chairman of the Administrative Board)

Angel Garcia Altozano

Madrid, Corporate General Manager of ACS, Actividades de Construccion y Servicios, S.A., Madrid

b) ACS Servicios y Concesiones, S.L.
ACS Servicios, Comunicaciones y Energia, S.L.
Dragados, S.A.
GED Capital
MasMovil Ibercom, S.A.

Dipl.-Ing., Dipl.-Wirtsch.-Ing. Beate Bell

Cologne, Managing Director of immoADVICE GmbH
a) Deutsche EuroShop AG

Christoph Breimann*
Ludinghausen, Head of Technical Office Building of HOCHTIEF Infrastructure GmbH

Carsten Burckhardt*
Dortmund, Member of the Federal Board of IG Bauen-Agrar-Umwelt (the Construction, Agricultural and

Environmental Employees’ Union)
a) Zusatzversorgungskasse des Baugewerbes AG

b) Dein Plus GmbH
DGB-Rechtsschutz GmbH
Urlaubs- und Lohnausgleichskasse der Bauwirtschaft (ULAK)

José Luis del Valle Pérez
Madrid, Member and Secretary of the Board of ACS, Actividades de Construccion y Servicios, S.A., and General
Secretary of the ACS Group, Madrid

b) ACS Servicios y Concesiones, S.L.
ACS Servicios, Comunicaciones y Energia, S.L.
CIMIC Group Limited
Cobra Gestion de Infraestructuras, S.A.
Dragados, S.A.

Dr. rer. pol. h.c. Francisco Javier Garcia Sanz

Braunschweig, Member of the Board of Management of Volkswagen Aktiengesellschaft, Wolfsburg

a) AUDIAG
Dr. Ing. h. c. F. Porsche Aktiengesellschaft
Porsche Holding Stuttgart GmbH
Volkswagen Truck & Bus GmbH

b) Criteria Caixa, S.A.U.
FAW-Volkswagen Automotive Company, Ltd.
SEAT, S.A. (Chairman)
VIL Wolfsburg-FuBball GmbH (Chairman)
Volkswagen China Investment Company Ltd.
Volkswagen Group Espafa-Distribucién (Chairman)
Volkswagen Group of America, Inc. (Chairman)
Volkswagen Navarra S.A. (Chairman)

a) Membership in other super-
visory boards prescribed by
law (as of December 31,
2017)

b) Membership in comparable
domestic and international
corporate governing bodies
(as of December 31, 2017)

* Supervisory Board member
representing employees
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Dipl. oec. Patricia Geibel-Conrad
Leonberg, Business consultancy—Auditing/Tax consultancy in own office

Arno Gellweiler*
Oberhausen, structural engineering and bridge designer,
HOCHTIEF Engineering GmbH, Consult Infrastructure

Luis Nogueira Miguelsanz
Madrid, Secretary-General, Dragados, S.A.

Nikolaos Paraskevopoulos*
Bottrop, Chairman of the European Works Council and Member of the Group Works Council of HOCHTIEF
Aktiengesellschaft; Chairman of the Works Council and Chairman of the Central Works Council of TRINAC GmbH

Sabine Roth*
Ratingen, internal sales administrator

Nicole Simons*
Attorney-at-law and Member of the Federal Board of IG Bauen-Agrar-Umwelt (the Construction, Agricultural and

Environmental Employees’ Union)
a) HOCHTIEF Infrastructure GmbH

Klaus Stiimper*
Lohmar, Chairman of the Group Works Council of HOCHTIEF Aktiengesellschaft

Dipl.-Geol. MBA Christine Wolff

Hamburg, management consultant

a) Berliner Wasserbetriebe A. 6. R.
KSBG Kommunale Verwaltungsgesellschaft GmbH

b) Sweco AB

Supervisory Board Committees
Audit Committee

Angel Garcia Altozano (Chairman)
Carsten Burckhardt

José Luis del Valle Pérez

Patricia Geibel-Conrad

Matthias Maurer

Luis Nogueira Miguelsanz

Sabine Roth

Klaus Stimper (Deputy Chairman)

Human Resources Committee
Pedro Lopez Jiménez (Chairman)
Beate Bell

José Luis del Valle Pérez

Arno Gellweiler

Nicole Simons

Klaus Stimper

Christine Wolff
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Nomination Committee

Pedro Lopez Jiménez (Chairman)
José Luis del Valle Pérez
Christine Wolff

Mediation Committee pursuant to Sec. 27 (3) of the German Codetermination Act (MitbestG)
Pedro Loépez Jiménez (Chairman)

Beate Bell

Matthias Maurer

Nikolaos Paraskevopoulos

Executive Board
Marcelino Fernandez Verdes
Dusseldorf, Chairman of the Executive Board of HOCHTIEF Aktiengesellschaft, Essen and Chief Executive

Officer (CEO) of ACS, Actividades de Construccion y Servicios, S.A., Madrid

b) CIMIC Group Limited (Executive Chairman)
Flatiron Holding, Inc.
The Turner Corporation (Member of the Board of Directors)

Peter Sassenfeld
Duisburg, Member of the Executive Board (Chief Financial Officer — CFO) of HOCHTIEF Aktiengesellschaft, Essen

and Member of the Executive Board of HOCHTIEF Solutions AG, Essen

b) CIMIC Group Limited
Flatiron Holding, Inc.
HOCHTIEF AUSTRALIA HOLDINGS Ltd.
The Turner Corporation

José Ignacio Legorburo Escobar
Dusseldorf, Member of the Executive Board and Chief Operating Officer (COO) of HOCHTIEF Aktiengesellschaft,
Essen, and of HOCHTIEF Solutions AG, Essen

Nikolaus Graf von Matuschka
Aldenhoven/Jichen, Member of the Executive Board and Labor Director of HOCHTIEF Aktiengesellschaft, Essen

and Chairman of the Executive Board and Labor Director of HOCHTIEF Solutions AG, Essen

a) HOCHTIEF Infrastructure GmbH (Chairman)
Malteser Deutschland gGmbH
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Responsibility Statement

To the best of our knowledge, and in accordance with the applicable reporting principles, the consolidated financial
statements give a true and fair view of the assets, liabilities, financial position and profit or loss of the Group, and
the Group management report, which is combined with the management report of HOCHTIEF Aktiengesellschaft,
includes a fair review of the development and performance of the business and the position of the Group, together
with a description of the material opportunities and risks associated with the expected development of the Group.
Essen, February 20, 2018

HOCHTIEF Aktiengesellschaft

The Executive Board

/5 Qi

Marcelino Fernandez Verdes Peter Sassenfeld

N

José Ignacio Legorburo Escobar NIKolaus Grar von Matuschka




Independent auditors’ report

To HOCHTIEF Aktiengesellschaft, Essen/Germany

Report on the audit of the consolidated financial
statements and of the group management report

Audit opinions

We have audited the consolidated financial statements of HOCHTIEF Aktiengesellschaft, Essen/Germany, and its
subsidiaries (the Group), which comprise the consolidated balance sheet as at December 31, 2017, the consoli-
dated statement of earnings, the consolidated statement of comprehensive income, the consolidated statement of
changes in equity and the consolidated statement of cash flows for the financial year from January 1 to December
31, 2017, and the notes to the consolidated financial statements, including a summary of significant accounting
policies. In addition, we have audited the group management report of HOCHTIEF Aktiengesellschaft, Essen/Ger-
many, which was combined with the management report of the Parent, for the financial year from January 1 to De-
cember 31, 2017. In accordance with the German legal requirements, we have not audited the content of the com-
bined management report specified in the “Other information” section of our auditors’ report.

In our opinion, on the basis of the knowledge obtained in the audit,

¢ the accompanying consolidated financial statements comply, in all material respects, with the International Financial
Reporting Standards (IFRS) as adopted by the EU, and the additional requirements of German commercial law
pursuant to Section 315¢ (1) German Commercial Code (HGB) and, in compliance with these requirements, give
a true and fair view of the assets, liabilities, and financial position of the Group as at December 31, 2017, and of
its financial performance for the financial year from January 1 to December 31, 2017, and

e the attached combined management report as a whole provides an appropriate view of the Group’s position. In all
material respects, this combined management report is consistent with the consolidated financial statements,
complies with German legal requirements and appropriately presents the opportunities and risks of future devel-
opment. Our audit opinion on the group management report does not cover the content of the group manage-
ment report specified in the “Other information” section of our auditors’ report.

Pursuant to Section 322 (3) Sentence 1 German Commercial Code (HGB), we declare that our audit has not led to
any reservations relating to the legal compliance of the consolidated financial statements and of the combined
management report.

Basis for the audit opinions

We conducted our audit of the consolidated financial statements and of the combined management report in accord-
ance with Sec. 317 German Commercial Code (HGB) and the EU Audit Regulation (No. 537/2014; referred to sub-
sequently as “EU Audit Regulation”) and in compliance with German Generally Accepted Standards for Financial
Statement Audits promulgated by the Institut der Wirtschaftsprifer (IDW). Our responsibilities under those require-
ments and principles are further described in the “Auditor’'s Responsibilities for the Audit of the Consolidated Finan-
cial Statements and of the Combined Management Report” section of our auditors’ report. We are independent of
the Group entities in accordance with the requirements of European law and German commercial and professional
law, and we have fulfilled our other German professional responsibilities in accordance with these requirements. In
addition, in accordance with Article 10 (2) Point (f) of the EU Audit Regulation, we declare that we have not provided
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non-audit services prohibited under Article 5 (1) of the EU Audit Regulation. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our audit opinions on the consolidated financial
statements and on the group management report.

Key audit matters in the audit of the consolidated financial statements

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
consolidated financial statements for the financial year from January 1 to December 31, 2017. These matters were
addressed in the context of our audit of the consolidated financial statements as a whole and in forming our audit
opinion thereon; we do not provide a separate audit opinion on these matters.

In the following we present the key audit matters we have determined in the course of our audit:

1. Recognition of construction revenue and recovery of related receivables from customer-specific construction
contracts, in particular the claims concerning the project Gorgon LNG Jetty and Marine Structures

2. Recovery of carrying value of goodwill

3. Recovery of carrying value of investment in and loans receivable from HLG

Our presentation of this key audit matter has been structured as follows:

a) Description of the fact (including reference to corresponding information within the consolidated financial state-
ments)

b) Auditor’s response

¢) Key observations

1. Recognition of construction revenue and recovery of related receivables from customer-specific
construction contracts, in particular the claims concerning the project Gorgon LNG Jetty and
Marine Structures

a) A material part of the business activity of the HOCHTIEF Group refers to the handling of customer-specific con-
struction contracts. These primarily relate to the core construction business, construction project management
and contract mining. Here, the rendered service, including the proportionate result, is disclosed under the
revenue according to its stage of completion. The stage is measured as the percentage of completion of work
performed up to the reporting date with respect to the total anticipated work to be performed. Revenue is rec-
ognized as soon as the Executive Board members have assessed all factors relevant to each contract, including
specifically assessing the following as applicable:

e Determination of stage of completion;

e Estimation of the total contract revenue and the total costs including estimation of cost contingencies;

e Determination of contractual entitlement and assessment of the probability of the customer approval of varia-
tions and the acceptance of claims;

¢ Estimation of the project completion date.

The construction contracts are disclosed under the trade receivables and/or trade payables. The components
exceeding the contract price (claims and variations) may bear uncertainties with regard to their recognition and
measurement. The recognition of the contract receivables is based on the Executive Board members’ assessments
about the expected recovery of the amounts. Furthermore, a margin of discretion arises in assessing the recovery
of outstanding receivables.
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The realization of revenue and the recovery of receivables from customer-specific construction contracts were
classified by us as key audit matter since these are, on the one hand, complex facts that are strongly based on
estimations and assessments of the Executive Board members and are, on the other hand, disclosed within the
consolidated balance sheet as at December 31, 2017 with a material amount in form of claims.

In November 2009, the subsidiary CIMIC Group Limited (CIMIC) and its consortium partners were selected by
Chevron as preferred contractors for the project Gorgon LNG Jetty and Marine Structures. The initial acceptance
of the projects took place on August 15, 2014. Major contract modifications arose in course of the project. The
respective claims to the principal have been negotiated since 2015. In connection with the claims at the project
Gorgon LNG Jetty and Marine Structures, an amount of AUD 1.15 billion (EUR 749.4 million) was capitalized as re-
ceivables on the balance sheet at the end of the past financial year. Included therein are not only the claims but also
the costs incurred in this context as well as interest (“total receivables”). The Executive Board members hold the
opinion that CIMIC may claim these total receivables. In line with the relevant accounting standards, CIMIC has re-
corded revenue in the amount of the costs incurred so far. In February 2016, CIMIC was initiating, together with its
business partners, a private arbitration process according to the contractual rules to enforce the open receivables to-
wards the principal Chevron. This process is still running and, since the contractual rules do not stipulate any time
limit for a private arbitration process, the date of completion of these negotiations is not foreseeable at present. In
addition to these private arbitration proceedings, CIMIC commenced proceedings against Chevron within the U.S.
in August 2016 to claim the amounts arisen from the project Gorgon LNG Jetty and Marine Structures also by tak-
ing legal action.

The information provided by the Executive Board members on the realization of the revenue and recovery of the re-
ceivables from customer-specific construction contracts, in particular the information on the project Gorgon LNG
Jetty and Marine Structures, is included in the chapter “Accounting and valuation principles” of the consolidated
notes and “Risks from projects, investments, litigations, authority proceedings and claims of third-parties” in the op-
portunity and risk reporting.

b) Our audit procedures in particular comprised:

e Evaluating material processes from project acceptance to project handling including the audit of the respective
accounting-related key controls,

e Selection of a sample of contracts — in parts for the inspection on-site in Germany and abroad — on the basis of
a risk-orientated and random-based selection; material criteria here were in particular the history of issues identified,
significant unapproved changes, variations and claims, the amount of recognized claims as well as the project
result,

¢ With regard to the projects selected as sample: Obtaining an understanding of the contract terms and condi-
tions, testing of cost to date and forecast costs by means of respective evidence, testing contractual entitlement
for changes, variations and claims recognized within contract revenue to supporting documentation, evaluating
significant exposure to liquidated damages for late delivery as well as evaluating the probability of recovery of
outstanding receivables on the basis of the negotiation state as well as historical information,

¢ With regard to the project Gorgon LNG Jetty and Marine Structures: Audit of the recovery of the outstanding
receivables through estimation of the probability and the date of receipt of payments on the basis of the negotia-
tion state discussed with internal and external lawyers as well as historic information,

* Assessment of the completeness and correctness of the relevant disclosures within the consolidated notes.
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c) The Executive Board members have determined the project-related degrees of completion required for the

customer-specific construction contracts based on detailed project calculations. When assessing the recovery
of claims, the Executive Board members have considered the project-related information gained from negotiations
with the respective customers and, if on hand, juristic statements.

2. Recovery of carrying value of goodwill
a) Within the consolidated balance sheet as of December 31, 2017, goodwill of EUR 1.0 billion (i.e. 7.7% of the bal-

ance sheet total) is disclosed and is subject to an impairment test performed by the entity. The recoverable
amount was determined as a value in use by applying a discounted cash flow model. The impairment test is
subject to a high estimation uncertainty in particular with regard to the applied discounting factors, the ex-
pected new projects and growth rates as well as the future cash flows. This estimation uncertainty goes hand in
hand with a significant margin of discretion on part of the Executive Board members. In doing so, the recovery
of the goodwill disclosed within the consolidated balance sheet was determined by us to be a key audit matter.

The disclosures made by the Executive Board members with regard to the recovery of the goodwill, disclosed
in the consolidated balance sheet, are provided within the chapters “Intangible assets” and “Impairments” within
the “Accounting and valuation principles” as well as within the chapter “Intangible assets” under the “Explana-
tions to the consolidated balance sheet” in the consolidated notes.

b) We performed the following audit procedures on the recovery of the carrying value of goodwill, disclosed within

the consolidated balance sheet, under involvement of experts from the Valuation Services segment.

e Audit of the discounted cash flow model applied by the Executive Board members of the respective division for
the measurement of the recoverable value, determined as value in use, of the goodwiill, disclosed within the
consolidated balance sheet, including a critical assessment of the following assumptions:

— Discounting factor for the respective division;

— Forecast of the future cash flows and capital expenditure of the respective division;

— Growth rates by reference to recent bid wins and pipeline of prospective projects; and
— Terminal growth rates.

In doing so, we have corroborated — to the extent possible — market-related assumptions by reference to external
data.

e Sample-based audits of the mathematical accuracy of the discounted cash flow model used for the respective
division,

e Comparison with the target figures for the single division that were approved by the Executive Board members
as well as performance of a plausibility check for these target figures,

e Assessment of the Group’s historical accuracy of forecasting cash flows of the single division (adherence to
budget),

e Performance of sensitivity analyses for material assumptions for the respective division,

e Understanding of the assumptions on the discounting factor as well as of the profitability forecast,

* Assessment of the completeness and correctness of the relevant disclosures within the consolidated notes,

¢ Reconciliation of the market price used for the listed subsidiary CIMIC with externally available data.
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c) The discounted future cash flows assigned to the goodwill of the respective cash-generating units considerably
exceed the respective carrying values. The valuation parameters and assumptions used by the Executive Board
members are within the range of the industry-specific market expectations.

3. Recovery of carrying value of investment in as well as of the loans receivable from HLG

a) The consolidated balance sheet as at December 31, 2017 includes the investment in HLG Contracting LLL, Qatar,
Oman, Saudi-Arabia and United Arab Emirates, measured at equity, with a book value of AUD 245.6 million
(EUR 160.1 million; corresponding to 1.2% of the balance sheet total). Furthermore, loan receivables, including
interest, from HLG of AUD 1.05 billion (EUR 681.8 million; corresponding to 5.1% of the balance sheet total) are
disclosed. When determining the recoverable amount of the total investment at HLG, the Executive Board
members have a considerable margin of discretion with regard to the numerous assumptions to be made, e.g.
on the discounting rates, current work in hand, future contract wins, the recovery of certain legacy contract re-
ceivables as well as the growth rate of HLG and foreign currency exchange rates.

The recovery of the shares in as well as of the loan receivables from HLG have been classified as key audit matter,
since the testing of the recovery of these material items bears a considerable margin of discretion on part of the
Executive Board members, in particular with regard to the future cash flows and the assumption to be made in
addition.

The information provided by the Executive Board members on the book value of the shares in as well as the
loan receivable from HLG is provided in the chapter “Financial assets measured at-equity” within the “Account-
ing and valuation principles” as well as under the explanations to the consolidated balance sheet within the
chapter “Financial assets measured at-equity” in the consolidated notes.

b) With the assistance of valuation services experts, we have performed the following audit procedures on the
recovery of the total investment at HLG:

¢ Audit of the discounted cash flow model used by the Executive Board members for measuring the recoverable
amount, determined as value in use, of the shares and the loan receivables, including a critical assessment of
the following assumptions:

— Discounting rate;

— Forecast of the future cash flows and capital expenditures;
— Forecast realizability of certain legacy contract receivables;
— Terminal growth rate;

— Foreign currency exchange rates.

In doing so, we have corroborated — to the extent possible — market-related assumptions by reference to external
data.

e Sample-based audit of the mathematical accuracy of the discounted cash flow model.

e Assessment of the historic forecasts on HLG as regards its reliability (adherence to budget).

e Performance of sensitivity analyses for selected assumptions, including the deferral of cash receipts on certain
legacy contract receivables, and the assumptions concerning the revenue of HLG.

e Assessment of the appropriateness of the relevant disclosures within the consolidated notes.
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c) The recoverable amount of the investment and/or the loan receivables determined by the Executive Board mem-
bers is above the book value. The valuation parameters and assumptions used in determining these values are
within the range of the industry-specific market expectations.

Other information
The Executive Board members are responsible for the other information. The other information comprises:

e the statement on corporate governance pursuant to Section 315d German Commercial Code (HGB) included in
the Chapter “Corporate Governance und Compliance” of the combined management report,

¢ the Corporate Governance Report pursuant to No. 3.10 of the German Corporate Governance Code, referred to
in the Chapter “Corporate Governance und Compliance” of the combined management report

e the consolidated non-financial statement included in the combined Annual Financial Report and Sustainability
Report pursuant to Sections 315b to 315¢ German Commercial Code (HGB),

¢ the Executive Board members’ confirmation relating to the consolidated financial statements and to the com-
bined management report pursuant to Section 297 (2) Sentence 4 and Section 315 (1) Sentence 5 German
Commercial Code (HGB) respectively, and

¢ the remaining parts of the combined Annual Financial Report and Sustainability Report, with the exception of the
audited consolidated financial statements and combined management report and our auditors’ report

Our audit opinions on the consolidated financial statements and on the combined management report do not cover
the other information, and consequently we do not express an audit opinion or any other form of assurance con-
clusion thereon.

In connection with our audit, our responsibility is to read the other information and, in so doing, to consider whether
the other information

e is materially inconsistent with the consolidated financial statements, with the combined management report or
our knowledge obtained in the audit, or
e otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this other informa-
tion, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of the Executive Board members and the Supervisory Board for the consolidated
financial statements and the combined management report

The Executive Board members are responsible for the preparation of the consolidated financial statements that
comply, in all material respects, with IFRSs as adopted by the EU and the additional requirements of German com-
mercial law pursuant to Section 315e (1) German Commercial Code (HGB) and that the consolidated financial state-
ments, in compliance with these requirements, give a true and fair view of the assets, liabilities, financial position,
and financial performance of the Group. In addition, the Executive Board members are responsible for such inter-
nal control, as they have determined necessary to enable the preparation of consolidated financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the Executive Board members are responsible for assessing the
Group’s ability to continue as a going concern. They also have the responsibility for disclosing, as applicable, matters
related to going concern. In addition, they are responsible for financial reporting based on the going concern basis
of accounting unless there is an intention to liquidate the Group or to cease operations, or there is no realistic alter-
native but to do so.
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Furthermore, the Executive Board members are responsible for the preparation of the combined management re-
port that, as a whole, provides an appropriate view of the Group’s position and is, in all material respects, consis-
tent with the consolidated financial statements, complies with German legal requirements, and appropriately presents
the opportunities and risks of future development. In addition, the Executive Board members are responsible for
such arrangements and measures (systems) as they have considered necessary to enable the preparation of a com-
bined management report that is in accordance with the applicable German legal requirements, and to be able
to provide sufficient appropriate evidence for the assertions in the combined management report.

The Supervisory Board is responsible for overseeing the Group’s financial reporting process for the preparation of
the consolidated financial statements and of the combined management report.

Auditor’s responsibility for the audit of the consolidated financial statements and the combined
management report

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud or error, and whether the combined management report
as a whole provides an appropriate view of the Group’s position and, in all material respects, is consistent with the
consolidated financial statements and the knowledge obtained in the audit, complies with the German legal require-
ments and appropriately presents the opportunities and risks of future development, as well as to issue an auditors’
report that includes our audit opinions on the consolidated financial statements and on the combined manage-
ment report.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with Section 317 German Commercial Code (HGB) and the EU Audit Regulation and in compliance with German
Generally Accepted Standards for Financial Statement Audits promulgated by the Institut der Wirtschaftsprtfer (IDW)
will always detect a material misstatement. Misstatements can arise from fraud or error and are considered material
if, individually or taken together, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these consolidated financial statements and this combined management report.

We exercise professional judgment and maintain professional skepticism throughout the audit. We also

e |dentify and assess the risks of material misstatement of the consolidated financial statements and of the group
management report, whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for our audit opinions. The
risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal con-
trols.

Obtain an understanding of internal control relevant to the audit of the consolidated financial statements and of
arrangements and measures relevant to the audit of the combined management report in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an audit opinion on
the effectiveness of these systems.

Evaluate the appropriateness of the accounting policies used by the Executive Board members and the reason-

ableness of accounting estimates and related disclosures made by the Executive Board members.
Conclude on the appropriateness of the Executive Board members’ use of the going concern basis of account-
ing and, based on the audit evidence obtained, whether a material uncertainty exists related to events or condi-

tions that may cast significant doubt on the Group’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in the auditors’ report to the related disclosures in
the consolidated financial statements and in the group management report or, if such disclosures are inade-
quate, to modify our respective audit opinions. Our conclusions are based on the audit evidence obtained up to
the date of our auditors’ report. However, future events or conditions may cause the Group to cease to be able
to continue as a going concern.
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¢ Evaluate the overall presentation, structure and content of the consolidated financial statements, including the
disclosures, and whether the consolidated financial statements present the underlying transactions and events in
a manner that the consolidated financial statements give a true and fair view of the assets, liabilities, financial posi-
tion and financial performance of the Group in compliance with IFRSs as adopted by the EU and with the addi-
tional requirements of German commercial law pursuant to Section 315e (1) German Commercial Code (HGB).
Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activi-

ties within the Group to express audit opinions on the consolidated financial statements and on the combined
management report. We are responsible for the direction, supervision and performance of the group audit. We
remain solely responsible for our audit opinions.

Evaluate the consistency of the group management report with the consolidated financial statements, its confor-
mity with German law, and the view of the Group’s position it provides.

Perform audit procedures on the prospective information presented by the Executive Board members in the
group management report. Based on sufficient appropriate audit evidence we evaluate, in particular, the significant
assumptions used by the Executive Board members as a basis for the prospective information, and evaluate the
proper derivation of the prospective information from these assumptions. We do not express a separate audit
opinion on the prospective information and on the assumptions used as a basis. There is a substantial un-
avoidable risk that future events will differ materially from the prospective information.

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide those charged with governance with a statement that we have complied with the relevant inde-
pendence requirements, and communicate with them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable, the related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of
most significance in the audit of the consolidated financial statements of the current period and are therefore the
key audit matters. We describe these matters in our auditors’ report unless law or regulation precludes public dis-
closure about the matter.
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Other legal and regulatory requirements

Further information pursuant to Article 10 of the EU Audit Regulation

We were elected as group auditor by the annual general meeting on May 10, 2017. The Supervisory Board engaged
us on May 10, 2017. We have been the group auditor of HOCHTIEF Aktiengesellschaft, Essen/Germany, without
interruption since the financial year 2006.

We declare that the audit opinions expressed in this auditors’ report are consistent with the additional report to the
audit committee pursuant to Article 11 of the EU Audit Regulation (long-form audit report).

German public auditor responsible for the engagement
Prof. Dr. Holger Reichmann is the auditor responsible for the audit.

Dusseldorf/Germany, February 20, 2018

Deloitte GmbH
Wirtschaftspriifungsgesellschaft

b — |

Signed: Bedenbecker Signed: Prof. Dr. Reichmann
Wirtschaftsprufer Wirtschaftsprufer
[German Public Auditor] [German Public Auditor]
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E IefSi n a o PatraS tO " h ig hway: Working together with international and Greek partners,

HOCHTIEF financed, designed, and built the Elefsina-Patras toll highway in Greece, which was opened
in the summer of 2017. The Company is now also operating the concession.
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Thanks to the cutting-edge Elefsina-Patras a toll highway, road users’ travel time has been reduced by up to 40%,
resulting in a significant increase in quality of life for the population in the rural regions of Achaia and Elis. The safe,
direct route notably provides better links between the northwestern Peloponnese and the Greek capital, Athens. As
with all HOCHTIEF PPP projects, communicating with residents and keeping all those affected by the construction
informed comprehensively was of great importance.

Further Information
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When all the parties involved in a project are connected, everyone stays up to speed. Building Information Model-
ing (BIM) is a synchronized database for construction—and it enables smooth, effective workflows. HOCHTIEF has
been working with this digital model for many years. And the Hampton by Hilton hotel project is no exception.
Here, the HOCHTIEF team is using BIM for multi-company collaboration in a process specialists call “BIG BIM,”
and working jointly with architects, structural engineers, and in-house technicians on the design and permit plan-
ning. Information is consistently recorded and managed—a significant step toward delivering the 208-room hotel
building, which is scheduled to open in 2019.



Index for the 10 Principles of the UN Global Compact
(UNGC) and the Global Reporting Initiative (GRI)

UNGC GRIl index to GRI standards (2016)
principles (for “in accordance”—Core)
Foundation
Part 2 Using the GRI Standards for sustainability reporting
External Page Number Link/notes
Organizational profile
102-1 Name of the organization v 1,2,273
102-2 Activities, brands, products, and services v 3-4, 24-27, 72-85 www.hochtief.com/subsidiaries2017
102-3 Location of headquarters v 273
102-4 Location of operations 4 3-4, 26-27
102-5 Ownership and legal form v 20, 240, 273
102-6 Markets served v 3-4, 24-27, 37-43 www.hochtief.com/clientportal
102-7 Scale of the organization v 271-272 www.hochtief.com/subsidiaries2017
102-8 Information on employees and other workers v 105-113
102-9 Supply chain v 114-117
102-10 Significant changes to the organization and its supply v 114117
chain
7 102-11 Precautionary principle or approach v 89-91 (CoC), 105-113,  www.hochtief.com/commitments
144-151, 130-131 www.hochtief.com/compliance
5,8 102-12 External initiatives 4 2, 142-143 www.hochtief.com/commitments
8 102-13 Membership of associations v 2, 142-143 www.hochtief.com/commitments
2. Strategy
102-14 Statement from senior decision-maker v 9-11, 12-15, 59, 68-69  www.hochtief.com/interview-eb2017
3. Ethics and integrity
1,2,4,5, 102-16 Values, principles, standards, and norms of behavior 5, 29-35, 89-91, 105-
6, 10 v 113, 114-117, 138-151, www.hochtief.com/vision
CoC www.hochtief.com/compliance
4. Governance
102-18 Governance structure v 24-25, 88 www.hochtief.com/corporate-governance
8 5. Stakeholder engagement
102-40 List of stakeholder groups 4 141 www.hochtief.com/sustainability
3 102-41 Collective bargaining agreements v 108-109
102-42 Identifying and selecting stakeholders 4 35, 141 www.hochtief.com/sustainability
102-43 Approach to stakeholder engagement v 35, 141 www.hochtief.com/sustainability
10 102-44 Key topics and concerns raised v 34, 152-155, vgl. Tabelle
S. 263 www.hochtief.com/sustainability
6. Reporting practice
102-45 Entities included in the consolidated financial statements v 26-27, 164-165 www.hochtief.com/subsidiaries2017
102-46 Defining report content and topic boundaries 4 2,138-139
102-47 List of material topics 4 25, 29-35
102-48 Restatements of information v 2,34, 138-139
102-49 Changes in reporting 4 2, 34, 138-139
102-50 Reporting period 4 2
102-51 Date of most recent report v 273
102-52 Reporting cycle 4 2
102-53 Contact point for questions regarding the report v 273
102-54 Claims of reporting in accordance with the GRI Standards 4 2, 261-263
102-55 GRI content index v 261-262
102-56 External assurance v 249-257, 264-265, 266-

267

www.hochtief.com/auditor

CoC = Code of Conduct

CoCB = Code of Conduct for Business Partners
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103-1 Explanation of the material topic and its boundary v 29-35, 138-139
103-2 The management approach and its components 4 24-25, 88-91
103-3 Evaluation of the management approach v 121-134
B o201 |
201-1 Direct economic value generated and distributed v 8, 47, 271-272
201-2 Financial implications and other risks and opportunities 130-131
due to climate change
201-3 Defined benefit plan obligations and other retirement v 128, 200-205
plans
T EEm
203-1 Infrastructure investments and services supported v 29-33, 82-85, 142-143
B cr 2o |
2041 Proportion of spending on local suppliers v 116
10 www.hochtief.com/compliance
205-1 Operations assessed for risks related to corruption 91
205-2 Communication and training about anti-corruption 90
policies and procedures”
205-3 Confirmed incidents of corruption and actions taken v 91, 129
[ crisor fvoterias
3011 Materials used by weight or volume? v 149
301-3 Reclaimed products and their packaging materials v 146
302-1 Energy consumption within the organization? v 150
302-4 Reduction of energy consumption v 148-151
302-5 Redyctions in energy requirements of products and v 148-151
services
A i scs |
303-1 Water withdrawal by source v 147
303-3 Water recycled and reused 4 147
R cri o0
304-1 Operational sites owned, leased, managed in, or adjacent 147
1o, protected areas and areas of high biodiversity value v
outside protected areas
304-2 Significant impacts of activities, products, and services v 140, 147
on biodiversity
304-3 Habitats protected or restored v 147
7
305-1 Direct (Scope 1) GHG emissions v 150
305-2 Energy indirect (Scope 2) GHG emissions v 150
305-3 Other indirect (Scope 3) GHG emissions v 150
306-2 Waste by type and disposal method v 146
7
307-1 Non-compliance with environmental laws and v 131, 145
regulations
308-1 New suppliers that were screened using environmental v 115, 116
criteria

1) Aspect for HOCHTIEF focus area Compliance (number of training courses, security in dealing with competitors)

)
3)
)

2) Aspect for HOCHTIEF focus area Active climate and resource protection (water, biodiversity, climate protection, waste)
Aspect for HOCHTIEF focus area Procurement
4) Aspect for HOCHTIEF focus area Attractive working environment (Occupational safety/health)

5) Aspect for HOCHTIEF focus area Attractive working environment (further training)

CoC = Code of Conduct von HOCHTIEF
CoCB = Code of Conduct for Business Partners

262 Group Report 2017



1’ 2’ 4,
10

2,4,6,
10

Employment

401-1 New employee hires and employee turnover

401-2 Benefits provided to full-time employees that are not
provided to temporary or part-time employees

401-3 Parental leave

Occupational Health and Safety
403-2

fatalities®
Training and Education

GRI 404

4041 Average hours of training per year per employee

404-2 Programs for upgrading employee skills and transition
assistance programs®

404-3 Percentage of employees receiving regular performance

and career development reviews

Human Rights Assessment

412-1 Operations that have been subject to human rights
reviews or impact assessments

412-2 Employee training on human rights policies or
procedures

412-3 Significant investment agreements and contracts that

include human rights clauses or that underwent human

rights screening
Local Communities

413-1 Operations with local community engagement, impact
assessments, and development programs
413-2 Operations with significant actual and potential negative

impacts on local communities

New suppliers that were screened using social criteria

N
hary
o
N

4151 Political contributions

Types of injury and rates of injury, occupational diseases,
lost days, and absenteeism, and number of work-related

Supplier Social Assessment®
Public Policy

External  Page Number Link/notes
review
v 105-106
v 109
v 109
110-113
v
106-107
v 90, 108, 106-107
v 107
v 141
v 90
115 (CoCB)
v
www.hochtief.com/corporate-citizenship
v 140, 142-143
v 140, 142-143
v 115, 116
v 143, CoC

1) Aspect for HOCHTIEF focus area Compliance (number of training courses, security in dealing with competitors)
2) Aspect for HOCHTIEF focus area Active climate and resource protection (water, biodiversity, climate protection, waste)
3) Aspect for HOCHTIEF focus area Procurement

4) Aspect for HOCHTIEF focus area Attractive working environment (Occupational safety/health)

5) Aspect for HOCHTIEF focus area Attractive working environment (further training)

1-10
1-10

7,8,9
7,8,9

Organization-specific indicators in relation to HOCHTIEF’s
major sustainability focus areas

External
review

Page Number Link/notes

Focus area: Attractive working environment
Aspect: Recruitment

Focus area: Procurement
Aspect: Prequalification (number of prequalified business partners)
Aspect: Evaluation (number of evaluations)

Focus area: Sustainable products and services

Aspect: Innovation (BIM as a future-oriented work method)
Aspect: Green building (number of accredited auditors, number of
certified projects)

Aspect: Life cycle

Focus area: Corporate citizenship

Aspect: Supporting local communities

v

AN

AN

106

115
116

102-103
151 www.hochtief.com/rd
148

142-143 www.hochtief.com/b2p
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"We have performed a limited
assurance engagement on the
German version of the chapter
“Sustainability at HOCHTIEF” in
the Group Report and issued
an independent assurance re-
port in German language, which
is authoritative. The following
text is a convenience translation
of the independent practitioner’s
assurance report.
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Independent Practitioner’s Report on a
Limited Assurance Engagement on
Sustainability Information”

To HOCHTIEF Aktiengesellschaft, Essen

Our Engagement

We have been engaged to perform a limited review on the disclosures in the chapter “Sustainability at HOCHTIEF”
in the Group Report 2017 of HOCHTIEF Aktiengesellschaft (hereinafter: “Group Report”), for the period from
January 1 to December 31, 2017. It was not part of our engagement to review any links to internal and exter-
nal sources or future-looking statements.

Management’s Responsibility

The Company’s Executive Board is responsible for the accurate preparation of the chapter “Sustainability at
HOCHTIEF” in accordance with the principles stated in the Sustainability Reporting Standards of the Global Report-
ing Initiative (hereinafter: “GRI-Criteria”) and for the selection of the disclosures to be evaluated.

This responsibility includes the selection and application of appropriate methods of sustainability reporting as well
as making assumptions and estimates related to individual sustainability disclosures, which are reasonable in the
circumstances. Furthermore, the Company’s Executive Board is responsible for such internal control, as it has
considered necessary to enable the preparation of the chapter “Sustainability at HOCHTIEF” that is free from ma-
terial misstatement, whether due to fraud or error.

Practitioner’s Declaration Relating to Independence and Quality

We are independent of the entity in accordance with the provisions under German commercial law and professional
requirements, and we have fulfilled our other ethical responsibilities in accordance with the relevant provisions
within these requirements.

Deloitte GmbH Wirtschaftsprifungsgesellschaft applies the German national legal requirements and the German
profession’s pronouncements for quality control, in particular the by-laws regulating the rights and duties of
“Wirtschaftsprifer” and “vereidigte BuchprUfer” in the exercise of their profession (Berufssatzung fir Wirtschafts-
prifer und vereidigte Buchprtfer) as well as the IDW Standard on Quality Control 1: Requirements for Quality Control
in Audit Firms [IDW Qualitatssicherungsstandards 1: Anforderungen an die Qualitatssicherung in der Wirtschafts-
pruferpraxis (IDW QS 1)], that are consistent with the International Standard on Quality Control 1 (ISQC 1) issued
by the International Auditing and Assurance Standards Board (IAASB).

Practitioner’s Responsibility
Our responsibility is to express a limited assurance conclusion on the disclosures in the chapter “Sustainability at
HOCHTIEF”, based on the assurance engagement we have performed.

We conducted our assurance engagement in accordance with the International Standard on Assurance Engage-
ments (ISAE) 3000 (Revised): Assurance Engagements other than Audits or Reviews of Historical Financial Infor-
mation, issued by the IAASB. This Standard requires that we plan and perform the assurance engagement to al-
low us to conclude with limited assurance that no matters have come to our attention that cause us to believe
that the information disclosed in the chapter “Sustainability at HOCHTIEF” in the Group Report for the period from
January 1 to December 31, 2017 has not been prepared, in all material respects, in accordance with the relevant
GRI-Criteria. In a limited assurance engagement the assurance procedures are less in extent than for a reasonable
assurance engagement and therefore a substantially lower level of assurance is obtained. The assurance proce-
dures selected depend on the practitioner’s professional judgment.



Within the scope of our limited assurance engagement, which was primarily performed from November 2017 to
February 2018, we have performed, amongst others, the following audit procedures and other activities:

¢ Obtaining an understanding of the structure of the sustainability organization and of the stakeholder engagement

e Conducting an on-site visit to the Turner Construction Company in New York as part of an investigation into the
processes for collecting, analyzing and aggregating selected data

e Interviews with legal representatives and employees involved in the preparation of the Group Report regarding
the preparation process, the related internal control system and selected disclosures in the chapter “Sustainabil-
ity at HOCHTIEF” at the Essen site and interviewing, by means of modern communication media, selected con-
tacts of the Asia Pacific, Americas and Europe divisions

¢ |dentification of the likely risks of material misstatement within the chapter “Sustainability at HOCHTIEF” under
consideration of the GRI-Criteria

¢ Analytical evaluation of selected disclosures within the chapter “Sustainability at HOCHTIEF”

e Comparison of selected disclosures with corresponding data in the consolidated financial statements

e Evaluation of the presentation of the selected disclosures regarding sustainability performance.

Assurance Conclusion

Based on the assurance procedures performed and assurance evidence obtained, nothing has come to our atten-
tion that causes us to believe that the disclosures of the chapter “Sustainability at HOCHTIEF” in the Group Report
2017 of HOCHTIEF Aktiengesellschaft, Essen, for the period from January 1 to December 31, 2017 have not been
prepared, in all material aspects, in accordance with the relevant GRI-Criteria. It was not part of our engagement
to review any links to internal and external sources or future-looking statements.

Purpose of the Assurance Statement

We issue this report on the basis of the engagement agreed with HOCHTIEF Aktiengesellschaft. The assurance en-
gagement has been performed for purposes of HOCHTIEF Aktiengesellschaft and the report is solely intended to in-
form HOCHTIEF Aktiengesellschaft as to the results of the assurance engagement.

Liability

The report is not intended to provide third parties with support in making (financial) decisions. Our responsibility lies
solely toward HOCHTIEF Aktiengesellschaft and is limited based on the “Special engagement terms of Deloitte
GmbH Wirtschaftsprifungsgesellschaft” as well as on the “General Engagement Terms for Wirtschaftsprifer and
Wirtschaftsprifungsgesellschaften of the IDW” from January 1, 2017, which were agreed with HOCHTIEF Aktien-
gesellschaft. We do not assume any responsibility towards third parties.

Deloitte GmbH
Wirtschaftspriifungsgesellschaft

Dusseldorf, February 20, 2018

- 1

4 W ,r[{ J\ﬂ%\ &{LQJU!,

L

Signed: (André Bedenbecker) Signed: (p.a. Vinzenz Fundel)

Certified Public Accountant
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1)We have performed a limited
assurance engagement on the
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Financial Group Report and
issued an independent assur-

ance report in German language,

which is authoritative. The fol-
lowing text is a convenience
translation of the independent
practitioner’s assurance report.
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Independent Practitioner’s Report on a
Limited Assurance Engagement on the
Non-Financial Group Report’

To HOCHTIEF Aktiengesellschaft, Essen

We have performed a limited assurance engagement on the Non-Financial Group Report 2017 of HOCHTIEF
Aktiengesellschaft, Essen (hereinafter: “Non-Financial Group Report”) in accordance with § 315b German Commercial
Code (HGB), comprising the information on the business model and to the non-financial aspects for the period
from January 1 to December 31, 2017. It was not part of our engagement to review any links to internal and
external sources or future-looking statements.

Management’s Responsibility

The Company’s Executive Board is responsible for the preparation of the Non-Financial Group Report in accordance
with §§ 315b, 315¢ in connection with 289c to 289e HGB. This responsibility includes the selection and application
of appropriate methods for preparing the Non-Financial Group Report as well as making assumptions and esti-
mates related to individual non-financial disclosures, which are reasonable in the circumstances. Furthermore, the
Company’s Executive Board is responsible for such internal control, as it has considered necessary to enable the
preparation of the Non-Financial Group Report that is free from material misstatement, whether due to fraud or error.

Practitioner’s Declaration Relating to Independence and Quality

We are independent of the entity in accordance with the provisions under German commercial law and professional
requirements, and we have fulfilled our other ethical responsibilities in accordance with the relevant provisions within
these requirements.

Deloitte GmbH Wirtschaftsprifungsgesellschaft applies the German national legal requirements and the German
profession’s pronouncements for quality control, in particular the by-laws regulating the rights and duties of
“Wirtschaftsprifer” and “vereidigte Buchprifer” in the exercise of their profession (Berufssatzung fur Wirtschafts-
prufer und vereidigte Buchprtfer) as well as the IDW Standard on Quality Control 1: Requirements for Quality Con-
trol in Audit Firms [IDW Qualitatssicherungsstandards 1: Anforderungen an die Qualitatssicherung in der
Wirtschaftspriferpraxis (IDW QS 1)], that are consistent with the International Standard on Quality Control 1 (ISQC
1) issued by the International Auditing and Assurance Standards Board (IAASB).

Practitioner’s Responsibility
Our responsibility is to express a limited assurance conclusion on the Non-Financial Group Report, based on the
assurance engagement we have performed.

We conducted our assurance engagement in accordance with the International Standard on Assurance Engage-
ments (ISAE) 3000 (Revised): Assurance Engagements other than Audits or Reviews of Historical Financial Infor-
mation, issued by the IAASB. This Standard requires that we plan and perform the assurance engagement to allow
us to conclude with limited assurance that no matters have come to our attention that cause us to believe that the
information disclosed in the Non-Financial Group Report for the period from January 1 to December 31, 2017 has
not been prepared, in all material respects, in accordance with §§ 315b, 315¢ in connection with 289c¢ to 289e
German Commercial Code (HGB). In a limited assurance engagement the assurance procedures are less in extent
than for a reasonable assurance engagement and therefore a substantially lower level of assurance is obtained.
The assurance procedures selected depend on the practitioner’s professional judgment.



Within the scope of our limited assurance engagement, which was primarily performed from November 2017 to
February 2018, we have performed, amongst others, the following audit procedures and other activities:

¢ Obtaining an understanding of the structure of the sustainability organization and of the stakeholder engagement

e Conducting an on-site visit to the Turner Construction Company in New York as part of an investigation into the
processes for collecting, analyzing and aggregating selected data

e Interviews with legal representatives and employees involved in the preparation of the Non-Financial Group
Report regarding the preparation process, the related internal control system and selected disclosures in the
Non-Financial Group Report at the Essen site and interviewing, by means of modern communication media,
selected contacts of the Asia Pacific, Americas and Europe divisions

¢ |dentification of the likely risks of material misstatement within the Non-Financial Group Report

¢ Analytical evaluation of selected disclosures within the Non-Financial Group Report

e Comparison of selected disclosures with corresponding data in the consolidated financial statements

¢ Evaluation of the presentation of the selected disclosures regarding sustainability performance.

Assurance Conclusion

Based on the assurance procedures performed and assurance evidence obtained, nothing has come to our attention
that causes us to believe that the disclosures of the Non-Financial Group Report of HOCHTIEF Aktiengesellschaft,
for the period from January 1 to December 31, 2017 have not been prepared, in all material aspects, in accord-

ance with §§ 315b, 315¢ in connection with 289c¢ to 289e German Commercial Code (HGB). It was not part of our
engagement to review any links to internal and external sources or future-looking statements.

Purpose of the Assurance Statement

We issue this report on the basis of the engagement agreed with HOCHTIEF Aktiengesellschaft. The assurance
engagement has been performed for purposes of HOCHTIEF Aktiengesellschaft and the report is solely intended
to inform HOCHTIEF Aktiengesellschaft as to the results of the assurance engagement.

Liability

The report is not intended to provide third parties with support in making (financial) decisions. Our responsibility lies
solely toward HOCHTIEF Aktiengesellschaft and is limited based on the “Special engagement terms of Deloitte
GmbH Wirtschaftsprifungsgesellschaft” as well as on the “General Engagement Terms for Wirtschaftsprifer and
Wirtschaftsprifungsgesellschaften of the IDW” from January 1, 2017, which were agreed with HOCHTIEF Aktien-
gesellschaft. We do not assume any responsibility towards third parties.

Deloitte GmbH
Wirtschaftspriifungsgesellschaft

DuUsseldorf, February 20, 2018

3 1

4 W ,.E%F"‘f\ &{J"'Q;-}Uj,

L

Signed: (André Bedenbecker) Signed: (p.a. Vinzenz Fundel)

Certified Public Accountant
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Glossary

Bonding

A statutory form of security used in the U.S. to guaran-
tee performance of public projects, bonding is also
employed for selected other clients. A facility of this
magnitude is necessary in the U.S. market. Whereas
construction projects in the U.S. often have to be bonded
with 100% of the contract value, other jurisdictions
generally call for 10% performance guarantees.

Brownfield projects:

Investment in and management of an existing asset.
Opposed to “greenfield projects”, which refers to proj-
ects that start from bare ground and lack constraints
from prior work, i.e. investment in, construction and
maintenance of entirely new or newly rehabilitated
facilities or infrastructure.

CDP

The Carbon Disclosure Project is a global carbon trans-
parency initiative launched by institutional investors with
the goal of collating corporate climate change informa-
tion and making it publicly available. www.cdp.net/

Contract mining

Contracting out of certain mine owner operations to a
service provider. HOCHTIEF's Group company CIMIC
extracts and processes commodities under long-term
contract. Its services include mine development and
subsequent renaturalization.

Corporate responsibility (CR)
CR relates to the HOCHTIEF-specific contribution to
sustainability that is coordinated by the CR organization.

DGNB (German Sustainable Building Council)
Since January 2009, the German Sustainable Building
Council (DGNB) has awarded DGNB certification to
projects that are environmentally compatible, economi-
cally efficient, and user-friendly. The certification system
addresses all areas of green building. www.dgnb.de

Directors and officers (D&O) insurance

D&O insurance is consequential loss insurance taken
out by a company for its decision-making boards. The
insurance covers the boards’ personal liability risk from
their work for the company under company-law liability
obligations.

Financial covenants
Financial indicators which are negotiated with a loan
and with which the borrower is required to comply.

Global Reporting Initiative (GRI)

The Global Reporting Initiative is a non-profit organiza-
tion established to promote and improve international
sustainability reporting and to develop guidelines for
the purpose. www.globalreporting.org

Greenfield projects:

Projects that start from bare ground and lack constraints
from prior work, i.e. investment in, construction and
maintenance of entirely new or newly rehabilitated facili-
ties or infrastructure. Opposed to brownfield projects,
i.e. investment in and management of an existing asset.

Issuer

An issuer of securities: a company in the case of shares
and a company, public body, the state, or other institu-
tion in the case of bonds.

Lean construction

Lean construction is an integrated approach that takes
into account the entire life cycle of a building for the op-
timized planning and execution of construction projects.

Long-term incentive plan (LTIP)

A long-term incentive plan is an incentives system or

pay component offered to selected managerial staff so
that they participate in the company’s long-term suc-
cess, thus securing their loyalty to the company.



Lost Time Injury Frequency Rate (LTIFR)

LTIFR represents the number of accidents per million
hours worked. Under international standards, acci-
dents are counted from the first working day lost.

OSHEP
The HOCHTIEF Group’s occupational safety, health,
and environmental protection organization.

Percentage of completion (PoC) method
Method of accounting for long-term contracts that
computes the applicable costs and revenues gener-
ated by the project up to the reporting date. Revenues,
expense, and earnings are thus reported in line with
the progress of a project to date. This method super-
sedes the “realization principle” stipulated by the Ger-
man Commercial Code, which does not allow profits
from construction contracts to be recognized until
the fiscal year in which a project is formally accepted
by the client.

Phasing out

If, based on current findings, a decision has been made
o no longer engage specific subcontractors or suppliers,
they are tagged as blocked in the system and thus
“phased out” of the pool of potential trading partners.

PreFair

A collaborative contracting model at HOCHTIEF in which
building is preceded by a preconstruction phase. Plan-
ning management prevents inconsistencies in the plan-
ning process, optimizes coordination, and reduces the
risk of supplemental work. Timely teamwork among all
those involved in the project ensures reliable schedul-
ing and budgeting as well as quality assurance.

Public-private partnership (PPP)

Cooperation between the public sector and private-
sector entities. A characteristic feature of such coopera-
tion is that the parties pursue common objectives and
interests as regards the project itself even though they
differ in terms of their broader functions.

Scope 1/2/3 in relation to greenhouse gas
emissions

Direct and indirect emissions of CO, and other green-
house gases, divided in accordance with the Green-
house Gas Protocol (GHGP) into scopes relating to the
emission sources included. Scope 1: direct emission
sources in the possession or control of the company;
Scope 2: indirect emissions from consumption of energy
by the company; Scope 3: other indirect emissions
from the company’s supply chain.

Services:

At HOCHTIEF, the term “services” relates to maintenance
and operating services. In the Australian market, this
covers the following sectors: roads, non-residential
building, mining, light and heavy manufacturing, elec-
tricity, water and wastewater, rail, telecommunications,
ports, defense, and gas pipelines. In Germany, facility
management services comprise the following: facility
cleaning, building services, security guard services,
catering/restaurant/canteen operation, commercial
management, energy management, garden and land-
scape maintenance, contracting, industrial cleaning,
(small-scale) plant engineering, reception and office
services, fleet management, and logistics.
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Further terms and explana-
tions are provided in the Inves-
tor Relations section of the
HOCHTIEF website, www.
hochtief.com, where you will
find a detailed glossary.
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Stakeholders

Internal and external groups that either significantly influ-
ence the economic, ecological, and social performance
of HOCHTIEF or may do so in the future, or that are
significantly affected by the Group’s economic, ecologi-
cal, and social performance or may be so in the future.
Stakeholder management serves the purpose of sys-
tematically surveying and giving strategic consideration
to the requirements of key stakeholder groups with re-
gard to sustainable, responsible business practices
and HOCHTIEF’s public positioning.

Sustainability

Defined at HOCHTIEF as a systematic approach to
harmonizing economy, ecology, and social responsibility
in business activities with the aim of securing the long-
term viability of the Company.

Syndicated guarantee facility

A loan facility structured by an international banking
syndicate in order to furnish financial guarantees by
way of assurance for clients.

UNGC (United Nations Global Compact)

The UN strategic policy initiative for businesses com-
mitted to aligning their operations and strategies with
ten accepted principles. www.unglobalcompact.org

Work done

This reporting term covers all construction work com-
pleted by the company itself, together with its fully con-
solidated subsidiaries, and by joint ventures on a pro
rata basis, plus all other sales generated by non-con-
struction operations during the reporting period.



¢ Our five year summary

Five Year Summary

2013 2014 2015 2016 2017

New orders (EUR million) 21,912 22,041 21,553 24,813 30,443
Of total: domestic 1,870 1,716 1,133 1,395 884

international 20,042 20,325 20,420 23,418 29,559

Work done (EUR million) 24,630 24,246 23,948 22,292 24,518
Of total: domestic 2,130 1,463 1,025 1,039 1,069

international 22,500 22,783 22,923 21,253 23,449

Order backlog at year-end (EUR million) 35,885 36,255 36,023 43,088 44,644
Of total: domestic 2,507 2,270 2,357 2,739 2,470

international 33,378 33,985 33,666 40,349 42,174

Employees at year-end (number) 75,433 53,247 44,264 51,490 53,890
Of total: domestic 5,662 3,909 3,548 3,449 3,403
international 69,771 49,338 40,716 48,041 50,487

External sales (EUR million) 22,499 22,099 21,097 19,908 22,631
Increase/(decrease) on prior year (%) -11.9 -1.8 -4.5 -5.6 13.7
Materials (EUR million) 15,541 15,746 15,484 14,778 16,229
Materials ratio (%) 69.3 71.3 73.3 74.6 71.9
Personnel costs (EUR million) 4,731 4,416 3,656 3,285 4,120
Payroll ratio (%) 211 20.0 17.3 16.6 18.2
Depreciation and amortization (EUR million) 686 440 414 288 396
Profit from operating activities (EUR million) 586 (75) 575 629 765
Net income from participating interests (EUR million) 210 118 156 115 177
Net investment and interest income (EUR million) (266) (220) (208) (123) (118)
Profit before tax—continuing operations (EUR million) 530 (177) 523 621 824
Of which:  Americas (EUR million) 94 108 155 204 254

Asia Pacific (EUR million) 230 (115) 424 432 579

Europe (EUR million) 63 (73) (27) 19 33
Pre-tax return on sales (%) 2.4 -0.8 2.5 3.1 3.6
Profit after tax—continuing operations (EUR million) 371 (132) 333 433 582
Profit after tax—discontinued operations (EUR million) 174 538 - - -
Profit after tax—total (EUR million) 545 406 333 433 582
Return on equity (%) 16.5 13.1 10.6 16.8 23.0
Consolidated net profit/(loss)—continuing operations (EUR million) 71 (122) 208 320 421
Consolidated net profit/(loss)—discontinued operations (EUR million) 100 374 - - -
Consolidated net profit/(loss)—total (EUR million) 171 252 208 320 421
EBITDA*—continuing operations (EUR million) 1,587 1,000 1,143 997 1,294
EBITDA*—discontinued operations (EUR million) 321 897 - - -
EBITDA*—total (EUR million) 1,908 1,897 1,143 997 1,294
Operational earnings (EBIT)*—continuing operations (EUR million) 901 559 729 716 904
Operational earnings (EBIT)*—discontinued operations (EUR million) 272 847 - - -
Operational earnings (EBIT)*—total (EUR million) 1,173 1,406 729 716 904
Earnings per share—continuing operations (EUR) 0.98 (1.77) 3.11 4.98 6.55
Earnings per share—discontinued operations (EUR) 1.39 5.41 - - -
Earnings per share—total (EUR) 2.37 3.64 3.11 4.98 6.55
Dividend per share (EUR) 1.50 1.90 2.00 2.60 3.38**
Dividends paid (EUR million) 115 132 139 167 217
Free cash flow from operations” (EUR million) (214) 322 985 986 1,120

* EBITDA and EBIT have been redefined in 2017 and the figures for 2016 restated accordingly.

** Proposed dividend per share

" Free cash flow from operations: Cash flow from operations and cash flow from purchases and disposals of intangible assets, of property, plant and equipment, and of investment
properties
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2013 2014 2015 2016 2017
(restated)*
Assets
Intangible assets (EUR million) 830 866 883 1,322 1,192
Property, plant and equipment (EUR million) 1,378 1,305 1,116 1,178 960
Investment properties (EUR million) 16 15 14 12 9
Financial assets (EUR million) 774 1,028 1,104 776 651
Other non-current assets (EUR million) 803 997 1,013 1,324 1,148
Non-current assets (EUR million) 3,801 4,211 4,130 4,612 3,960
As % of total assets 25.4 27.7 31.1 32.8 29.7
Inventories (EUR million) 1,159 919 768 559 425
Receivables and other assets (EUR million) 6,344 6,590 4,828 5,562 5,419
Marketable securities and cash and cash equivalents (EUR million) 3,313 3,327 3,386 3,311 3,524
Assets held for sale (EUR million) 334 172 158 33 21
Current assets (EUR million) 11,150 11,008 9,140 9,465 9,389
As % of total assets 74.6 72.3 68.9 67.2 70.3
Total assets (EUR million) 14,951 15,219 13,270 14,077 13,349
Liabilities and Shareholders’ Equity
Attributable to the Group (EUR million) 2,266 2,178 2,144 1,814 1,788
Non-controlling interest (EUR million) 1,028 933 1,008 757 746
Shareholders’ equity (EUR million) 3,294 3,111 3,147 2,571 2,534
As % of total assets 22.0 20.4 23.7 18.3 19.0
As % of non-current assets 86.7 73.9 76.2 55.7 64.0
Non-current provisions (EUR million) 748 829 803 864 77
Non-current financial liabilities (EUR million) 2,700 3,073 2,355 1,633 2,183
Other non-current liabilities (EUR million) 169 80 98 72 63
Non-current liabilities (EUR million) 3,617 3,982 3,256 2,569 2,963
As % of total assets 24.2 26.2 24.5 18.2 22.2
Current provisions (EUR million) 921 1,156 818 822 729
Current financial liabilities (EUR million) 727 982 309 1,047 236
Other current liabilities (EUR million) 6,392 5,988 5,740 7,068 6,887
Current liabilities (EUR million) 8,040 8,126 6,867 8,937 7,852
As % of total assets 53.8 53.4 51.8 63.5 58.8
Total assets (EUR million) 14,951 15,219 13,270 14,077 13,349
Property, plant and equipment ratio? (%) 9.2 8.6 8.4 8.4 7.2
Total capital expenditure, including acquisitions (EUR million) 1,453 716 455 796 394
Of total: Intangible assets (EUR million) 42 26 12 13 18
Of total: Property, plant and equipment (EUR million) 890 565 264 260 339
Of total: Investment properties (EUR million) - - - - -
Of total: Financial assets (EUR million) 521 125 179 523 37
Capital expenditure ratio® (%) 21.3 13.9 7.0 6.0 8.9
Depreciation and amortization ratio® (%) 73.6 74.5 150.0 105.5 110.9
Receivables turnover® 3.9 4.0 4.4 4.2 4.6
Total assets turnover® 1.4 1.5 1.5 1.5 1.7
Net cash/(net debt) (EUR million) (40) 4707 805 704 1,266

2Property, plant and equipment ratio: Property, plant and equipment as a percentage of total assets

3Capital expenditure ratio: Capital expenditure on intangible assets, property, plant and equipment and investment properties as a percentage of cumulative cost of acquisi-

tion

“Depreciation and amortization ratio: Depreciation and amortization as a percentage of intangible assets, property, plant and equipment and investment properties

SReceivables turnover: Ratio of sales to average trade receivables
8Total assets turnover: Ratio of sales to average total assets
7ncluding receivables from the disposal of discontinued activities.

*Adjusted due to finalization of the purchase price allocation from the UGL acquisition as of December 31, 2016. Please see Note 1 of the Notes to the Consoli-

dated Financial Statements for explanatory notes on the adjustment.
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Forward-looking statements

This Group Report contains forward-looking statements. These statements reflect the current views,
expectations and assumptions of the Executive Board of HOCHTIEF Aktiengesellschaft concerning
future events and developments relating to HOCHTIEF Aktiengesellschaft and/or the HOCHTIEF
Group and are based on information currently available to the Executive Board of HOCHTIEF Aktien-
gesellschaft. Such statements involve risks and uncertainties and do not guarantee future results
(such as profit before tax or consolidated net profit) or developments (such as with regard to possible
future divestments, planned investments or acquisitions, general business activities or business
strategy). Actual results (such as profit before tax or consolidated net profit), dividends and other
developments (such as with regard to possible future divestments, planned investments or acquisi-
tions, general business activities or business strategy) relating to HOCHTIEF Aktiengesellschaft
and the HOCHTIEF Group may therefore differ materially from the expectations and assumptions
described or implied in such statements due to, among other things, changes in the general eco-
nomic, sectoral and competitive environment, capital market developments, currency exchange
rate fluctuations, changes in international and national laws and regulations, in particular with re-
spect to tax laws and regulations, the conduct of other shareholders, and other factors. Any infor-
mation provided on dividends is additionally subject to the recognition of a corresponding unappro-
priated net profit in the published separate financial statements of HOCHTIEF Aktiengesellschaft for
the fiscal year concerned and the adoption by the competent decision-making bodies of HOCHTIEF
Aktiengesellschaft of appropriate resolutions taking into account the prevailing situation of the Com-
pany. Aside from statutory publication obligations, HOCHTIEF Aktiengesellschaft does not assume
any obligations to update any forward-looking statements.

Contacts

HOCHTIEF Investor Relations
Michael Pinkney

Head of Corporate Strategy
Tel.: + 49 201 824-1824
investor-relations@hochtief.de

HOCHTIEF Investor Relations
Tobias Loskamp

Head of Capital Markets Strategy
Tel.: + 49 201 824-1871
investor-relations@hochtief.de

Nadine Warmer

Investor Relations Officer

Tel.: + 49 201 824-2127
investor-relations@hochtief.de

HOCHTIEF CR Coordinator

Michael Koélzer

Tel: + 49 201 824-2637
corporate-responsibility@hochtief.de

HOCHTIEF Corporate Communications
Dr. Bernd Putter

Tel: + 49 201 824-2610
bernd.puetter@hochtief.de

HOCHTIEF Corporate Governance/Compliance
Georg von Bronk

Tel: + 49 201 824-2995
georg.von-bronk@hochtief.de

HOCHTIEF Human Resources
Martina Steffen

Tel: + 49 201 824-2624
martina.steffen@hochtief.de

Current financial calendar
II www.hochtief.com/ir-calendar

This Group report is a translation of the original

German version, which remains definitive.

For the pdf of this Group report including references to fur-

ther information, please see II www.hochtief.com/gr17.

The editorial deadline for this Group report was February 19, 2018;

the report was published on February 21, 2018.
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