

Principal events up until the 3rd quarter:

Despite the fact that the markets in which Befesa operates continue to suffer in a generalized manner from the effect of the economic crisis, we can see a slight improvement in the fall of the principal economic indicators. This is reflected in the company’s results for the first three quarters of 2009, with a moderation of the drop in sales compared to previous months.
Because of this, the recycling and treatment of industrial waste segment saw a 39% reduction in its level of sales compared to the same period in 2008. 

As an offset to the waste segment, the water business segment is seeing very large growth in 2009 so far, with a 43% increase in sales compared to the same period in 2008.

The principal event in Befesa Agua was the closure of a deal to finance the design, construction and operation for 25 years of the seawater desalination plant in Qingdao, in China. Total investment is 135 million euros, which will be financed by a syndicate of Chinese banks.
At Befesa, the necessary measures have been taken to adjust the level of activity to the current market levels. This, together with the management policies which have been applied for some time now, means that Befesa’s units for recycling and treatment of industrial waste are behaving reasonably better than the markets they deal with.

By Business Units, we can highlight the following:

· Aluminum Waste Recycling – Up to the third quarter of 2009, 192,000 tons of waste with aluminum content have been treated, compared to the 251,000 tons in the same period of 2008, a 24% reduction in the volume treated.
The Befesa Escorias Salinas (salt slags) plant in Valladolid has obtained the Integrated Environmental Authorization (AAI). The purpose of the AAI is to establish a system of prevention, reduction and monitoring of the pollution of the atmosphere, water and soil, by the facilities submitted to it; it integrates into a single administrative act all the environmental authorizations which exist regarding the production and management of waste.
Last June saw the culmination of the process of company reorganization within the Aluminum business unit, with the simplified merger of the companies Befesa Aluminio Bilbao (acquiring company), Befesa Aluminio Valladolid (acquired), Aluminio Catalán (acquired) and Alugreen (acquired). The new company resulting from the merger has changed its business name to Befesa Aluminio, S.L., but keeps the registered address and Tax Identification Code (CIF) of the acquiring company Befesa Aluminio Bilbao, S.L.

On 2nd June 2009, the controlled company MRH Residuos Metálicos, S.L., after the creation of two subsidiaries in Germany, Befesa Slazschlacke GmbH and Befesa Salzschlacke Sud, GmbH, spent 24 million euros on the acquisition of a group of production assets specializing in the treatment and recycling of salt slags. The assets bought by Befesa consist of three production plants located in the German cities of Hannover, Lünen and Töging, which have the most cutting-edge technology currently available on the market, and a joint capacity for the treatment of 380,000 tons of waste a year. The operation was carried out with the approval of the German Competition authorities. All of the external financing was provided by Commerzbank, in the framework of a non-recourse operation.

This acquisition makes Befesa the principal manager of salt slags in Europe, a market with a potential of around 1,000,000 tons a year and, thanks to its experience and the technological know-how accumulated over the years, it has considerable possibilities of developing into new projects in other markets such as, for example, the North American market.
· Steel and Galvanization Waste Recycling – Up until the third quarter of 2009, 363,000 tons of steel and galvanization waste were treated in the company’s plants in Sweden, Germany, France and Spain, a 28% decrease on the 505,000 tons treated in the previous fiscal year.
· Industrial Waste Management - Up until the third quarter of 2009, 634,000 tons of industrial waste were treated, down 30% on the figure of 904,000 tons treated in 2008. 

Befesa Gestión de Residuos Industriales has bought 100% of the company Derivados de Pinturas, S.A (Derpinsa), which specializes in the treatment and recycling of solvents and other industrial wastes. Derpinsa, founded in 1981, is authorized by the Catalonia Waste Agency for the recycling of solvents using distillation processes and for the temporary storage of wastes. Its facilities in Montornés del Vallés (Catalonia) have a centre for collection and transfer of special wastes which have the best available technology (BAT) for the treatment of solvents. With the acquisition of Derpinsa, Befesa will incorporate into its industrial waste management business its first centre for transfer and recovery of solvents in Catalonia, allowing it to offer the producers of waste in this autonomous region an integral management and treatment service.

The Regional Council of Castilla y León, through its Environment Department, has awarded the companies Befesa Gestión de Residuos Industriales, Hergonsa, Arcebansa and Biotrans a contract to build a new non-hazardous waste centre in this region, for an amount in excess of 30 million euros. The center will be built in Ampudia (Palencia), and will have the ability to manage the treatment of the fifteen different types of industrial wastes most produced in this region and will recycle 70 percent of them: this will mean that less than a third of these wastes will end up in disposal sites. The project will generate 34 direct jobs, as well as other socio-economic advantages for the surrounding communities. 

Befesa Gestión de Residuos Industriales (BGRI), through its industrial cleaning division, has signed a contract with Enel for the chemical cleaning and compressed air cleaning of its combined cycle thermal power station in Algeciras. The power station is being built in the facilities of the former thermal power station in Algeciras, and has involved the dismantling of the two boilers and the flue, as well as the withdrawal of all the contaminated earth found in the power station, which was also managed by BGRI. This project is a landmark for BGRI, because the action has led to one of the company’s strategic objectives being met: it now has the technical and human resources for expansion into the development of activities in major industrial projects. 

· Water – As an offset to the wastes segment, the water business segment is seeing very large growth in 2009 so far, with a 43% increase in sales on the same period in 2008.
Up until the third quarter of 2009, contracts for significant works have been awarded, notably the following:

The Transport and Public Works Department of the Basque Government awarded Befesa Agua, in a joint venture with Construcciones Intxausti, a contract to construct an energy dissipating element and a wharf on the outer dock of Elantxobe Port, in Vizcaya (Spain), for an amount in excess of 1.8 million euros.

The Tarragona Water Consortium (CAT), has awarded Befesa Agua a contract to build a pilot plant for reverse osmosis. The plant will be installed in the drinking water treatment station (ETAP) in L’Ampolla, to correct the problems of high salt content presented by the water coming out of this water purification plant. The purpose of the pilot plant for reverse osmosis which will be installed in the ETAP in L’Ampolla is to obtain data which can be extrapolated for the design of a future industrial facility with a capacity to produce 150,000 cubic meters of water a day, increasable to 250,000 cubic meters a day. The pilot plant will treat 11.5 cubic meters an hour of water coming out of the ETAP and will eliminate between 90 and 95 percent of the quantity of dissolved salts. The flow rate of dematerialized water will be 95 percent of the flow rate entering the pilot plant, i.e. the rejection will be just five percent.

The state company Aguas de las Cuencas Mediterráneas (Acuamed), the principal instrument of the Ministry of the Environment, and Rural and Marine Environment for the development of the AGUA Program in the Mediterranean basins, has awarded Befesa Agua a contract to draw up a project and carry out the works on the tertiary treatment of the sewage treatment plant in Peñón del Cuervo, in Malaga (Spain), for a figure in excess of 5.5 million euros. The sewage treatment plant treats some 20,000 cubic meters of water a day, and the solution adopted with this action will allow more than 9,000 cubic meters a day to be re-used, and is prepared for a future expansion of a further 9,500 cubic meters a day. It consists of a process of coagulation-flocculation, open filtration, ultra-filtration and ultraviolet disinfection. 

The Environmental Department of the Regional Council of Andalusia, through the Andalusian Water Agency (AAA), has awarded Befesa the contract for the works to modernize the Canal del Viar, which will allow its shared use for irrigation and the water supply for the city of Seville; the cost of these works is in excess of 13 million euros. The Canal del Viar, which dates from 1953, is 84 kilometers long. It currently transports water from the Pintado reservoir for irrigation of a total of approximately 12,000 hectares of fertile plain on the right bank of the Guadalquivir. 

The Bilbao Bizkaia Water Consortium has awarded Befesa, in a joint venture with Construcciones Balzola, a contract to construct a buffer tank in Kurkudi (Vizcaya). The tank will be built totally underground, next to the valve room which currently allows distribution of the supply from the Arriaga-Kurkudi pipeline, and will be formed of two independent chambers with a capacity of 20,000 cubic meters. This work will reinforce the supply for Getxo and Uribe-Kosta, thus guaranteeing a water supply for more than 200,000 inhabitants. 

The Murcia Region Agriculture and Water Department has awarded Befesa a contract for construction of the tertiary treatment of the waste water purifying station (EDAR) in Blanca, Murcia. The aim of the work is to reuse water from the treatment station in agriculture. This treatment, which has a capacity of more than 208 cubic meters an hour, consists of flocculation, open filtration and ultraviolet disinfection. The project will avoid the need to extract almost two cubic hectometers of new resources a year. This work forms part of the Murcia Region General Sanitation and Purification Plan, defined in the Water Use Plan for the Segura Basin. 

The Castilla y León Environmental Department has awarded a contract to Befesa, in joint venture with Zarzuela, S.A., to build the EDAR station in Sanchonuño, in the north of Segovia. As well as the EDAR, the action also includes the building of the sewage pipes necessary to take the waste waters from the current disposal points to the new facilities. The new plant will treat the waste waters using a biological treatment of active sludge in prolonged aeration and will have the capacity to treat 1,400 cubic meters a day.

Elsewhere, Befesa Agua has signed a deal to finance the design, construction and operation for 25 years of the seawater desalination plant in Qingdao, China. The project will involve a total investment of 135 million euros, and will be financed by a syndicate of banks formed by Agricultural Bank of China (the leader of the consortium), Export-Import Bank, China Construction Bank and China Merchants Banks, which will provide non-recourse financing to the shareholders of 70 percent of the investment (94.5 million euros). The desalination plant will be built in the city of Qingdao, the second largest trading port in the north of China, in the province of Shandong. It will have a desalination capacity for 100,000 cubic meters of water a day, and will provide drinking water to a population of 500,000 people. The desalination plant will use reverse osmosis technology with innovative designs, both in the pre-treatment phase (ultrafiltration membranes), and in the centralized pumping system, thereby achieving greater energy efficiency. It is estimated that, in the 25 years of operation, the desalination plant will provide earnings in excess of 654 million euros from the sale of water, and an additional 25 million euros from the technical assistance for its operation. The financial closure of the work represents an important milestone, as it is the first desalination project carried out with project finance and 100% financed by local banks, as well as being a pioneer project for the supply of desalinated water in China.

This project brings to a total of five the contracts obtained by Befesa Agua to operate major desalination plants, totaling 700,000 cubic meters of desalinated water a day and investments, under the project finance system, of 700 million euros. Befesa Agua’s leadership role in the development of desalination projects was recognized in April this year when it was awarded the “Desalination Company of the Year” prize, awarded by the Global Water Intelligence organization, and presented to the company by the Nobel Peace Prize winner, Al Gore.

3.2 Environmental Services 
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Ventas 481,1 630,3 630,3 -23,7%

Ebitda 71,9 84,8 124,8 -15,2%

Ebitda/Ventas 14,9% 13,5% 19,8% 11,1%

BAI 28,1 37,1 63,1 -24,3%

BDI 24,6 26,5 45,2 -7,2%

BDI Dominante 25,0 24,9 41,8 0,4%


To enable us to understand the evolution of the business in the third quarter of 2009 and for it to be comparable with the figures from the same period of 2008, we have included a column called “08/09 Pro forma”, in which we have eliminated the effect on the September 2008 profit and loss account of the sale of the lands in Baracaldo included in it. This allows us to compare the year-on-year figures in a homogeneous manner, obtaining a comparative picture adjusted to the reality of the evolution of Befesa’s business in 2009.
Up until the third quarter of 2009, the Group’s sales in the Environmental Services Business saw a decrease on the previous fiscal year of 149.2 million euros, a reduction of 23.7%. This worsening is a result of the reduction in the volume of waste treated in all the Group areas, because of the international crisis we are currently experiencing. 

As regards the comparable EBITDA, there was a reduction compared to the third quarter of 2008 of 12.9 million euros, a worsening of 15% compared to the previous fiscal year. It is worth highlighting that the EBITDA/Sales ratio was 14.9%, achieving a 1.4% increase on the previous year. 
For their part, the EAT and the EAT according to the Parent Company in this third quarter of 2009 are 24.6 and 25 million euros, respectively; these equate to a 7.2% reduction in the EAT, and a 0.4% increase in the EAT according to the Parent Company compared to the previous fiscal year pro forma. 
Relevant facts communicated to the CNMV (Stock Market Commission)
List of Relevant Facts corresponding to the first quarter of 2009

· Document from 02/25/09
Remittance of information on the results for the second half-year of 2008.
· Document from 03/02/09
Notification of the Annual Corporate Governance Report for the 2008 fiscal year 2008.
· Document from 03/11/09
Notification of the calling of the Ordinary General Meeting of Shareholders to be held on April 15th, 2009, proposal for agreements and mandatory reports.
· Document from 03/20/09
Communication of the change in the Chairman of the Audit Committee, because of expiry of the legal term of office. 

· Document from 04/16/09
Notification to the CNMV of the agreements adopted by the Ordinary General Meeting of April 15th, 2009 and the text of the agreements, with the mandatory reports.

· Document from 06/08/09
Notification to the CNMV of the acquisition of 3 salt slag recycling plants, in Germany.

· Document from 10/21/09
Notification to the CNMV of the resignation of a Director and replacement with another one, appointed by cooptation.
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