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LETTER FROM THE CHAIRMAN
OF THE BOARD OF DIRECTORS

Dear shareholders:

| am very pleased once again to be able
fo write fo you this year to inform you
about the progress of Alba and ifs investee
companies in the past financial year.

Starting with a brief review of the global
macroeconomic situation, we need

to highlight that in 2018, and for the
second consecutive year, all major global
economies had good growth data.
However, during the year, concern about

a potential cycle change grew, highlighted
by the uncertainty generated by frade
tensions between the US and China and
the potential impact on economic growth

of the expected end of the expansionary
monetary policies in the US and, to a lesser
extent, in the Eurozone. As we will see
later, these uncertainties had their impact on
markets in the last part of the year.

Additionally, other events occurred that
were more local or regional in nature,
which despite not having the overall
impact of the aforementioned events,
confributed from time to fime to raising
the perception of increased economic
risk. Among these, we can highlight the
currency crisis in Argentina, the “yellow
vests” protests in France, the growing
tension in Venezuela or the substantial

10

CORPORACION FINANCIERA ALBA ANNUAL REPORT 2018

increase in support for populist parties

in many countries. VWorth mentioning is

the UK's exit process from the EU which,
although it appears largely discounted by
markets, has not yet been concluded and
we should not exclude the possibility of a
disorderly disconnection with unpredictable
consequences.

At the end of 2018 and early 2019,
central banks in the US and Europe, in view
of the signs of a slowdown, have changed
the announced trend for normalisation of
their monetary policies, extending current
loose monetary policies and, in any

case, delaying interest rate rises and the
withdrawal of non-conventional stimulus in
the EU. Although this delay in normalising
monetary conditions appears fo have been
positively taken by markets and could
extend the expansion of the economic
cycle a litfle further, we need to note

that the seemingly high sensitivity of the
macroeconomic variables to any minimum
monetary policy variation is nothing more
than another example of the growing
fragility of the economic growth.

As for Spain, the economy grew
significantly again in 2018, with real GDP
increasing by 2.5%, the largest of the main
countries in the European Union. Quarterly
GDP has grown steadily in our country since



September 2013 and presents reasonable
prospects for the short and medium term.
Thus, the market consensus points to an
increase in real GDP of 2.1% in 2019
and 1.9% in 2020, once again outpacing
the expected growth in the large Eurozone
economies. However, after several
consecutive years of real GDP growth
exceeding 3.0% per annum, growth in
2018 has been less than expected at the
start of the year and the outlook for 2019
and beyond already suggests a moderation
in economic growth, more in line with
expectations for the European Union as a
whole. In addition, in recent months there
has been a downward review of growth
forecasts in Europe — including Spain —
and other regions, which is an example

of the incipient economic slowdown
indicated above.

With respect to other key economic
variables discussed in previous years,
although all of them continued to improve
in Spain during 2018, in my opinion some
of them remain a concern in the medium
term, especially if the moderation of the
economic growth is confirmed.

So, for example, public deficit at the end
of 2018 was 2.7% of GDP, down from
3.1% in the previous year. Public debt
increased by 2.3% in 2018, to 1.2 trillion

euros, with lower growth than in previous
years. The public debtto-GDP ratio fell
slightly during the year, to under 98%

at the end of the year. Although this is
positive, the concern remains that despite
having one of the largest economic
growths in the Eurozone, public deficits

in Spain are among the largest in the
region while government debt continues to
increase year affer year. Debtto-GDP ratio
remains very close to its historic high, more
than tripling the pre-crisis level of 2008.
This situation could become problematic
for public finances in the future in a
macroeconomic recession environment.

For its part, in 2018 economic growth
continued to drive the labour market in
our country. According to the Labour
Force Survey, last year the number of
unemployed fell by 462,400 (-12.3% in
the year, to 3.3 million unemployed) and
the number of employed increased by
566,200 (+3.0%, to 19.6 million), which
allowed the unemployment rate to fall to
14.5% by the end of the year (16.6%

in December 2017). However, despite
the significant recovery in this area in
recent years, the labour market in Spain
is sfill far from the pre-2008 situation,
with continued high youth unemployment
problems, high proportion of temporary
confracts in new hires and low wages.
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LETTER FROM THE CHAIRMAN
OF THE BOARD OF DIRECTORS

The recovery in the labour market is
allowing an increase in the number of
people enrolled in the Social Security, but
it is insufficient to solve the public pension
situation, which is subject to the long-term
effect of the progressive ageing population.
While current political fragmentation does
not appear to favour the adoption of
longterm structural agreements, | believe
the sustainability of the pension system is
probably one of the biggest economic
and social challenges our country faces
and whose solution requires the greatest
possible consensus. As we have discussed
in previous years, the country needs to
conduct an in-depth review of the current
public model, supplementing it with the
promotion of private savings alternatives.

With regards to the stock markets, 2018
was a fairly unfavourable year in the major
global stock indices, in stark contrast to the
previous year. If 2017 ended positive for
all major global indices with relatively low
volatilities, last year had a diametrically
opposite result, with drops in virtually

all indices and an important uptick in
volatilities. The behaviour was particularly
negative in the second half of the year,
with strong falls from October due to US-
initiated trade tensions — particularly with
China — and uncertainty generated by

the early monetary policy normalisation
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in Europe and the US, at a time when
data that could indicate an economic
slowdown in the major global economies
and a change in economic cycle began
fo emerge.

By countries, the strong drop of the Chinese
market [-25.3% of the China 300 index|
should be highlighted due to uncertainty
over the US tariff policy, lower economic
growth prospects and high borrowing of
companies and families. Except for Brazil's
Bovespa (+12.8%), all other main indices
showed drops in 2018, being higher in
Europe (e.g., -14.3% Eurostoxx 50 and
-15.0% IBEX 35), and Asia [-12.1% Nikkei
225) that in the US [-6.2% S&P 500,
whose indices held at the end of March
2019 very close fo their historic highs.

| would like to highlight the strong
correlation that the main sfock indices have
shown in recent years, as well as the high
bearish sentiment seen in markets by the end
of the year.

However, this poor market tone at the

end of 2018 has not continued in the first
months of 2019, with a widespread rise
in sfock markets, in many cases recovering
what was lost in the second half of the
previous year. In any case, | believe that
we should be cautious about future market



developments, as part of this recovery is
due to factors such as a potential solution
to the tariff war between the US and
China or the delay in the normalisation

of monetary policies. Although it is
undeniable that the prospect of prolonging
low inferest rates helps sustain the high
valuations in equity markets, given the lack
of costeffective alternatives, it should not
be forgotten that, as previously discussed,
the delay in interest rafe hikes has no
other explanation than a higher economic
weakness and even the possibility of
economic recession in some countries.

In this regard, consensus on the future
evolution of business results is relatively
modest and there is a certain sense of
exhaustion in the current bull stock market,
which has lasted very long in markets like

the US.

In all cases, and in the absence of
political-economic shocks not currently
anticipated, we believe that the key to
markets in 2019 will be, precisely, the
evolution of business results — intimately
linked to economic evolution — as well
as an adequate modulation of monetary
policies, neither oo loose to generate
valuation bubbles, or too restrictive that
could lead to an economic recession. In
general, economic history tells us that,
in similar situations, the natural tendency

of central banks is often to be prudent,
extending accommodative policies in
excess that only artificially lengthen
expansive cycles and often generate
deeper economic crisis later. As a result,
we once again re-iterate our advice to act
prudently, more so in the current situation
of high valuations, maintaining, in Alba’s
case, ifs long-term vision, with low debt
and an adequate balance between returns

and risk.

Focusing now on Alba, its share price
dropped by 10.9% in 2018, to reach

42 .50 euros per share at the end of the
financial year. The progress of Alba’s share
price was befter than the performance that
has already been discussed of the Ibex 35
(-15.0%) and the Eurostoxx 50 (-14.3%) in
that same period.

In the first quarter of 2019, Alba's share
price rose by 4.0% to 44.20 euros per

share.

As for Alba'’s results, 2018 consolidated
profits after tax were 154.4 million euros,
67 4% lower than the net result of 4741
million euros the previous year, which
included the gains obtained from the sale
of the remaining stake in ACS. Per share,
Alba achieved a profit of 2.65 euros in the
year, compared with 8.14 euros in 2017.
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LETTER FROM THE CHAIRMAN
OF THE BOARD OF DIRECTORS

In this report, you can find a more detailed
analysis of the various items that make

up Alba's Profit and loss Statement and
the Balance Sheet, as well as information
about the progress of our investee
companies in the 2018 financial year.

In line with previous financial years, Alba
carried out significant investments in 2018,
both by bringing new investee companies
info its portfolio and by increasing its

stake in various companies already in its
portfolio. Thus, Alba’s total investments
reached 639.0 million euros in the
financial year, 16.6% more than in 2017:

« 521.3 million euros in the purchase of
5.27% of Naturgy, one of the largest
energy companies in our country. This
investment is divided into the purchase of
an indirect share of 5.16% by investing
500.0 million euros in Rioja Bidco
Shareholdings — company that acquired
Repsol’s share of 20.07% of Naturgy's
share capital for close to 3,800 million
euros in May — and the purchase of a
direct stake of 0.11% for 21.3 million
euros.

« 108.3 million euros to increase our
participation in Ebro Foods (53.0 million
euros for an additional 2.00%), Viscofan
(40.6 million euros for an additional
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1.68%), Parques Reunidos (12.0 million
euros for an additional 1.42%) and CIE

Automotive (2.7 million euros for an

additional O.10%).

In addition, 9.4 million euros were
invested, through Deya Capital IV, in the
purchase of a 3.7% share in the share
capital of MonBake, which is the new
group resulting from the acquisition,

by funds managed by Ardian, of
Panasa and Bellsold, two of the
leading Spanish companies in the ultra-
frozen bread and pastry sector. This
reinvestment is part of the agreements
reached between Deyd Capital and
Ardian in the sale of Panasa.

In 2018, disposals were completed for a

total amount of 139.9 million euros, 85.2%

less than the previous year, as it included

the sale of the remaining stake in ACS for

more than 740.0 million euros:

Disposals by Deyd Capital, of its
26.50% stake in Panasa for 88.4 million
euros and by Deya Capital IV of the
40.3% stake in Gascan for 36.0 million
euros. In both cases, Alba obtained
significant gains.

Lastly, a real estate property was sold in
Madrid for 15.5 million euros.



Finally, Deya Capital IV, along with other
investment vehicles managed by Artg
Capital, agreed, at the end of 2018, to
take part together with a group of investors
led by KKR in the launching of a takeover
bid for 100% of the share capital of
Telepizza. This Offer was approved by the
CNMV in early April 2019.

As a result of these assef purchases and
sales, Alba’s net cash excluding Satlink
dropped to 269.4 million euros at the

end of 2018, 6.9% of the total NAV

and above the historical average. As we
will see below, in the first few months

of 2019, Alba carried out additional
fransactions that helped to further reduce
Alba’s net cash. However, Alba continues
fo enjoy significant financial capacity to
accommodate new investments and, true
to its philosophy, continues to analyse new
investment opportunities in listed and unlisted
companies in both Spain and abroad.

Among the operations announced or
completed after the close of the financial
year and up fo the first weeks of April
2019, the following should be highlighted
the purchase of an indirect stake of 7.2%
and the agreement o acquire up fo

7.5% of the unlisted company Verisure
Midholding AB for approximately 557

million euros. Verisure is the leading

provider of monitored alarm solutions for
homes and small businesses in Europe.

It operates through the brands “Securitas
Direct” and “Verisure” in fifteen countries
in Europe and Lafin America, serving
approximately 3 million customers. The
investment in Verisure is one of the largest
made by Alba in all its history and fits
within its infernational investment strategy
along with top partners.

With regard fo the rules and practices of
good corporate governance, Alba has
continued with the effort begun in 2015

to include in its infernal regulations and
practices both the novelties infroduced in
the Corporate Enterprises Act by regulation
31/2014, of 3 December, and those
incorporated in the Good Governance
Code of listed Companies, approved by
the CNMV on 18 February 2015.

As far as the infernal regulations are
concerned, it is worth noting that a new
Code of Ethics and Conduct has been
approved during 2018, which replaces
the one approved in 2011, which is the
expression of the values and principles
that must govern Alba's conduct and which
covers all individuals who, in the exercise
of their duties, employment and business or
professional relationships, have a relation
with it. This Code establishes mandatory
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OF THE BOARD OF DIRECTORS

standards of conduct for both employees
and members of the management
bodies and the Board of Directors of the
companies of the Alba group and third
parties that have a relationship with it.

The new Code takes into account the
evolution of the legal regulation of
responsibility of legal persons and other
regulatory changes, such as European
Community regulation on market abuse,
conflicts of interest and insider trading.

In addition, given the importance of internal
reporting channels, a more detailed
procedure has been implemented for
handling reports, that allows anyone to
communicate, in a confidential manner,
any acts or conduct that may be contrary
to applicable regulations or the Code of
Ethics and Conduct, in the behaviour of
third parties that contract with the Company
or to its detriment. The Complaints Channel
may be used by both internal and external
parties to the Company.

Furthermore, in ferms of infernal policies,
we have fo mention that, as proposed
by the Nomination and Remuneration
Committee, a new Remuneration Policy
was approved for the Board of Directors,
which primarily collects the applicable
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principles as provided under the Law,

sefs maximum limifs to the different types

of remuneration, regulates the forecasting
system for the Executive Directors, and
regulates, in a more defailed manner than
in the previous Policy, the clawback clause,
extending the claim term and the cases in
which it is applicable.

It should also be noted that in 2018

the Company complied with all the
recommendations resulting from the
application of the Good Governance Code
of listed Companies, approved by the
CNMV in 2015. Specifically, 56 of a tofal

of 64 recommendations.

The following reports and documents were
also approved: the Annual Corporate
Governance Report, the Directors’
Remuneration Report, the Report on Relafed
Party Transactions, the Board's evaluation,
the Sustainability Report, as well as other
additional reports issued by the Board's
Committees. Monitoring reports on Risk
Control and Management, Regulatory
Compliance and Criminal Prevention
functions have also been prepared and
submitted fo the relevant bodies.

With regard to the distribution of profit
for the year, the Board of Directors has



proposed to the General Shareholders'’
Meeting the distribution of an ordinary
dividend of 1.00 euro gross per share
for 2018, which will entail the payment,
subject to prior approval by the General
Shareholders” Meeting to be held in mid-
June, of 0.50 euro gross per share. This
dividend would be complementary to the
one of the same amount paid in October
last year.

| would not want fo finish without
highlighting that in 2018 there was a
significant change to the Alba Board of
Directors with the ending, mid-year, of
the mandate of Mr Juan March Delgado,
who was Chairman of this Company since
1989 and with whom | have shared the
position since 1998. On behalf of the
former and current members of the Board
of Directors, as well as all employees
who have provided services in Alba

for all of these years, | would like to
affectionately thank him for his dedication
during 33 years to this Company, in
which his excellent contributions have
been fundamental, not just in the results
obtained in our investments, but also in
defining what Alba is today, its investment
philosophy and its high reputation in the
markefplace. It has been an honour for
all of us to have had his presence on the

I._

Board, so | want to convey to him all of
our appreciation and affection.

Finally, I want to thank, on behalf

of the entire Board of Directors, all

of the employees of our Company

and of all our investee companies

for their professionalism, enthusiasm
and dedication, and all of you, our
shareholders, for your frust and support.

Sincerely,
Carlos March Delgado
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KEY DATA

ECONOMIC AND FINANCIAL

In millions of euros unless otherwise indicated 2018 2017 2016 2015
Share capital at the end of the year 58 58 58 58
Total equity af the end of the year 4,059 3,996 3,621 3,313
Outstanding shares (thousands), average for the year 58,240 58,240 58,240 58,240
Net income 154 474 408 270
Dividends 58 58 58 58
Eamings per share in euros 2.65 8.14 7.00 4.63
Dividend in euros per share 1.00 1.00 1.00 1.00

Note: Per share data calculated on the average number of shares outstanding for the year.
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Furthermore, the stock market performance
of Alba’s shares over the last ten years has
been significantly better than that of the
lbex 35 and Eurostoxx 50. From December
2008 to the end of 2018, the price of
Alba's shares rose by 56.0%, while during
the same period the Eurostoxx 50 rose

by 22.6% and the Ibex 35 fell 7.1%.

To put this data in context we need to
remember that in 2008 there was a deep
correction of the markets with the U.S.
subprime mortgage crisis, Lehman Brothers’
bankruptcy and the start of the largest
global financial crisis since 1929. In 2008
alone, Alba's share price, the Ibex 35 and
Furostoxx 50 experienced falls ranging
from 40% to 45%. After the March 2009
lows there was a significant recovery,

with a relapse suffered in 2011 and the
first half of 2012, caused mainly by the
sovereign debit crisis in the Eurozone. A
new upward cycle began in the second
half of 2012, following the decisive

action of the European Central Bank and
the Eurogroup in July of that year, which
substantially reduced the uncertainties
about the future of the single currency and
a possible rescue for Spain or Italy, affer
the rescues previously carried out in Greece

and Portugal. However, in the second
half of 2015 and early 2016, there was

a significant weakness in Alba’s share
price and in the evolution of national and
international indices, due to doubts about
world economic growth — particularly in
China and other emerging countries — and
to the collapse in the prices of oil and
other raw materials. Since mid-2016,
markets have recovered markedly thanks
to improved economic prospects and

the possibility that the political changes
may give additional impetus to growth.

In 2017 and 2018, markets, with the
notable exception of the US, have had

a mixed behaviour, with a large fall late
last year and a strong recovery in the first

months of 2019.
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NET ASSET VALUE

In millions of euros unless otherwise indicated 2018 2017 2016 2015
Data at 31/12

Cross Asset Value (1) 3,661 3,823 3,740 3,379
Net Asset Value (2) 3,912 4,049 3,990 3,666
Net Asset Value in Euros per Share (2) 6717 69.53 68.51 62.95

(1) Includes investments in listed and unlisted companies, real estate and, where applicable, the net cash position.
(2) Gross value of assets and other assets less, where applicable, net financial debt and other liabilities.
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Value of the Porffolio at 31 December 2018:

Market Value ™

_ ‘ Percentage Millions Euros per
Listed Companies ? of ownership of euros share
Naturgy © 527 706.0 22.260
Acerinox 18.96 453.4 8.662
Ebro Foods 14.00 375.8 17.440
Viscofan 13.00 291.6 48.120
CIE Automotive 10.10 279.3 21.440
Bolsas y Mercados Esparioles 12.06 245.3 24.320
Parques Reunidos 21.43 186.9 10.800
Indra 10.52 153.1 8.235
Fuskaltel 11.00 137.4 6.990
Global Dominion 5.00 36.4 4.300
Total Stock Market Value 2,865.1
Total Book Value 3,030.8

Unrealized Capital Loss (165.7)

Unlisted Companies 182.3

Real Estate 344.0

(1) Prices at the last exchange rate in December. All the investee listed companies are listed on the Spanish Stock Exchange.
[2) Investments accounted for using the equity method. Global Dominion is accounted for at fair value.
(3) Direct stake of 0.11% and indirect of 5.16% through the 25.73% stake in Rioja Bidco Shareholdings, S.L.U.

[4) Of the unlisted companies, Satlink is fully consolidated to 31 December 2018. All other investments in unlisted companies are carried at fair value.
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The composition of Alba's porifolio has
changed substantially in recent years,
significantly increasing its diversification

by sector. From 2008 to 2018, Alba
invested in new sectors such as Energy
(Naturgy), Food (Ebro Foods and Viscofan),
Technology (Indra and Global Dominion),
Finance (Bolsas y Mercados Espafioles),
Telecommunications (Euskaltel) and Leisure
(Parques Reunidos) and significantly
increased the weight of Industrial {Acerinox
and CIE Automotive). On the other hand, in
the last ten years it has completely divested
itself of the Security sector (Prosegur, in

201 3) and the Construction and Services
sector (ACS, in 2017), the latter being the

sector with the greatest weight in our portfolio
in the last decade. The Various category
mainly includes shares in unlisted companies
through development capital vehicles Deyé
Capital and Deya Capital IV, varying its
weight based on different investments and
divestitures made. At the end of 2018 its
weight is less than in previous years mainly
due to the divestitures made by Deya Capital.
The first “fund” managed by Artd Capital is
currently under divestment, while the second
“fund” is currently in an investment period, so
new investments are expected in the coming
years. Deya Capital IV is the vehicle through
which Alba makes the investments in this
second “fund".
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CONSOLIDATED
FINANCIAL
INFORMATION

BALANCE SHEETS __36
INCOME STATEMENTS _41

» The consolidated financial information has been prepared
in accordance with International Financial Reporting

Standards (IFRS).

« The investees Energyco Il, S.A. (“Gascan”) and Grupo
Satlink, S.L. ("Satlink”) are fully consolidated. Energyco I,
S.A. was excluded from the scope of the consolidation on

31 December 2018.

The final part of this report includes the consolidated financia
statements, audited by KPMG Auditores, S.L., with more

detailed information.
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CONSOLDATED FINANCIAL
INFORMATION

CONSOLDATED BALANCE SHEETS
BEFORE PROFIT DISTRIBUTION

ASSETS

—_— At 31 of At 31 of At 31 of
December December December
In millions of Euros 2018 2017 2016
Real estate investments 327.3 336.5 349.1
Property, plant and equipment 7.9 46.9 7.0

Goodwill 5.0 10.2

Other infangible assets 38.1 67.0
Investments in associated companies 2,994.4 2,383.1 2,321.4
Investments at fair value with changes in Profit and Loss 201.1 154.5 325.2
Other financial assets 651 68.8 133.8
Non-current assets 3,638.9 3,067.0 3,136.4
Cash and cash equivalents 390.7 Q912.5 469.9
Other current assets 238.5 296.8 193.2
Current assets 629.2 1,209.3 663.1
Total assets 4,268.1 4,276.3 3,799.5
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CONSOLDATED FINANCIAL

INFORMATION

BALANCE SHEET

The evolution in 2018 of the main items
on Alba’s balance sheet was as follows:

The Real Estate Investments account,
which collects real estate for rent,
decreased 9.2 million euros in 2018, to
327.3 million euros, mainly due to the
sale of one floor of offices and several
parking spaces in Madrid, slightly offset
by the increase in the estimated fair
value of the rest of the property portfolio.
The real estate valuation is carried out
annually by independent experts, and
the increase or decrease in value is
recognised in the income statement under
Changes in the Fair Value of Investment
Property.

Property, plant and equipment decreased
from 46.9 to 7.9 million euros, due to
the sale and removal of Gascan from the
scope of the consolidation. This sale also
explains the changes in Goodwill and
Other intangible assets.

Investments in associated companies
increased by 611.3 million euros in
2018. This increase is explained by

the results contributed by the investees
(161.4 million euros), by the net carrying
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amount of the investments and divestments
made (629.8 million euros, which
includes the investments made in Naturgy,
Fbro Foods, Viscofan, Parques Reunidos
and CIE Automotive) and by the partial
reversal of the impairment in the carrying
amount of Euskaltel {11.9 million euros).
This account includes the negative net
balance of changes in the consolidated
equity of associates (16.5 million euros),
dividends accrued by investees (153.2
million euros), and the impairment of

the carrying amount of the investment

in Bolsas y Mercados Esparioles (22.1

million euros).

Investments at fair value with changes
in Profit and Loss increased from 154.5
million euros to 2071.1 million euros in
2018, due to the acquisition of shares in
MonBake and Global Dominion (48.7
million euros) and the lower estimated
fair value for the interests in the investee
companies contained in this item (-2. 1
million euros). In this regard, it should be
noted that in 2018 this account includes
all the holdings in unlisted companies,
except those of Satlink, which are fully
consolidated.

Other financial assets were reduced
by 3.7 million euros, mainly due to the



collections received from a long-term
debt receivable.

The balance of Cash and cash
equivalents decreased in 2018 from
912.5 to 390.7 million euros, primarily

due to the investments made.

In addition, Other current assets
dropped from 296.8 million euros fo
238.5 million euros mainly from the sale
of Panasa (88.4 million euros) that was
recorded in Non-current assets held

for sale, from the increase in accounts
receivable for the sale of the stake in
Gascan, which has been collected in the
first months of 2019, as well as from the
full consolidation of Satlink.

In 2018, Share capital dropped by
60,000 euros, through the amortisation
of all the shares included in the
company's treasury stock.

Reserves increased by 396.9 million
euros, from 3,461.1 million euros to
3,858.0 million euros, due to the results
of the previous financial year, net of the
dividends distributed by Alba, which
were much higher than the negative
variations in the reserves of the investees.

Interim dividend amounted to 29.1 million
euros af the end of 2018 and reflects the
Ordinary Interim Dividend of 0.50 euros
gross per share paid last October out of

2018 profit.

Treasury shares records the cost of Alba’s
treasury shares, which has been fully
amortised during the year. Thus, to 31
December 2018, Alba did not have any

freasury stock.

Profit for the year stood at 154.4 million

euros, 67.4% lower than the profit of
474 .1 million euros obtained in 2017.

Minority shareholders dropped from
34.1 to 17.4 million euros in the year as
a result of Gascan'’s withdrawal from the
scope of the consolidation.

As a result, Total ejuily, including
Minority shareholders, increased by 1.6%
in the year to 4,058.9 million euros.

Non-current liabilities include financial
liabilities maturing in over one year
amounting to 128.9 million euros and
deferred tax liabilities amounting to 39.0
million euros. The changes in these items
are also due to Gascan's withdrawal from
the scope of the consolidation already
mentioned on several occasions.
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Current Liabilities, which include both
bank loans maturing in less than one year
and other shortterm liabilities, dropped
from 39.0 million euros at the end of
2017 to 31.5 million euros at the end of
2018, due to the sale of Gascan.

At 31 December 2018, Alba's net cash
calculated as cash position minus short-
term and longterm financial liabilities,
excluding the full consolidation of Satlink,
was 269.4 million euros, compared with
761.7 million euros net cash at the end of
the previous year. This drop in the net cash
position is primarily due to the negative
balance of asset sales minus investments
made. In the first months of 2019, the

net cash has continued to decline as a
result of the purchase of an indirect stake
of 7.2% (the remaining stake to reach

a 7.5% stake will be acquired during

the second quarter of 2019) in Verisure
completed on April 2019.
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INCOME STATEMENT

Alba’s Net income amounted to 154.4
million euros in 2018, 67.4% less than
the previous year's result. Net income per

share dropped from 8.14 euros in 2017
to 2.65 euros in 2018.

Income included under Share of Profit
of associates increased by 35.7%, from
118.9 million euros in the previous
financial year to 161.4 million euros

in 2018. This increase is mainly due

to the contribution of results from the
shareholdings in CIE Automotive and
Naturgy, which confributed this year for
the first time. This effect was partially
offset by the lower contribution fo results
of the other Associated companies,
which, overall, contributed 6.6 million
euros less than the previous year.

Turnover and other revenue increased

by 26.7 million euros to 97.5 million
euros in the year, mainly as a result of
the full consolidation of Gascan and
Satlink. In this case, the financial year
2017 is not completely comparable
because the consolidation of these
companies occurred from their acquisition
in March and May 2017, respectively,
and not for the entire year. Revenue
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from real estate investment fell by 1.8%
to 16.1 million euros, due to the sale

of the aforementioned properties. At

31 December 2018, the total rentable
surface amounted to approximately
83,700 square meters, with an
occupancy level of 86.0%, similar to the

86.4% at the end of 2017

According to the assessment made by
independent experts, the estimated value
of the real estate assets increased by
0.2 million euros in 2018, this amount
being included in Change in fair value
of investment property. At 31 December
2018 the fair value of investment
property was 327.3 million euros.

Financial income was 14.6 million euros
in 2018 compared to 7.3 million euros
the previous year, due to higher interest
and dividends received.

Impairment of assets and change in

the fair value of financial instruments
presented a negative result of 41.0
million euros in 2018 and, includes,
among others, the impairment on the
book value of the holdings in Bolsas vy
Mercados Espanoles (22.1 million euros),
the partial recovery of impairment on

the carrying amount of the investment in



Euskaltel (11.9 million euros) and the drop
in the fair value of financial instruments
(31.7 million euros), among others.

Result from assets sales includes income
of 25.8 million euros in 2018, 93.4%
less than in the previous year, which
corresponds mostly to the pre-fax gain
obtained on the sale of the stake in
Gascan in 2018. The previous year this
item included the gains earned in the
remaining stake in ACS.

Operating expenses in 2018 amounted
to 46.0 million euros, 3.9 million euros
more than in the previous year. This
increase is due fo the rise of 5.4 million
for the aforementioned effect of the full
consolidation of Gascan and Satlink,
minus lower personnel expenses, costs
directly linked to the real estate business
and other general expenses of Alba.
Overall, Operating expenses directly
attributable to Alba represented 0.65%
of the Net Asset Value before tax at
year-end.

The effect of the consolidation of Gascan
and Satlink also explains the increase in

spending of Procurement of 19.5 million
euros in 2017 to 29.6 million euros in

2018.

Financial expenses remained almost stable
in the year at 6.5 million euros, with no
significant variations in Alba’s comparable
bank debt. This change in the scope of the
consolidation also explains the increase

in the expense for Profit attributable to
minority interests from 3.1 to 8.2 million

euros in 2018.

Corporate income tax includes an expense

of 1.9 million euros compared to income of

1.2 million euros in 2017.
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« Europe, the Middle East and Africa
(EMEA) infrastructures: gas and electricity
networks in Spain and Europe Maghreb
Pipeline Limited (EMPL) gas pipeline.

« Southern Latam infrastructures: electricity
and gas business in Chile and Argentina
and gas business in Brazil and Peru.

« North Latam infrastructures: gas business
in Mexico and electricity business in
Panama.

COMMENT ON THE
COMPANY'S ACTIVITIES
DURING 2018

The financial year 2018 is the Company’s
first year within its new 20182022
Strategic Plan, which aims to achieve,

in 2022, an EBITDA and net profit

of 5,000 and 1,800 million euros,
respectively, through four pillars: simplicity
and accountability, optimisation, financial
discipline and shareholder remuneration.
Additionally, coinciding with the introduction
of the new Strategic Plan, the change in
corporate name and corporate image was
announced under the “Naturgy” brand.
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KEY DATA

In millions of euros unless otherwise indicated 2018 2017 2016
Net sales 24,339 23,207 21,908
EBITDA 4,019 3,903 4,664
EBIT (2,167) 2,128 2,764
Net profit/(Loss) (2,822) 1,360 1,347
Total assets 40,631 47,322 47114
Net financial debt 13,667 15,154 15,423
Equity 14,595 18,305 19,005
Employees (31-dec.) 12,700 14,718 15,502
Share price (closing 31-dec.] (in euros per share) 22.26 19.25 17.91
Market capitalisation (closing 3 1-dec.) 22,275 19,263 17,922
Gross dividend vyield (on closing price) 6.3% 5.2% 5.6%

The results for 2018 have been marked

by a strong performance of the Gas &
Electricity business, which has been offset
by the negative impact of exchange rafes
and non-ordinary elements, among which
we can highlight the impairment of the book
value of assefs by an amount of 4,851
million euros. This impairment occurred
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primarily in conventional power generation
assets in Spain and was a result of the asset
and business review performed as part of the

new Strategic Plan.

Net sales reached 24,339 million euros in

2018, up 4.9% from 2017, primarily driven by

higher volumes and prices in the gas business.






INFORMATION ON

INVESTEE COMPANIES LISTED

Naturgy reported a net income loss of
2,822 million euros, as a result of the
aforementioned asset value impairment.
Excluding this and other non-ordinary items,
recurring net profit would have grown by
57.0% to 1,245 million euros, thanks to
the higher activity, lower amortisations and
lower financial expenses as a result of the
Croup's debt optimisation.

In 2018, Naturgy's total investments
amounted to 2,321 million euros, 30.2%
more than in 2017. More than 70% of
these investments were used on growing
the Company’s asset base through the
development of new renewable capacity
in different geographies, the acquisition of
two methane ships under financial lease
and other projects.

Cash flow after minority shareholders grew
to 3,054 million euros in 2018, much
higher than the previous year (746 million
euros), mainly due fo the sale of several
non-strategic assets for 2,607 million euros
and a greater focus on cash generation

by the Company. Cash flow was used for
the payment of dividends and to reduce
financial debt.
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The company's net financial debt
decreased by 9.8% in 2018, to 13,667
million euros, 3.4 times EBITDA. In
addition, the average cost of debt
decreased from 3.4% in 2017 1o 3.1%
in 2018. Capital structure optimisation is
one of the objectives set by Naturgy in its

2018-2022 Strategic Plan.

ALBA'S PERCENTAGE
OF OWNERSHIP

Although its shareholding is primarily
indirect, Alba is one of the Company’s
main shareholders, with a total share of
5.27% of its share capital to 31 December
2018. The maijority of this stake, 5.16%,
was acquired through 25.73% stake in the
share capital of Rioja Bidco Shareholdings,
Company owned by CVC and Alba, which
bought the 20.072% stake that Repsol had
in Naturgy for close to 3,800 million euros
in May. Additionally, Alba purchased an
additional O.11% directly in the year.



SHARE PRICE PERFORMANCE

OF NATURGY IN 2018

During 2018, Naturgy's price increased by
15.6% 1o 22.26 euros per share, which

is much higher than the lbex 35, which

fell 15.0%. At 31 December, the market
capitalisation of Naturgy was 22,275
million euros.

Price per share (€)
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By market, North American Stainless’ (NAS)
position in the United Stafes stands out,
where it is the market leader and has what

is possibly the most efficient and profitable
factory in the world. The United States was,
in turn, the largest Acerinox market in terms of

sales in 2018.

COMMENT ON THE
COMPANY'S ACTIVITIES
DURING 2018

According to data from the Infernational
Stainless Steel Forum, world stainless steel
production reached 50 million fonnes in 2018,
up 5.5% on the previous year. This growth rafe
is in line with the usual average growth rates
historically recorded in the industry (+5.9% per
annum since 1950).

Production of steel increased in all major
markefs. However, for the second year in a
row, it was not China that recorded the highest
growth (+3.0%) but rather India (+6.4%) and
Japan (+3.7%), although it is frue that both
markets are substantially smaller than China’s.
US production rose 3.0% while it remained
stable in Europe. In terms of market share,
China remains the leading stainless steel
manufacturer with a 52.3% share of world steel
production.

Apparent consumption, meanwhile,
recorded an uneven performance, with
falls in Europe and the US and growth

in Asia and South Africa. In Europe, the
evolution of final demand was satisfactory
in the first half of the year. However, in

the second quarter there was a significant
increase in imports due to the high price
differential in Europe with respect to Asia,
the protfectionist measures in the US and,
possibly, the poor implementation of
safeguard measures in the European Union.
These imports confributed fo the collapse of
the prices that, along with high inventories,
led to a strong market correction during

the fourth quarter, which drove apparent
consumption down by approximately 2%. In
the US, the market performed well, in both
consumption and prices due to the good
gait of this economy and the profectionist
measures. However, the correction in
inventory levels and the drop in imports
caused apparent consumption fo decrease
by 1% in the year. In South Africa, apparent
consumption recovered, returning fo levels
similar to those of recent years, aided by
the uptick in demand in key sectfors such as
automotive and the container industry. In
Asia, demand was generally good overall,
with China standing out, where apparent
consumption continued fo grow above
production, +/% and +3% respectively.
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As regards the development of the price of
raw materials, the price of nickel dropped
12.6% in 2018. Despite this drop in
annual terms, prices started the first half

of the year on an upward trend and hit
the annual high on the london Metal
Exchange of 15,755 dollars per ton at
the beginning of June, levels not seen
since the end of 2014. The second half
of the year was marked by a continued
decline of the prices caused by lower
consumption, as well as deteriorating
economic expectations, ending the year
at 10,660 dollars per ton. The continued
decline in nickel inventories failed to

slow down the drop in prices, with 2018
being the third consecutive year with a
negative supply-demand balance, with an
estimated deficit of around 125,000 tons.

Despite a slight fall from the previous year,
year 2018 was a good year in terms of
production for the Acerinox Group. Cold
rolling production was 1.8 million tons, up
0.8% year on year, exceeding historical
record production for the third consecutive
year. For their part, steel and hotrolled
production fell by 3.1% and 4.9%
respectively to 2.4 million tons and 2.1
million tons, levels close to the historical
peak reached in previous years.

ANNUAL PRODUCTION IN THOUSANDS OF TONNES

2018 2017 2016
Crude steel 2,440 2,519 2,475
Hot Rolling 2,120 2,231 2,209
Cold Rolling 1,752 1,738 1,716
Llong Products (hotrolled) 255 234 224
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KEY DATA

In millions of euros unless otherwise indicated 2018 2017 2016
Sales 5,011 4,627 3,968
EBITDA 480 489 329
EBIT 312 318 157
Net profit 237 234 80
Total assets 4,608 4,404 4,455
Net financial debt 552 609 620
Equity 2,119 1,970 2,169
Employees (3 1-dec.) 6,709 6,742 6,573
Share price (closing 31-dec.) (in euros per share) 8.66 11.92 12.61
Market capitalisation (closing 3 1-dec.) 2,391 3,289 3,480
Gross dividend yield (on closing price) 5.2% 3.8% 3.5%
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In 2018, Acerinox obtained a result

similar fo that of previous year but, in any
case, among the best in the last ten years.
However, we have to highlight the difficulties
experienced in the last quarter of the year,
very complex due to the convergence of

a number of negative factors: in Europe
there was an avalanche of imports due to
the provisional safeguards of the European
Union, compounded by the environment

of lower raw material prices, and, all of

it, together with the general economic
uncertainty; in the US, the correction was
limited to the usual fourth quarter seasonality
and the impact of lower raw material prices;
and finally in Asia, strong competition had a
big impact on prices in the region.

Sales grew 8.3% in the year, to 5,011
million euros, due to increased sales in
physical units (+2%) and higher average
selling prices.

ERITDA was 480 million euros in 2018,
1.8% lower than the previous year, affected
by the previously mentioned negative
factors, by the inventory adjustment to net
realizable value 22 million euros) and

the depreciation of the dollar (-14 million
euros), all partially offset by the implemented
operational measures that had a positive
impact of almost 70 million euros.
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EBIT also dropped by 1.9% to 312 million
euros while, on the contrary, net income
was the best since 2007, with a growth of
1.3% to 237 million euros, due to lower
financial costs and the impact of lower
taxes in the US.

The Company has launched a new
"Excellence 360" plan, which it infends to
implement during the period from 2019
to 2023 in order fo achieve an overall
improvement in productivity and efficiency
through digital fransformation, aiming to
progressively achieve returns in EBITDA of
125 million euros annually from 2023,

At 31 December 2018, Acerinox had
equity of 2,119 million euros and net
financial debt of 552 million euros, 9.4%
less than at the end of 2017.

Acerinox invested 144 million euros in

the year, 16.5% less than the previous
year. These investments were concentrated
mainly in Algeciras (88 million euros)

and NAS (33 million euros), with the aim
of increasing production capacity and
enabling the production of certain products
with higher added value on the European
and North American markets.



ALBA'S PERCENTAGE SHARE PRICE PERFORMANCE

OF OWNERSHIP OF ACERINOX IN 2018

At 31 December 2018, Alba remained The Acerinox share price ended 2018 at

the Company'’s largest shareholder with an 8.66 euros per share, which represented
ownership interest of 18.96% of its share a decrease of 27.3% in the year, a

capital, and there were no changes during performance lower than that of the lbex 35
the year. (-15.0%). Its market capitalisation amounted to

2,391 million euros af the end of the year.
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Source: Bloomberg.
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COMERT T THE les d dto 11.7%, from 14.3%
' on sales dropped to 11.7%, from 14.3%
COMPANY'S ACTIVITIES in the previoﬁlso year, with a slight drop in
DURING 2018 advertising spending.
Net profit was 142 million euros, 35.8%
Ebro’s annual sales in 2018 grew by 5.6% lower than the previous year, due fo
to 2,647 million euros, mainly due to the the lower operating results and positive
good performance of the rice division and impact, in 2017, of the new US approved
the pasta division. fax regulation, which accounted for
extraordinary income in company tax of
For their part, EBITDA and EBIT fell by 51 million as a result of the update of net
13.4% and 20.5% respectively, to 311 deferred tax at the new tax rate.

and 222 million euros, due to the increase
in raw material prices and the operational
and logistical issues suffered in the rice

business in the US. The EBITDA margin
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KEY DATA

In millions of euros unless otherwise indicated 2018 2017 2016
Sales 2,647 2,507 2,459
EBITDA 311 359 344
EBIT 222 279 267
Net profit 142 221 170
Total assets 3,832 3,661 3,645
Net financial debt 705 517 443
Equity 2,190 2,122 2,106
Employees (31-dec.) 7,071 6,460 6,145
Share price (closing 31-dec.] (in euros per share) 17.44 19.52 19.91
Market capitalisation (closing 3 1-dec.) 2,683 3,003 3,063
Gross dividend vyield (on closing price) 3.3% 2.9% 2.7%

The company’s net financial debt
increased by 36.2% in 2018 to 705
million euros, due fo the operational
investments made and the acquisition

of Berfagni. As a consequence of the
increase in financial debt and the drop in

EBITDA, the net debt to EBITDA ratio for

the year was 2.3 times, a level that allows
Ebro Foods to continue with ifs strategy of
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geographical and product consolidation
while maintaining an appropriate
dividend policy.

The Group's Return On Capital Employed
(ROCE) was 12.3% in 2018, with

a large drop from 16.6% in the year
before. It is worth noting that the fall

in the ROCE is due to lower operating






INFORMATION ON
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By business areas, sales of the Rice division
grew 5.0% to 1,413 million euros, due to
higher prices that allowed for the transfer

of the higher raw material costs and due to
higher volumes in Europe. EBITDA and EBIT
fell by 21.4% and 28.2% respectively, to
162 and 124 million euros, weighed by the
situation in the North American market.

NECRA
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Sales of the Pasta division reached 1,299
million euros in the year, up 6.6% from 2017/,
due to the consolidation of the acquisition of
Bertagni. With a constant scope, sales would
have increased by 1.6% in 2018. Same as
with the Rice division, both EBITDA and EBIT
fell, by 4.4% and 9.9% respectively, to 156
and 106 million euros.
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ALBA'S PERCENTAGE SHARE PRICE PERFORMANCE
OF OVWWNERSHIP OF EBRO FOODS IN 2018

In 2018, Alba increased its stake in the During 2018, the share price of Ebro

share capital of Ebro Foods from 12.00% to  Foods fell 10.7% to 17.44 euros per share,

14.00%, with an investment of 53.0 million against a 15.0% drop in the lbex 35. At 31

euros, as one of its main shareholders. December, the market capitalisation of Ebro
Foods was 2,683 million euros.
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= Ebro Foods — |bex 35 (base Ebro Foods)

Source: Bloomberg.
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the framework of this strategy, Viscofan has
maintained a sfrong investment activity in the
financial year 2018, with a total of 72 million
euros. Worth noting are the investments made
to complete the construction of the new fibrous
plant in Caseda, Spain, a new technology
for the production of viscose-based casings
and the installation and commissioning of
new edible collagen capacity in Novi Sad
(Serbia). In addition, the acquisitions in

February and November 2018, respectively,
of Transform Pack, a Canadian company
specialising in the transfer of ingredients, and

of Globus, with presence in Australia and New

Zealand are part of this sirategy.

As regards the evolution of the business in
2018, the casings market continues to grow,
with an increase in volumes of around 2% in
the year.

KEY DATA
In millions of euros unless otherwise indicated 2018 2017 2016
Sales 786 778 731
EBITDA 209 211 204
EBIT 146 155 154
Net profit 124 122 125
Total assets 1,034 Q61 Q31
Net financial debt 80 4] 9
Equity 758 728 708
Employees (3 1-dec.) 4 609 4,748 4,547
Share price (closing 31-dec.] (in euros per share) 48.12 55.01 46.85
Market capitalisation (closing 3 1-dec.) 2,243 2,564 2,183
Cross dividend yield (on closing price) 3.5% 2.7% 3.1%

Note: In 2016, Vector is consolidated in November and December. In 2017, Supralon is fully consolidated from 1 December. In 2018 Transform Pack is
consolidated from 1 March and Globus from 1 December.
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By geographic areas, the positive
performance of sales reported in Europe
and Asia (+3.1%), which compensates for
the slight falls in Latin America (-1.9%) and
North America [-1.1%) is worth noting.
However, all regions show sales growth

in organic terms, that is, once the impact
of changes in exchange rates, of non-
recurring elements, and of changes in the
scope of the consolidation is eliminated:
+0.6% in Europe and Asia, +11.9%

in Latin America and +2./% in North
America.

EBITDA fell by 1.2% in 2018, to 209

million euros, with a sales margin of

26.6%, compared to 27.1% in 2017. For
its part, EBIT fell to 146 million euros, 5.5%
less than the previous year. This reduction in
the EBITDA and EBIT margins is explained
by the effect of the variation of the exchange
rates, the increase in the costs of certain raw
materials, the increase in the workforce, the
increase of energy costs in the second half
of the year and an increase in amortisations
as a result of the investments made as part of
the Strategic Plan.

Net profit was 124 million euros, up 1.4%
from 2017 due to the positive impact on
the financial result of the exchange rate
differences.
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Net financial debt amounted to 80 million
euros to December 2018, compared to
41 million euros at the end of the previous
year, due to the increase in shareholder
remuneration, the acquisitions made and
the acceleration of various investment
projects.

On the other hand, Viscofan's Board of
Directors agreed to submit a proposal to
the General Meeting of Shareholders to
pay a supplementary dividend of 0.95
euros per share from the 2018 results,
whereby the ordinary remuneration

reached 1.60 euros per share. In addition,
at the end of February 2018, the Board
of Directors resolved to distribute an
extraordinary dividend of O.13 euros per
share based on the extraordinary capital
gain from the Supreme Court's ruling on
IAN's appeal against Mivisa Envases in
relation fo a patent infringement. In fotal,
the direct remuneration for Viscofan's
shareholders was above 80 million euros
in 2018, up 11.6% on the last year.
Additionally, the Company invested 5
million euros on the purchase of treasury
shares in the year, shares which were
amortised in January 2019.
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ALBA'S PERCENTAGE SHARE PRICE PERFORMANCE

OF OWNERSHIP OF VISCOFAN IN 2018

In 2018, Alba acquired an additional Viscofan'’s share price fell 12.5% in 2018, to
1.68% stake in the Company for 41 million 48.12 euros per share, increasing its market
euros, increasing ifs stake fo 13.00% of ifs capitalisation to 2,243 million euros at the
share capital at yearend. Alba is currently end of the year.

the largest shareholder of Viscofan.
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COMMENT ON THE
COMPANY'S ACTIVITIES
DURING 2018

CIE Automotive's results in 2018 are marked
by the Global Dominion’s removal from the
scope of the consolidation which, up to the
end of 2017, was fully consolidated. Thus,
data reported in 2017 and 2018 is not
fully comparable. For simplicity and ease of
comparison, all comments included in this
section refer to CIE Automotive excluding

Global Dominion.

I Enras
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KEY DATA
In millions of euros unless otherwise indicated 2018 2017 2016
Sales 3,029 3,725 2,879
EBITDA 529 530 408
EBIT 365 376 279
Net profit 397 215 162
Total assets 3,664 4,480 4,077
Net financial debt 948 855 816
Equity 1,048 1,337 1,263
Employees (31-dec.) 23,273 30,948 26,072
Share price (closing 31-dec.] (in euros per share) 21.44 24.21 18.52
Market capitalisation (closing 3 1-dec.) 2,766 3,123 2,388
Gross dividend vyield (on closing price) 16.9% 1.7% 1.8%

Note: The 2016 and 2017 data include Global Dominion, fully consolidated. Gross dividend yield data includes the market value of the shares of Global Dominion distributed
to the shareholders of CIE Automotive as an extraordinary dividend in July 2018.

Excluding Global Dominion, CIE which 10.1% is organic growth and the
Automotive's sales once again broke their remaining 0.9% from acquisitions. We
historic record, with a comparable rise of have to highlight that this organic growth
6.6% over 2017, to 3,029 million euros. compares with a 1.0% fall in global auto
Eliminating the effect of the exchange rafe, production in 2018. CIE Automotive

sales would have grown by 11.0%, of increased sales in all of its markets, always
/2
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For their part, EBITDA and EBIT rose

by 12.3% and 9.3% respectively,
reaching 529 and 365 million euros,
with a margin of 17.5% and 13.2%.

CIE Automotive closed the year with @
standardised net profit of 243 million
euros, 20.0% higher than the previous
year, due to the good performance of
the business. The reported net profit
amounted to 397 million euros, including
the positive impact of the capital gain
(239 million euros) generated by the
distribution of Global Dominion’s shares
to the shareholders of CIE Automotive,
greater than the non-recurring expenses of
@1 million euros related to the liquidation
of the biofuels business and other asset
value reviews.

With these strong results, CIE Automotive
continues to meet the estimates in the
2016-2020 Strategic Plan, which was
revised upwards in 2018. These new
figures estimate that the organic growth of
CIE Automotive will quadruple the global
automotive market, an evolution that will
allow it to increase 2.5 times the net result
of 2015, reaching 300 million euros by
2020.
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The company's comparable net financial
debt increased by 13.3% in 2018, to 948
million euros, due to the aforementioned
acquisitions, the increase in growth
investment and the withdrawal of

Global Dominion from the scope of the
consolidation. Even so, the net debt to
EBITDA ratio was 1.8 times, slightly lower
than in 2017, as a result of the increase in

EBITDA in the year.

Return On Net Assets (RONA)| stood at
22%, higher than the 19% obtained in the

previous year and approaching the strategic
objective of 23%.

Following the strategy of selective
acquisitions that have characterised the
Company since its inception, in 2018 an
agreement was reached to purchase Inteva
Roof Systems for 755 million dollars, @
company specializing in the design and
production of roofs for the automotive sector
and which is among the top three global
manufacturers of this product segment.

The acquisition of Infeva is the largest in

the history of CIE Automotive. In addition,
the Company increased its stake in the
share capital of Mahindra CIE by 5% and
completed several “greenfield” projects such
as a welding and assembly plant in Mexico
or the acquisition of the Autometal Minas
company in Brazil.



ALBA'S PERCENTAGE
OF OVWWNERSHIP

Alba is the second shareholder of the
company with a stake of 10.10% of its
share capital at 31 December 2018, affer
investing 3 million euros in the acquisition
of 0.10% during the year.

35.00

SHARE PRICE PERFORMANCE
OF CIE AUTOMOTIVE IN 2018

During 2018, CIE Automotive’s share price
fell 11.4% to 21.44 euros per share, slightly
better than the 15.0% drop of the Ibex 35.
At 31 December, CIE Automotive's market
capitalisation was 2,766 million euros.
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Source: Bloomberg.
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the Equities segment [-10.2%) due to lower
confracting volumes in the markets operated
by BME. The Setflement and Registration
(-/.4%), Clearing (-2.7%) and Fixed Income
[9.3%) segments also had lower revenues

and only the Market Data & VAS (+6.3%)

and Derivatives (+3.2%) segments grew.

KEY DATA

In millions of euros unless otherwise indicated 2018 2017 2016
Net revenue 304 320 324
EBITDA 186 210 216
EBIT 177 202 208
Net profit 136 153 160
Total assets 14,410 22,683 23,081
Net cash 277 202 283
Equily 400 430 424
Employees (31-dec.) 770 755 762
Share price [closing 31-dec.] [in euros per share| 24.32 26.55 28.00
Market capitalisation (closing 31-dec.) 2,034 2,220 2,341
Cross dividend yield (on closing price) 7.3% 6.8% 6.4%
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For its part, EBITDA fell by 11.3% to 186 38.8% in 2018, two percentage points

million euros, due fo the mentioned drop in better than the average of its peers. This high
revenues and a /.4% increase in operating  level of efficiency and cash flow generation
costs, largely explained by non-recurring enabled it to obtain a ROE of 33.1% and
costs related to workforce optimisation. maintain a high return to shareholders.

Excluding these extraordinary costs, the
costs would have increased by 2.5% and In 2018, BME distributed a fotal gross

the EBITDA fall would have been 9.4%. dividend of 1.78 euros per share,
representing a dividend yield of 6.7% on
The decrease in EBITDA is almost entirely the share price at close of 2017. If the
franslated fo net profit, which amounted to supplementary dividend proposed to the
136 million euros in 2018, 11.1% less than ~ General Shareholders’ Meeting is approved,
in the previous year. BME will have distributed, between 2018
and 2019, a total gross dividend of
Despite this drop in results, the efficiency 1.57 euros per share out of 2018 profit,
indicators continue to keep BME as a representing a pay-out of 95.7%, in line with
benchmark in its sector, with a ratio of previous years.
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By business lines, the Equities segment,
which represents 43.1% of the Company's
total revenues, reported a decrease in both
revenues (-10.2%) and EBITDA (-13.3%)
compared fo the previous year. Within this
segment, Listing revenue experienced an
increase of just 0.6% from 2017 while,

on the other hand, Trading revenue fell by
12.5% due to the decrease in the number
of traded operations (-13.2%). The trading
of ETFs and warrants in turn reflected lower
trading volume and cash.

The Settlement and Registration segment,
the second largest in EBITDA volume,
reported a drop with respect to the
previous year in both revenues -/.4%)
and EBITDA (-10.7%), mainly affected
by the entry into force of the reform

of the Securities Clearing, Setflement
and Registration System, which has
substantially reduced the number of
fransactions seftled.

The Market Data & VAS segment, created

in 2017, consists mainly of the businesses
that were previously part of the Information
and IT & Consulting units. In 2018,

revenues for this segment increased by
6.3% and EBITDA by 3.5%.
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The Clearing segment, which mainly
includes the clearing of spot equity
fransactions and the clearing an
setflement of all financial and electricity
derivatives and fixed income transactions,

showed a drop in revenues and in EBITDA
of 2.7% and 6.8%, respectively.

In relation to the other segments, both
Derivatives and Fixed Income reported
falls in EBITDA, as a result of lower activity
in both products.

At the end of 2018 the Company had a
net cash position of 277 million euros,
including short-term financial assets.



ALBA'S PERCENTAGE SHARE PRICE PERFORMANCE

OF OWNERSHIP OF BME IN 2018

Alba did not modify its stake in the share During 2018, the share price of BME fell
capital of BME in 2018. With a stake of 8.4% to 24.32 euros per share, against
12.06% at the end of 2018, Alba is the a 15.0% drop in the Ibex 35. The market
Company’s largest shareholder. capifalisation of the Company at the end of

2018 was 2,034 million euros.
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water park with more than 1.3 million Apart from potential organic growth in
visitors, reduced seasonally as it is its current facilities and the acquisition
open yeartound, with a wide range of other parks, Parque Reunidos has

of accommodations and an important additional growth routes such as the
expanse of land around it for the development of leisure centres in
potential development of projects to commercial and similar centres and the
expand the current park. Additionally, management agreements with third-party
it offers the possibility of cross-selling owned parks.

products with other Company parks

in Germany, such as Moviepark or

the aforementioned Belantis. With an
acquisition amount of 226 million euros,
it is the largest acquisition made by
Parque Reunidos throughout its history.
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The total number of comparable visitors and
consolidated sales increased by 1.7% and
0.7% respectively, to 19.5 million visitors

and 583 million euros, while the reported
EBITDA remained almost flat (0.7%) at 174
million euros. In 2018, international revenues
represented /4.8% of the tofal, with the United
States accounting for 35.2%.

Regarding the commented evolution of EBITDA,
recurring EBIT fell by a greater proportion — it
fell 9.5% to 93 million euros — due to the
increase in amortisations due to the strong
investments made.

KEY DAITA

In millions of euros unless otherwise indicated 2018 2017 2016
Sales 583 579 584
EBITDA 174 174 188
EBIT Q3 102 120
Net profit 13 11 4
Total assets 2,100 2,094 2,208
Net financial debt 567 516 540
Equity 1,106 1,109 1,132
Employees (31-dec.) 9,719 8,780 8,590
Share price [closing 31-dec.] (in euros per share] 10.80 14.85 15.26
Market capitalisation (closing 31-dec.) 872 1,199 1,232
Cross dividend yield (on closing price) 2.3% 1.7% 0.0%

Note: The Parques Reunidos accounting year finished on 30 September for 2016, 2017 and 2018. In 2018, the Company closed an exiraordinary 3-month exercise (30
September to 31 December) so that, from 31 December 2018, the accounting year of Parque Reunidos coincides with the calendar year.
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By geographic areas, Spain reached a
historic record of 145 million euros in

sales (+4.1% versus 2017 in comparable
terms) due to a good high season, already
mentioned, but also the record sales of
seasonal passes, the positive response to
offseason events (Halloween, Christmas, efc.)
and the infroduction of new attractions, such
as the Warner Beach water park expansion.
The rest of Europe reported sales growth of
2.5% on year, to 212 million euros, driven
by the increase in average revenues by visitor
and the confributions from the new expansion
projects, all despite the aforementioned heat
wave in Central Europe during the summer
and the lack of recovery of the results of the
Marineland park (France). Finally, sales in the
US rose only 0.6% from 2017, affected by
the heavy rainfall during the summer months.

For its part, the first Indoor Entertainment
Centre, a Nickelodeon centre in a shopping
centre in Murcia, started its operations,
followed by two more at the Xanadu
shopping mall in Arroyomolinos (Madrid), a
Nickelodeon and an Atlantis aquarium.

In addition to the aforementioned acquisitions,
several new affractions and expansions of
parks such as Ducati World in Mirabilandia
(ltaly) or Steelers Country in Kennywood (US)
will start their operations in the coming months,
which will begin delivering results in 2019.

86

CORPORACION FINANCIERA ALBA ANNUAL REPORT 2018

The Company’s recurring net profit was 50
million euros, 3.7% lower than the previous
year, due to the above-mentioned reasons,
partially offset by lower tax payments. The
reported net income, including non-recurring
items, amounted fo 13 million euros, 14.5%
higher than 2017, due mainly to lower
extraordinary expenses and taxes.

The net financial debt of Parque Reunidos

was 567 million euros to 30 September
2018, up 9.9% from September 2017 due
fo the investments made and the acquisition of
Belantis. This net financial debt is equivalent
to 3.3 times the recurring EBITDA of the year.
It is important fo nofe that this debt does not
include the acquisitions of Wet'n'Wild Sydney,
Welvogelpark Walsrode and Tropical Islands,
made early in 2019.

Finally, the Company maintained its dividend
distribution policy to shareholders in 2018,
with the delivery of a gross dividend of 20
million euros, identical o the one paid the
previous year.









and subsequent presentation of
information, basically focused on the
control and management of complex
processes. In addition, Indra provides
outsourcing services for the management,
maintenance and operation of systems
and applications for third parties, as well
as the outsourcing of certain business
processes where technology is a strategic
and differential element. The Company
also offers technological, operational and
strategic consulting services.

During 2018, Indra completed
acquisitions of Paradigma, a Spanish
company dedicated to digital
transformation consulting, and Advanced
Control Systems (ACS), a US company
specializing in the manufacture of
control and operation systems for energy
transport and distribution networks. These
companies are consolidated in Indra’s
results from January and October 2018
respectively.
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COMMENT ON THE
COMPANY'S ACTIVITIES
DURING 2018

Indra reported fofal sales of 3,104
million euros in 2018, up 3.1% yearon-
year (5.8% higher at constant perimeter),

mainly due fo the contribution of the
aforementioned acquisitions, as well as
the company’s own organic growth.

KEY DATA

In millions of euros unless otherwise indicated 2018 2017 2016
Sales 3,104 3,011 2,709
EBITDA 293 266 229
EBIT 199 196 162
Net profit 120 127 70
Total assets 4,041 3,867 3,332
Net financial debt 483 588 523
Equity 678 649 378
Employees (31-dec.) 43,707 40,020 34,294
Share price (closing 31-dec.] (in euros per share) 8.24 11.41 10.41
Market capitalisation (closing 3 1-dec.) 1,455 2,015 1,709
Gross dividend vyield (on closing price) 0.0% 0.0% 0.0%

Note: Indra’s consolidated accounts include Tecnocom which is fully consolidated since 18 April 2017,
Paradigma from 1 January 2018 and ACS that is consolidated since 1 October 2018.
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When it comes to business evolution by
geographic areas, the sales growth in

Spain (+12%, mainly due to integration

ot acquisitions) and, to a lesser extent, in
America (+4% in local currency, largely due
fo the integration of ACS) and in Europe
(+3% in local currency, with the growth
recorded in the Minsait division offsetting the
drops in the T&D business) are worth noting.
On the other hand, sales in the Asia, Middle
East and Africa area dropped (/% in local
currency) due to the difficulty in comparing

it fo the previous year (Election business in
2017). Excluding the Election business, sales
would have had positive growth.

Net contracting grew @.1% to 3,437
million euros, due to the good performance
of both segments: T&D (+8%) driven by the
Transport & Traffic vertical market, in which
we can highlight the engagement of the
maintenance phase of the Meca-Medina
high-speed train, and Minsait (+10%),
which has presented double digit growth in
all its vertical markets with the exception of
Public Administrations & Healthcare.

Regarding the evolution of EBIT, the
Company reported a positive result of 199
million euros, 1.9% higher than the previous
year, weighed down by Tecnocom's
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Cash generation in the year has once
again been very strong, but less than the
previous year. Free cash flow reached 168
million euros, down 10.2% from 2017.
Likewise, operating cash flow before
working capital variation reached 253
million euros, 11.4% lower than in 2017.

The good yearon-year cash generation
explains the drop in net financial debt,
which amounted to 483 million euros to

31 December 2018, down 17.9% from
the 588 million euros on the same date last

year. Net debt is 1.6 times the EBITDA for
the year, versus 2.2 times in 2017.

306x251
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ALBA'S PERCENTAGE SHARE PRICE PERFORMANCE
OF OVWNERSHIP OF INDRA IN 2018

Alba’s stake in Indra’s share capital held Indra’s share price had a worse performance
stable at the current 10.52% in 2018, after than the lbex 35 in 2018, with a drop of
the drop, from the previous 11.32%, occurred  27.8% versus the 15.0% drop in the index.

in April 2017 as a result of the capital Thus, at the end of the year, Indra’s share
increase carried out by the Company for the  price and its market capitalisation were 8.24
acquisition of Tecnocom. euros per share and 1,455 million euros,
respectively.
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Euskaltel to reach another 2.2 million
potential residential households outside its
original ferritories.

Euskaltel, through its different brands,
offers a combination of fixed, mobile,
broadband and felevision services through
convergent packages that group fogether
one or more of these services to private
customers, the selfemployed, SMEs and
large companies.

At December 2018, Euskaltel had a total
of 658,172 residential customers and
111,829 business customers.

I WEnras

COMMENT ON THE
COMPANY'S ACTIVITIES
DURING 2018

The results of Euskaltel shown below
include, for 2018, the full consolidation
of Telecable for the entire year whilst in
2017 the results only included five months
of activity, as the acquisition of Telecable
was completed at the end of July.

Total revenues rose to 692 million euros
in 2018, 11.2% more than in 2017,
due to the effect of the aforementioned
consolidation of Telecable.
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KEY DATA

In millions of euros unless otherwise indicated 2018 2017 2016
Revenues 69?2 622 573
EBITDA 336 307 281
EBIT 142 135 130
Net profit 63 50 62
Total assets 2,899 2,905 2,330
Net financial debt 1,532 1,607 1,223
Equity 975 963 742
Employees (31-dec.) 697 739 557
Share price [closing 3 1-dec.) (in euros per share] 6.99 6.80 8.42
Market capitalisation (closing 3 1-dec.) 1,249 1,214 1,279
Cross dividend vyield (on closing price) 4.0% 5.3% 4.3%

Note: The results include: in 2017, the global consolidation of Telecable since August and in 2016, the consolidation of R Cable for the full year. The 2016 EBITDA refers to the
EBITDA reported by the company adjusted for non-recurring expenses incurred in the integration process of the Euskaltel and R Cable companies.
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EBITDA, adjusted for non-recurring costs
and exfraordinary expenses, amounted
to 336 million euros, which is a growth
of 9.6% versus 2017, due to Telecable’s
confribution. In comparable terms,
recurring EBITDA decreased by 1.3%,

a drop which is lower than the drop in
comparable revenues, due to synergies
and efficiencies achieved by the Group.
Thus, the EBITDA margin stood at 48.6%
in 2018, 40 basis points higher than in
the previous year in comparable terms.

Net income amounted to 63 million euros
in 2018, 26.7% more than the previous
year's result. In comparable terms, the
increase would have reached 111.7%
despite the slight decrease at EBITDA
level, mainly due to lower financial
expenses and extraordinary costs.
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Operating cash flow, defined as the
difference between EBITDA and net
investments, was 183 million euros in
2018, representing a conversion ratio
over EBITDA of 54.4%, higher than that
of comparable companies in the sector in
Europe. This ratio is less than the 64.6%
obtained in 2017 due to the strong
investments made in the geographic
expansion projects, as well as investments
aimed at systems integration.

Net financial debt stood at 1,532 million
euros to December 2018, compared to
1,607 million euros a year earlier. In terms
of net debt to EBITDA ratio, the leverage
ratio stood at 4.5 times including expected
recurring synergies. In addition, in 2018,
Euskaltel distributed 50 million euros in
dividends fo its shareholders.



ALBA'S PERCENTAGE SHARE PRICE PERFORMANCE

OF OWNERSHIP OF EUSKALTEL IN 2018
Alba has held ifs stake of 11.00% in the In 2018, the Company'’s share price grew
share capital of Euskaltel during 2018, 2.8% to 6.99 euros per share, while its
being its third largest shareholder at the market capitalisation grew to 1,249 million
end of the year. euros at the end of the year.
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ACTIVITY







REAL ESTATE
ACTIVITY

By the end of 2018, Alba had
approximately 83,700 square metres of
leasable space and 1,400 parking spaces
in office buildings located in Madrid
(65,900 square metres) and Barcelona
(17,800 square metres).

The book value of the real estate assets

is updated annually on the basis of an
appraisal carried out by an independent
expert, who, at 31 December 2018,
valued them at 327.3 million euros, which
is 2.4 million euros more on a likeforlike
basis than the previous year. This appraisal
amount exceeds the net value of the
investment by 113.5 million euros.

The occupancy rate af the end of 2018
was 86.0%, 0.4 points lower than at the
end of 2017.

Revenue from real estate leases amounted
to 16.1 million euros for the year, direct
expenses amounted to 5.0 million euros
and the gross profitability, calculated on the
investment made, reached 5.3% at the end
of the year.
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During the year 2.3 million euros were
invested to update the leasable spaces,
renovating buildings as required and
modernising facilities, achieving greater
efficiency and thus adding value to them.

The sale of an office floor in lagasca,

88 — Madrid has been realized in 2018.
The amount of this sale was 15.5 million
euros, reporting a capital gain of 3.9
million euros.
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CONSOLDATED FINANCIAL
STATEMENTS

CONSOLDATED BALANCE SHEETS
AT 31 DECEMBER 2018 AND 2017

ASSETS
In millions of Euros Note  31-12-18 31-12-17
Investment property 6 327.3 336.5
Property, plant and equipment 7 7.9 46.9
Goodwill 8 5.0 10.2
Other intangible assets Q 38.1 67.0
Investments in associates 10 2,994.4 2,383.1
Investments at fair value through profit or loss 11 201.1 154.5
Other financial assets 12 63.9 67.0
Deferred tax assets 22 1.2 1.8
Non-current assets 3,638.9 3,067.0
Non-current assefs held for sale 11 88.4
Inventories 6.9 /.3
Trade and other receivables 13 231.6 2011
Other financial assets 14 248.7 602.5
Cash and cash equivalents 14 142.0 310.0
Current assets 629.2 1,209.3
Total assets 4,268.1 4,276.3

The accompanying notes 1 to 31 form an integral part of the consolidated annual accounts ar 31 December 2018.
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FREE TRANSLATION FROM THE ORIGINAL IN
SPANISH. IN THE EVENT OF DISCREPANCY,
THE SPANISHLANGUAGE VERSION PREVAILS.

EQUITY AND LIABILITIES

In millions of Euros Note  31-12-18 31-12-17
Share capital 15 58.2 58.3
Retained earnings and other reserves 15 40124 3,935.2
Own shares 15 - (2.4)
Interim dividend 3 (29.1) (29.1)

Equity 4,041.5 3,962.0
Non-controlling inferests 15 17.4 34.1

Total equity 4,058.9 3,996.1
loans and borrowings 19 128.9 180.8
Other financial liabilities 12 9.0 64
Provisions 17 0.8 1.1
Deferred tax liabilities 22 39.0 52.9

Non-current liabilities 177.7 241.2
Trade and other payables 18 18.7 24.5
Lloans and borrowings 19 12.8 14.5

Current liabilities 31.5 39.0

Total equity and liabilities 4,268.1 4,276.3

The accompanying notes 1 to 31 form an integral part of the consolidated annual accounts at 31 December 2018.
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STATEMENTS

CONSOLDATED INCOME STATEMENTS
FOR THE YEARS ENDED 31 DECEMBER 2018 AND 2017

In millions of Euros Note 2018 2017
Share of profit/(losses) of associafes 10 161.4 118.9
Revenues 24 Q2.4 64.5
Other income 5.1 6.3
Supplies (29.6) 119.5)
Changes in fair value of investment property o} 0.2 0.9
Proceeds from disposal of and income from assets 6,9, 10and 11 25.8 389.9
Impairment 7 and 10 (10.1) (31.3)
Personnel expenses 25.a (20.3) (19.5)
Other operating expenses 24 (25.7) (22.6)
Provisions - (0.4)
Depreciation and amortisation (11.9) (8.4)

Operating profit/(loss) 187.3 478.8
Finance income 25.b 14.6 7.3
Finance costs and exchange differences (6.5) (5.4)
Change in fair value of financial instruments 11 and 25.¢ (30.9) (4.7)

Net finance cost (22.8) (2.8)

Profit/(loss) before tax from continuing operations 164.5 476.0
Income tax expense 22 (1.9) 1.2

Profit/(loss) from continuing operations 162.6 477.2

Consolidated profit for the year 162.6 477.2
Profit atiributable to minority inferests 8.2 3.1

Consolidated profit attributable to the group 154.4 474.1
Earnings per share (Euros/share) 15 2.65 8.14

The accompanying notes 1 to 31 form an integral part of the consolidated annual accounts at 31 December 2018.
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CONSOLDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED 31 DECEMBER 2018 AND 2017

In millions of Euros Note 2018 2017

Consolidated profit from income statement 162.6 477.2

Income and expense recognised directly in equity

ltems that will not be reclassified to profit or loss 10 (26.0) (0.4)
Share in other comprehensive income from investments in associates (26.0) (0.4)
ltems that will be reclassified to profit or loss 10 9.5 (74.5)
Share in other comprehensive income from investments in associates 9.5 (74.5)
Total income and expense recognised directly in equity (16.5) (74.9)
Total comprehensive income 146.1 402.3
Attributable to the parent 137.9 399.2
Attributable to non-controlling interests 8.2 3.1

The accompanying notes 1 to 31 form an integral part of the consolidated annual accounts at 31 December 2018.
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CONSOLDATED STATEMENTS OF CHANGES IN EQUITY

FOR THE YEARS ENDED 31 DECEMBER 2018 AND 201/

Retained

Share  earnings and Own

In millions of Euros capital other shares

Balance at 1 january 2017 58.3 3,593.5 (2.4)
Changes in consolidated equity of associates (note 10) (74.9)
Profit for the year 4741
Total income and expense for the year 399.2
Interim dividend for the prior year (note 3) (29.1)
Dividends paid in the year (nofe 3] (29.1)

Increases/ (decreases) due to business combinations

Other movements 0.7

Balance at 31 december 2017 58.3 3,935.2 (2.4)
Changes in consolidated equity of associates (note 10) (16.5)
Profit for the year 154.4
Total income and expense for the year 137.9
Inferim dividend for the prior year [note 3) (29.1)
Dividends paid in the year (nofe 3) (29.1)

Transactions with own shares (note 15) (0.7) (2.3) 2.4
Decrease due fo disposal of Energyco Subgroup [note 2.3) -
Other movements 0.2)
Balance at 31 december 2018 58.2 4,012.4

The accompanying notes 1 to 31 form an integral part of the consolidated annual accounts ar 31 December 2018.
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Non-
Interim controlling Total
dividend Equity inferests equity
(29.1) 3,620.3 0.7 3,621.0
(74.9) (74.9)
474.1 3.1 477.2
399.2 3.1 402.3

29.1

(29.1) (58.2) (1.7) (59.9)
32.0 32.0
0.7 0.7
(29.1) 3,962.0 34.1 3,996.1
(16.5) (16.5]
154.4 8.2 162.6
137.9 8.2 146.1
29.1 - - -
(29.1) (58.2) (8.4) (66.6)
- (16.1) (16.1)
(0.2) (0.4) (0.6)
(29.1) 4,041.5 17.4 4,058.9
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CONSOLDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED 31 DECEMBER 2018 AND 201/

In millions of Euros Note 2018 2017

Operating activities

Profit for the year before tax 164.5 476.0

Adjustments for:
Depreciation and amortization 11.9 8.4
Changes in fair value of investment property 6 (0.2) 0.9
Share of profit of associates 10 (161,4) (118.9)
Income from assets 10 (25.8) (378.1)
Impairment 7, 10and 11 10.1 31.3
Change in fair value of financial instruments and other 11 and 25.c (1.5)
Finance income 25.b (2.4) (7.3)
Finance costs 6.5 54

Other cash flows from (used in) operating activities
Dividends received 165.1 80.7
Working capital (15.7) (13.5)
Income tax payments on account 11.2 (40.4)
Interest received 2.4 7.3
Inferest paid 6.5) (5.4)

Net cash flows from operating activities 159.7 43.1

The accompanying notes 1 to 31 form an integral part of the consolidated annual accounts ar 31 December 2018.
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In millions of Euros Note 2018 2017
Investing activities

Acquisition of inferests in associates and other investments 10 and 11 (629.8) (522.4)
Acquisition of subsidiaries, net of cash and cash equivalents 5 (8.0)
Sale of interests in associates and other investments 11 88.4 898.0
Acquisition of investment property 6 (2.3) (3.0)
Sale of investment property 6 15.5 45.1
Acquisition of other investments 14 (2.2) (602.5)
Received from other financial assets 2901.1 64.1
Acquisition of property, plant and equipment 7 (1.2) (0.5)
Net cash flows used in investing activity (247.5) (129.2)
Financing activities

Dividends paid 3 (66.6) (58.2)
Repayment of loans and borrowings 19 (13.6) (15.6)
Net cash flows used in financing activities (80.2) (73.8)
Increase/(decrease) in net cash (168.0) (159.9)
Cash and cash equivalents at T january 310.0 469.9
Cash and cash equivalents at 31 december 14 142.0 310.0

The accompanying notes 1 to 31 form an integral part of the consolidated annual accounts at 31 December 2018.
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NOTES TO THE CONSOLDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED AT 31 DECEMBER 2018

1. ACTIVITIES

Corporacién Financiera Alba, S.A. (Albal
is a company domiciled in Madrid (Spain)
that owns significant interests in several
companies operating in different sectors of
the economy. Details of these companies
are provided below. Their basic activities
include the operation of buildings under
lease agreements and holding inferests in
companies through venture capital activity.

Given Alba’s activities, it does not have
any environmental liabilities, expenses,
assefs, provisions or contingencies that
could be material with respect fo its equity,
financial position or results. Consequently,
these consolidated annual accounts do not
disclose any specific information relating
to environmental issues.
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2. BASIS OF PRESENTATION
OF THE CONSOLDATED
ANNUAL ACCOUNTS

2.1. Accounting Principles

Alba’s consolidated annual accounts for
the year ended 31 December 2018 were
prepared by the Board of Directors in the
meeting held on 25 March 2019. They
have been prepared in accordance with
International Financial Reporting Standards
(IFRS) and its inferprefations as adopted
by the European Union in conformity with
Regulation (EC) No. 1606/2002 of the
Furopean Parliament and of the Council
of 19 July 2002, as well as subsequent
amendments, to provide a true and fair
view of Alba'’s equity and consolidated
financial position at 31 December 2018,
the consolidated results of its operations
and changes in consolidated equity and
consolidated cash flows of the Group for
the year then ended.
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The figures disclosed in the consolidated
annual accounts are expressed in millions of
Euros except where otherwise stated.

These consolidated annual accounts have
been prepared on a historical cost basis,
except for the following (IAS 1-117 and
1-118):

« Investment property is measured af fair
value;

« Financial assets af fair value through profit
or loss and financial assefs at fair value
through other comprehensive income;

« Non-current assets and disposal groups
classified as held for sale are measured ot
the lower of their carrying amount and fair
value less costs of disposal.

The measurement criteria and principles
applied are described in note 4 of these
notes to the consolidated annual accounts.
All' mandatory accounting principles and
measurement criteria with a significant effect
on the consolidated annual accounts have
been applied.

The directors of the Parent consider that the
consolidated annual accounts for 2018,

authorised for issue on 25 March 2019,
will be approved with no changes by

the shareholders at their annual general
meefing.

These consolidated annual accounts include
comparative figures for the prior year.

a) Standards and inferprefations approved
by the European Union that are
applicable for the first time this year.

These consolidated annual accounts for
2018 have been prepared using the same
accounting principles as applied in the
consolidated annual accounts for the year
ended 31 December 2017, except for the
standards and amendments adopted by the
European Union set out below, which are
obligatory from 1 January 2018 onwards:

« IFRS 15 Revenue from Contracts with
Customers.

« IFRS @ Financial Instruments.

+ IAS 40 Investment Property.

« Amendments to IFRS 2, Classification and
Measurement of Share-Based Payment

Transactions.

o IFRIC 22 Foreign Currency Transactions
and Advance.
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IFRS 15 Revenue from Contracts with
Customers

IFRS 15 was issued in May 2014

and entered into effect from 1 January
2018. IFRS 15 establishes the criferia for
recognising revenue from confracts with
customers and sefs out a new five-step
model that applies to the recognition of
revenue from confracts with customers:

« Step 1: Identify the contract (or contracts)
with the cusfomer.

« Step 2: Identify the performance
obligations.

« Step 3: Defermine the transaction price.

« Step 4: Allocate the transaction price to
the performance obligations.

« Step 5: Recognise revenue when (or

as) the entity safisfies a performance
obligation.
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In accordance with IFRS 15 revenue is
recognised at an amount that reflects the
consideration to which an entity expects to be
entitled in exchange for transferring promised
goods or services to a customer, when the
customer obtains control of the goods or the
services provided.

This new standard supersedes all previous
standards relating fo the recognition of
revenue.

Given the Group's type of business, the
impact of applying IFRS 15 has not had
any significant impacts on the Group's
consolidated annual accounts.

IFRS 9 Financial Instruments

IFRS @ was issued in July 2014 and entered
info effect from 1 January 2018. IFRS 9 sets
out the criferia for recognising and measuring
financial instruments and replaces IAS 39
Financial Instruments: Recognition and
Measurement. This standard presents the three
stages of the financial instrument project:

(i) classification and measurement, (i)
impairment and (iii) hedge accounting.
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(i) Classification and measurement

The new classification criteria for
financial assefs will depend on the
way in which an entity manages

its financial instruments [its business
model) as well as the existence and
characteristics of the financial asset’s
contractual cash flows.

Based on the above, IFRS 9
establishes three classifications of
financial assets: (i) at amortised cost,
(i) at fair value through equity or {iii)
at fair value through profit or loss for
the period. Formerly, IAS 39 had four
categories of financial assefs (at fair
value through profit or loss, held to
maturity, available for sale, and loans
and receivables).

Application of these new categories
has led to a change in the name of
the Group's financial assefs, although
it has had no impact with regard to
their measurement. The Group has
continued to measure at fair value

all the financial assefs it previously
recognised at fair value. Trade
receivables and loans are maintained
to receive the confractual cash flows

(i)

and it is expected that these will only
represent payments of principal and
interest, therefore they will continue
to be recognised at amortised cost in
accordance with IFRS 9.

Impairment

The new impairment criteria is based
on the expected loss model rather than
the incurred loss model under IAS 39.
This impairment model is applicable to
financial assets measured at amortised
cost that include “Trade and other
receivables”.

Given the Group's type of business, the
new model for calculating impairment
based on the expected loss method has
not had any significant impacts on the
Group's consolidated annual accounts.

(iii) Hedge accounting

IFRS @ seeks to align hedge accounting
with entities’ risk management policies,
thus the requirements for designating
hedged items and hedging items are
more flexible. In 2018 the Group

did not have any type of hedges and
therefore this standard has had no
impact.
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b) Standards and inferpretations issued but
not effective in 2018

At 31 December 2018, the following
standards and interpretations had been
issued by the IASB but had not yet entered
into force, either because the date on
which they become effective is subsequent
to the dafe of the consolidated annual
accounts or because they have not yet
been adopted by the European Union:

IFRS 16 Leases

IFRS 16 was issued in January 2016

an replaces IAS 17 leases, IFRIC 4
Determining whether an Arrangement
contains a Llease, SIC-15 Operating
leases — Incentives and SIC-27 Evaluating
the Substance of Transactions Involving the
legal Form of a lease.

IFRS 16 establishes the principles for the
recognition, measurement, presentation
and disclosure of leases and requires

that lessees recognise all leases using a
single balance sheet model similar to the
one currently used for the recognition of
finance leases under IAS 17. The standard
includes two exceptions to the recognition
of leases by lessees; leases for which

the underlying asset is of low value (e.g.
personal computers) and shorterm leases
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i.e. lease agreements for a term of 12
months or less). At the lease commencement
date, the lessee recognises a liability for
the lease payments to be made [i.e. the
liability due to the lease) and an asset that
represents the right of use of the underlying
asset over the lease period [i.e. the right-
of-use asset]. lessees must recognise
separately the cost of interest on the lease
liability and the depreciation expense of
the right of use.

lessees are also obliged to remeasure the
lease liability if certain events occur (e.g.
a change in the lease term, a change

in future lease payments resulting from

a change in an index or a rafe used to
defermine those payments). The lessee
generally recognises the amount of the
remeasurement of the lease liability as an
adjustment fo the rightof-use asset.

IFRS 16 does not substantially change
lessor accounting compared fo the
current recognition under IAS 17. Lessors
continue classifying leases using the same
classification principles as in IAS 17 and
recognise two types of leases: operating
and finance leases.

IFRS 16 also requires lessees and lessors
to include more extensive disclosures than
those stipulated in IAS 17.
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IFRS 16 is effective for annual reporting
periods beginning on or affer 1 January
2019 and the Group has decided not

to apply IFRS 16 in advance. At the
present time the Group only leases several
vehicles for irrelevant amounts, therefore it
does not expect significant impacts from
applying this new standard.

Amendment to IFRS 9. Prepayment
Features with Negative Compensation

It will permit measurement at amortised
cost of some financial assets that may be
cancelled early at a lower amount than the
outstanding principal and the interest on
this principal.

IFRIC 23 Uncertainty over Income Tax
Treatments

This inferprefation clarifies how to apply the
recognition and measurement criteria in IAS
12 when there are uncertainties about the
acceptability by a taxation authority of a
particular tax freatment used by the entfity.

Amendment of IAS 28 Long-term Interests
in Associates and Joint Ventures

It clarifies that IFRS @ must be applied to
longterm interests in an associate or joint
venture if they are not accounted for using
the equity method.

Improvements fo IFRS 20152017 Cycle.
Amendments to a number of standards.

Amendments to IAS 19 - Plan Amendment,
Curtailment or Settlement

It specifies how fo calculate the current
service cost and net interest for the rest
of the annual period in the event of
amendment, curtailment or setllement of @
defined benefit plan.

135

CONSOLIDATED FINANCIAL STATEMENTS



CONSOLDATED FINANCIAL

STATEMENTS

2.2. Use of judgement and estimates
in the preparation of consolidated
annual accounts

The preparation of certain information
included in these consolidated annual
accounts has required the use of
judgements and estimates based on
assumptions that affect the application of
accounting criteria and policies and the
reported amounts of assets and liabilifies,
income and expenses and obligations.
The most significant estimates used in
preparing these consolidated annual
accounts are as follows:

« The estimate of the recoverable amount
of inferests in associates with indications
of impairment.

« The assumptions used to calculate the
fair value of certain unlisted financial
assefs and investment property.

« The determination of the fair values
in business combinations and the
assessment of possible impairment losses
on certain assefs.
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The estimates and assumptions used are
periodically reviewed. Any change in
accounting estimates following such a
review or due fo future evenfs is recognised
in the consolidated income statement for
that and successive periods, in accordance

with IAS 8.

2.3. Subsidiaries

Subsidiaries are fully consolidated. The
Croup obtains control when it is exposed,
or has rights, to variable refurns from ifs
involvement with a subsidiary and it has
the ability to offect those returns through its
power over the subsidiary.

Specifically, the Group controls a subsidiary
i and only if, the Group has:

« Power over the subsidiary [existing rights
that give it the current ability fo direct the
relevant activities of the subsidiary).

« Exposure, or rights, o variable returns from
its involvement with the subsidiary.

« The ability fo use its power over the
subsidiary fo affect the amount of the
refurns.
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It is generally assumed that a majority

of voting rights amounts to control. In
cases where the Group manages venture
capital entities, or holds investments in
these, whether control exists is determined
in accordance with internal procedures
and criteria that take into consideration
IFRS 10 and therefore whether the entity
should be fully consolidated or not.

These methods take into consideration,
among other aspects, the scope of its
decision-making authority, the rights held
by other parties, the remuneration to
which it is entitled in accordance with the
remuneration agreement(s) or the decision
maker's exposure fo variability of refurns
from other interests that it holds in the
investee. These entities include venture
capital entities that are either managed
by or are investees of the Group and
their investments.

The assets and liabilities of subsidiaries
are measured initially at their fair values
at the date of acquisition. Any excess of
cost of acquisition over the fair value of
the part of identifiable net assets acquired
is considered as goodwill. If the cost

of acquisition is less than the fair value

of the identifiable net assets acquired

(a bargain purchase), the difference is

recognised, if applicable, directly in profit
or loss at the date of acquisition.

Third-party interests in the Group's

equity and profit or loss for the year are
recognised as minority inferests within
total equity in the consolidated balance
sheet profit or loss atfributable to minority
interests in the consolidated income
statement.

In accordance with International
Financial Reporting Standards, group
companies and business combinations
are fully consolidated and all their assets,
liabilities, income, expenses and cash
flows are included in the consolidated
annual accounts after making the
adjustments and eliminations relating to
infra-Group fransactions.
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The corresponding information at 31

December 2018 and 2017 is presented

below:
Carrying
Percentage ~ amount before Profit/(loss) for
Subsidiary Activity Year ownership consolidation Equity the year
é‘k/DOCF;‘JS:gﬂ“g’”;‘;‘”g”fb“g:{;"/ SAU | vesiment 2018 100.00 180.9 202.9 13.0
S8006Modrd P property 2017 100.00 180.9 206.5 18.5
é'i"EE“Z’npeeRSARLe” . Investment in 2018 100.00 12097 12745 68.2
L-Uz ] 5%9Luxemﬁ’go securifies 2017 100.00 719.1 712.0 (9.4)
Pao Wbt e Soamanca, 10 maneganen 2018 78.00 17 29 51
28006-Madrid company i ’ : :
é‘}dgoﬁnﬁi& SO Investment in 2018 78.00 1.6 2.1 54
280021702’“@ + 2 plania securifies 2017 78.16 1.6 2.1 77
ge/%cfpu”,o"7s7c§fﬁg- Venture capitdl 2018 100.00 92.2 153.1 59.9
Sh00aMadd = T company 2017 100.00 92.2 194.9 80.3
ge/y"’cgjeﬁlif'}vf b Ay Venture capital 2018 100.00 563 74.9 22.4
Shooemniid > P company 2017 100.00 39.7 39.7 2.6)
Subgrupo Energyco (1) .

- , : Distribution of 2018 - - - -
ﬁ:ggaﬁgrﬁggﬁose de Almeida, 8 ne gas 2017 40.30 13.4 33.0 0.8]
Subgrupo Satlink (2) Technological
Avda. de la Industria, 53 Nave 7 solutions for fishing gg}g ggg; g} 21]7;3 ;?

Alcobendas-Madrid sector

(1) This subgroup is formed by Energyco I, S.A., Gascan, S.A. and Newstead - Gestéo Imobiliaria, S.A. In December 2018 this subgroup was sold for Euros 36 million,
obtaining a profit of Euros 21 million.

[2) This subgroup is formed by Grupo Satlink, S.L., Satlink, S.L., Satlink, LTD, Linksat Solutions, S.A., Digital Services, S.L., Saflink WCPO Limited and Satlink WCPO Solomon.
(1) (2) Alba's interests are held through Deyé Capital IV, SCR, S.A.U.

Additionally, a further 31.93% of the subgroup Satlink belongs to other vehicles managed by Arta Capital, SGEIC, S.A.U., which exercises control over these vehicles,
determines what investments are made, there are no restrictions regarding management and they are exposed to variable refumns. As a result of the foregoing, Alba has
considered that it has control over this subgroup.
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In 2018 and 2017 the auditor was KPMG
Auditores, S.L., except in the case of the
Energyco and Satlink subgroups, which
were audited by Pricewaterhousecoopers

Auditores, S.L. in 2017.

less than 20% are considered associates.
To determine whether significant influence
exists, among other situations, the Parent
considers the representation on the board
of directors or the possibility of appointing
a director, the involvement in establishing
policies and the permanence of the inferest.

2.4. Associates

Entities over which Alba exercises significant

The information in respect of 2018 and

influence even though ifs interest therein is

2017 is as follows:

Percentage ownership

Re}:)resenfclcfiionF
At At on Board o
Associate / Auditor Registered office Activity 31-12-18  31-12-17 Change directors
Acerinox, S.A. Santiago de Compostela, 100 Manufacture and sale of
Auditor: PWC (Madrid) stainless steel 18.96 18.96 3
Bolsas y Mercados Esparioles iy

: : ! Plaza de la lealiad, 1 Operator of securities
Sociedad Holding De Mercados y (Madrid) markets and financial 12.06 12.06 2
Sistemas Financieros, S.A. systems in Spain
Auditor: PWC
CIE Automotive, S.A. Alameda Mazarredo, 69 Automotive
Auditor: PWC (Bilbao) industry 10.10 10.00 0.10 1
Ebro Foods, S.A. Paseo de la Castellana, 20
Auditor: E&Y (Madrid) Food 14.00 12.00 2.00 ]
Euskalrel, S.A. Parque Tecnolégico, N
Auditor: KPMG Edificio 809 (Derio-Vizcayal Telecommunicafions 1100 1100 W
Indra Sistemas, S.A. Avda. de Bruselas, 35 )
Auditor: Deloitte [Alcobendas - Madrid) New technologies 10.52 10.52 W
Parques Reunidos Servicios Cenirales, S.A. Paseo de la Castellana, 216 Recreational and
Auditor: KPMG (Madrid) entfertainment activities 21.43 20.01 1.42 2
Rioja Luxembourg, S.a.rl. 20, avenue Monterey ) iy
Audifor: E&Y 2018 12163 Luxemburgo Investment in securities 25.73 25.73 2

Manufacture of meat

Viscofan, S.A. Poligono Industrial Berroa packaging, cellulose
Auditor: PWC (Tajonar-Navarral) or artificial casings for 13.00 11.32 1.68 1

cured meats
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In 2018 a 25.73% inferest was acquired
in Rioja Lluxembourg, S.a.r.l., a company
owning 20.072% of Naturgy Energy
Group, S.A. Consequently, Alba's indirect
interest in Naturgy is 5.16%, which added
to Alba’s 0.11% direct interest amounts to
a total inferest of 5.27% in Naturgy. The
increases in ownership interests are due fo
acquisitions during the year (note 10).

In 2017 the entire interest held in ACS
Actividades de Construccién y Servicios,
S.A. was sold. The decrease in the interest
held in Indra Sistemas, S.A. is due to
dilution after the merger of this company
with Tecnocom Telecomunicaciones y
Energia, S.A. In Euskaltel, S.A. the dilution
resulting from the merger with Parselaya,
S.L. was offset by acquisitions during the
year. Lastly, the rises in interest are due to
acquisitions during the year (note 10).
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3. DISTRIBUTION OF PROFIT

The distribution of Corporacion Financiera
Alba, S.A.’s profit for 2018 to be submitted
by the Board of Direcfors for approval by
the shareholders at their general meeting,
and the distribution of profit for 2017
approved by the shareholders at their
general meeting, are as follows (in millions
of Euros):

Basis of distribution 2018 2017
Profit for the year 112.2 484.4
Total 112.2 484.4
Distribution to 2018 2017
Reserves 54.0 426.2
Dividends 58.2 58.2
Total 112.2 484.4
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The dividends paid by the Parent in 2018
and 2017 were as follows:

Number of Millions
shares with rights ~ Euros/Share of Euros
2018
Interim dividend for 2018 58,240,000 0.50 29.1
Final dividend for 2017 58,240,000 0.50 29.1
2017
Interim dividend for 2017 58,240,102 0.50 29.1
Final dividend for 2016 58,240,102 0.50 29.1
A final dividend from 2018 profit of Euros
0.50 per outstanding share af the date of
payment will be proposed for approval by
the shareholders at their general meeting.
The liquidity statement required under article
277 of the Spanish Companies Act in
relation to the inferim dividend is presented
by the Board of Directors in the notes to the
Parent's individual financial statements.
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4. SIGNIFICANT
ACCOUNTING PRINCIPLES

The main accounting policies used in
preparing the accompanying consolidated
annual accounts were as follows:

a) Business combinations and
non-controlling interests (minority interests)
(note 5)

Business Combinations

Alba applies the acquisition method for
business combinations. The acquisition
date is the date on which Alba obtains
control of the acquiree.

The consideration transferred in a
business combination is calculated

as the sum of the acquisition-date fair
values of the assets transferred, the
liabilities incurred or assumed, the equity
instruments issued and any consideration
contingent on future events or compliance
with certain conditions in exchange for
control of the acquiree.

The consideration fransferred excludes
any payment that does not form part of
the exchange for the acquired business.
Acquisition costs are recognised as an
expense when incurred.
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The Group recognises the assets
acquired and liabilities assumed at

their acquisition-date fair value. Non-
controlling interests in the acquiree are
recognised at the proportionate interest in
the fair value of the net assets acquired.
These criteria are only applicable for
non-controlling interests which grant entry
info economic benefits and entitlement

to the proportional part of net assets of
the acquiree in the event of liquidation.
Otherwise, non-controlling interests are
measured at fair value or value based

on market conditions. Liabilities assumed
include any contingent liabilities that
represent present obligations arising

from past events for which the fair value
can be reliably measured. The Group
also recognises indemnification assefs
transferred by the seller af the same time
and following the same measurement
criteria as the item that is subject to
indemnification from the acquiree, taking
into consideration, where applicable, the
insolvency risk and any contractual limit
on the indemnity amount.

With the exception of lease and
insurance contracts, the assefs acquired
and liabilities assumed are classified
and designated for subsequent
measurement based on contractual
agreements, economic terms, accounting
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and operating policies and any other
conditions existing at the acquisition
date.

The excess between the consideration
given, plus the value assigned to non-
controlling inferests, and the value of net
assets acquired and liabilities assumed,
is recognised as goodwill. Any shortfall,
after evaluating the consideration given,
the value assigned to non-controlling
interests and the identification and
measurement of net assets acquired, is
recognised in profit or loss.

If it has only been possible to determine
a business combination provisionally

at the end of the reporting period,

the identifiable net assets are initially
recognised at their provisional amounts
and adjustments made during the
measurement period are recognised as

it they had been known at that date.
Comparative figures for the previous year
are restated where applicable.

In any event, adjustments to provisional
amounts only reflect information obtained
about facts and circumstances that
existed at the acquisition date and,

if known, would have affected the
measurement of the amounts recognised
at that date.

The potential benefit of the acquiree’s
income tax loss carryforwards and
other deferred tax assets, which are
not recognised as they did not qualify
for recognition at the acquisition date,
is accounted for as income tax income
provided that it does not arise from an
adjustment of the measurement period.

Contingent consideration is classified
in accordance with the underlying
contfractual terms as a financial asset,
financial liability, equity instrument

or provision. Subsequent changes in
the fair value of a financial asset or
financial liability are recognised in
consolidated profit or loss or other
comprehensive income, provided that
they do not arise from a measurement
period adjustment. Contingent
consideration classified as equity is not
remeasured, and subsequent seftlement
is accounted for in equity.
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Contingent consideration classified as a
provision is subsequently recognised in
accordance with the relevant measurement
standard.

The cost of the business combination
includes contingent consideration, if this
is probable at the acquisition date and
can be reliably estimated. Subsequent
recognition of or changes to contingent
consideration are recognised as o
prospective adjustment fo the cost of the
business combination.

Non-controlling interests
(minority interests)

Non-confrolling interests in subsidiaries
are recognised at the acquisition date at
the proportional part of the fair value of
the identifiable net assets. Non-controlling
interests in subsidiaries acquired prior

fo the transition dafe were recognised

af the proportional part of the equity

of the subsidiaries at the date of first
consolidation.
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The consolidated profit for the year and
changes in equity of the subsidiaries
affributable to Alba and non-controlling
inferests affer consolidation adjustments and
eliminations is defermined in accordance
with the percentage ownership at year end,
without considering the possible exercise
or conversion of potential voting rights and
after discounting the effect of dividends,
agreed or not, on cumulative preference
shares classified in equity accounts.
However, Group and non-controlling
interests are calculated taking info account
the possible exercise of potential voting
rights and other derivative financial
instruments which, in substance, currently
allow access to the economic benefits
associated with the inferests held, such as
entilement fo a share in future dividends
and changes in the value of subsidiaries.

The results and each component of other
comprehensive income are allocated to
equity affributable to equity holders of the
Parent and to non-controlling interests in
proportion to their investment, although this
implies a balance receivable from non-
controlling interests. Agreements entered
info between the Group and non-controlling
inferests are recognised as a separate
fransaction.
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b) Investment property (note 6)

Investment property, buildings used for
rental purposes, is initially recognised
at cost, including transaction costs.
These investments are subsequently
measured at fair value, determined by
independent experts in accordance with
the following definition: “Is the price af
which the building could be sold under
private contract between a willing seller
and an arm'’s length buyer on the date
of valuation, it being assumed that the
property is publicly exposed to the
market, that market conditions permit
orderly disposal and that a normal
period, having regard to the nature of the
property, is available for the negotiation
of the sale”. Changes in fair value are
recognised in the income statement for
the period in which they arise. These
investments are not depreciated.

b.1) Leases

Determination of whether a contract is, or
confains, a lease is based on the economic
substance of the agreement at the date
thereof. The confract is analysed fo verify
whether its fulfilment depends on the use of
an asset or specific assefs or the agreement
implies the right of use of an asset or assets,
although this right is not explicitly specified
in the contract.

leases in which the Group maintains
substantially all the risks and rewards
incidental fo ownership are classified as
operating leases. Contingent rents are
recognised as income in the year in which
they are obtained.

c) Property, plant and equipment (note 7)

In application of IFRS 1 “FirsHime Adoption
of International Financial Reporting
Standards” buildings for own use were
recognised on 1 January 2004 at fair
value, determined by independent experts
as defined in the previous nofe, considering
this amount to be the cost of acquisition.
This increase in value was credited to
equity in the consolidated balance sheet.
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The remaining property, plant and
equipment are valued at cost of
acquisition; inferest or exchange
differences are not included. Costs of
expansion, modernisation or improvements
which increase the productivity, capacity or
efficiency or extend the useful lives of assefs
are capitalised as an increase in the cost
of those assets.

Depreciation is on a straightline basis,
distributing the carrying amount over
the estimated useful lives of the assets,
in accordance with the following

percentages:
Percentage
of annua
epreciation
Buildings and constructions 2
Technical installations 8
Furniture and fixtures 10
Information technology 95
equipment
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If the carrying amount of an asset exceeds
its recoverable amount, the asset is
considered to be impaired and its carrying
amount is immediately reduced fo its
recoverable amount.

d) Intangible assets
d.1) Goodwill

Goodwill is defermined using the same
criteria as for business combinations (see
note 5).

Goodwill is not amortised but is tested for
impairment annually or more frequently
where events or circumstances indicate
that an asset may be impaired. Goodwill
on business combinations is allocated to
the Group's cash-generating units (CGUs)
or groups of CGUs that are expected to
benefit from the synergies of the business
combination and the criteria described in
nofe 8 are applied. Affer initial recognition,
goodwill is measured at cost less any
accumulated impairment losses.

The recoverable amount of the assets is
the higher of their fair value less costs of
disposal and their value in use.
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If the recoverable amount is less than the
carrying amount of the asset, the difference
is recognised under impairment losses in
the consolidated income statement.

d.2) Customer portfolio

The relationships with customers that Alba
recognises under customer portfolios are
separable and based on a contfractual
relationship, thus meeting the requirements
sef out in prevailing legislation for
consideration as intangible assets separate
from goodwill. In general, these are
cusfomer service contracts that have been
recognised in the allocation of fair values
in business combinations.

The fair value allocated to customer
contract portfolios acquired from third
parties is the acquisition price.

The income approach was used to
defermine the fair value of infangible assets
allocated in business combinations in the
form of customer relationships; discounting
the cash flows generated by these
relationships at the date of acquisition of
the subsidiary. Cash flows are estimated
based on the sales, operating investments
and EBITDA margins projected in the
company's business plans.

Customer portfolios are amortised on a
straightline basis over their estimated useful
lives. The useful life is estimated based

on indicafors such as average length of
relationship with customers or the average
annual customer churn rafe. The useful

lives allocated to these infangible assefs
are reviewed at the end of each reporting
period. The useful life of the customer
portfolio is 10 years.

Customer portfolios are allocated to cash-
generating units (CGUs) in accordance with
their respective business segment and the
country of operation.
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d.3) Other intangible assets

These are intangible assets that were
recognised in business combinations.

They are amortised on a straightline
basis over their estimated useful life that is
between 3 and 60 years.

Other intangible assets are allocated to
cash-generating units (CGUs) in accordance
with their respective business segment and
the country of operation.

If an event or change in circumstances
indicates that the carrying amount of assets
subject to amortisation or depreciation may
not be recoverable, Alba determines whether
impairment losses have been incurred.

An impairment loss is recognised as the
difference between the carrying amount of
the asset and ifs recoverable amount. The
recoverable amount is the higher of fair value
of the asset less costs of disposal and value
in use. For impairment testing purposes,
assets are grouped at the lowest level for
which separate identifiable cash flows can
be identitied (cash-generating unit, CGU).
Impaired nonfinancial assets other than
goodwill are reviewed af the end of each
reporting period fo assess whether the loss
has been reversed.
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e) Investments in associates (note 10)

Investments in associates are accounted

for using the equity method from the date
that significant influence commences until

the dafe that significant influence ceases.
However, if on the acquisition date all or
part of the investment qualifies for recognition
as non-current assets or disposal groups held
for sale, it is recognised at fair value less
costs of disposal.

Investments in associates are initially
recognised at cost of acquisition, including
any cost directly affributable fo the
acquisition and any consideration receivable
or payable contingent on future events or on
compliance with certain conditions.

The excess of the cost of the investment
over the Group's share of the fair values of
the identifiable net assefs is recognised as
goodwill, which is included in the carrying
amount of the investment.

The Group's share of the profit or loss of
associafes is recognised as an increase or
decrease in the value of the investments, with
a credit or debif to share of the profit or loss
for the year of associates. The Group’s share
of other comprehensive income of associates
from the date of acquisition is recognised as
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an increase or decrease in the value of the
investments in associates with a balancing
enfry in other comprehensive income

based on the nature of the investment. The
distribution of dividends is recognised as

a decrease in the value of the investment.
The Group's share of profit or loss, including
impairment losses recognised by the
associates, is calculated based on income
and expenses arising from application of the
acquisition method.

The Group's share of the profit or loss of
an associate and changes in equity is
calculated without considering the possible
exercise or conversion of potential voting
rights.

Impairment is calculated by comparing the
carrying amount of the net investment in the
associate with its recoverable amount. The
recoverable amount is the higher of value

in use and fair value less costs of disposal.
Accordingly, value in use is calculated to the
extent of the Group's interest in the present
value of estimated cash flows from ordinary
operations and the income generated on
final disposal of the associate.

Impairment losses are not allocated to
goodwill or other assets implicit in the
invesiment in associates derived from

application of the acquisition method. In
subsequent years, reversals of the value of
invesiments are recognised in profit or loss to
the extent of any increase in the recoverable
amount. Impairment losses are presented
separately from the Group's share of profit or
loss of associafes.

f) Investments at fair value through profit or
loss (note 11)

Investments held with the infenfion of not
selling them in the short term and those
held through venture capital companies are
included in this line item.
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They are recognised at fair value through
profit or loss.

The fair value of investments in unlisted
companies was determined using the most
suitable method for each investment of either
the analysis of multiples of comparable
companies or the discounted cash flow
method.

g) Non-current assets held for sale

(notes 6 and 11)

Assets for which there is a sale offer or their
sale is highly probable within the next 12
months are included in this line item. Non-
current assets held for sale are measured at
the lower of their carrying amount and fair
value less costs 1o sell.

h) Calculation of fair value
(notes 6, 11 and 20)

Alba measures financial instruments and non-

financial assets such as investment property
at their fair value at the reporting date of

the financial statements. Also, details of the
fair value of financial assets measured af
amortised cost are provided in note 20. Fair
value is the price that would be received fo
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sell an asset or paid to transfer a liability
in an orderly transaction between market
participants af the fransaction date. A
fair value measurement assumes that the
fransaction to sell the asset or transfer the
liability takes place either:

« In the principal market for the asset or

liability; or

« In the absence of a principal market, in
the most advantageous market for the
asset or liability.

The principal or most advantageous market
must be a market that is accessible for

Alba.

The fair value of an asset or a liability

is calculated using the assumptions that
market participants would use when
pricing the asset or liability, assuming that
market participants act in their economic
best interest.

A fair value measurement of a non-
financial asset takes info account a market
participant’s ability fo generate economic
benefits by using the asset in ifs highest
and best use or by selling it to another
market participant that would use the asset
in its highest and best use.
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Alba uses valuation techniques appropriate
to the circumstances and for which sutficient
information is available fo calculate the

fair value, maximising the use of relevant
observable inputs and minimising the use of
unobservable inputs.

All the assets and liabilities for which
calculations or disclosures of their fair value
are made in the financial statements are
categorised within the fair value hierarchy
described below, based on the lowest level
input necessary for the calculation of the fair
value measurement in its entirety:

« level 1- Quoted prices (unadjusted) in
active markets for identical assets or
liabilities.

« level 2- Valuation techniques for which the
lowest level input used, which is significant
for the calculation, is directly or indirectly
observable.

« level 3- Valuation techniques for which the
lowest level input used, which is significant
for the calculation, is unobservable.

For assets and liabilities that are recognised
in the financial statements on a recurring
basis, af the end of each year Alba
reviews their cafegorisation (based on the
lowest level input that is significant for the
calculation of fair value as a whole) to
determine whether there have been any
fransfers between the different levels of the
hierarchy.

Alba determines the policies and procedures
for recurring fair value calculations, such as
property investments and unlisted financial
assefs.

In order to value significant assets and
liabiliies, such as property investments,
financial assets and contingent
consideration, internal and external valuators
are used.

For the purposes of the required disclosures
of fair value, the Group has determined
the different classes of assefs and liabilities
based on their nature, characteristics,

risks and fair value hierarchy as explained
previously.
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i) Loans and receivables (notes 12 and 13)

The Group initially measures financial assets
included in this category (other financial
assets and trade and other receivables) at
fair value, which is the fransaction price.

In fransactions with a due date within one
year for which there is no confractual inferest
rate, dividends receivable and receivables
on called-up equity instruments expected to
be collected in the short term are measured
at their nominal amount, as the effect of not
discounting the cash flows is immaterial.

Subsequently these financial assets are
measured at amortised cost and the interest
accrued is recognised in the income
statement using the effective interest method.
At least once a year, provided there is
objective evidence that a loan or receivable
is impaired, Alba carries out impairment
testing. Based on this analysis, if applicable,
Alba recognises the corresponding
impairment losses.

The impairment loss on these financial assefs
is calculated as the difference between their
carrying amount and the present value of the
estimated future cash flows, discounted at
the effective interest rate.
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Impairment and its reversal are recognised
as an expense or income, respectively, in
the income statement. The loss can only

be reversed up to the limit of the carrying
amount of the receivable that would have
been recorded at the reversal date had the
impairment loss not been recognised.

i) Cash and cash equivalents (note 14)

This line item of the balance sheet includes
cash on hand, demand deposits and other
current highly liquid investments that are
readily convertible to cash and subject to an
insignificant risk of changes in value.

k) Financial liabilities (note 19)

Financial liabilities generally include loans
and borrowings that are initially recognised
at the cash amount received, less transaction
costs. In subsequent periods they are carried
at amortised cost using the effective interest
method.
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[) Own shares (note 15)

Own shares are recognised as a reduction
in equity. No gain or loss is recognised for
the purchase, sale, issue, redemption or

cancellation of Alba’s own equity instruments.

m) Provisions (note 17)

Provisions are recognised for present
obligations arising from a past event when it
is probable that an outflow of resources will
be required to seffle the obligation and the
amount can be reliably estimated. If the time
effect of money is significant, the provision
is discounted using a prefax rate. When
discounted, increases in the provision due
fo the passage of time are recognised as a
finance cost.

n) Income tax (note 22)

The income tax expense is calculated as the
sum of current fax, calculated by applying
the relevant tax rate fo the taxable income
or fax loss for the period, less any existing
deductions and credits, plus any changes in
recognised deferred tax assets and liabilities

during the period. The income tax expense
is recognised in the income statement except
when it relates to transactions recognised
directly in equity, in which case the
associated tax is also recognised in equity,
or as part of a business combination with a
charge or credit to goodwill.

o) Alternative pension plans

Alba has three plans, two defined benefit
plans and one defined contribution plan,
which are externalised fo insurance
companies and require that confributions be
made fo a separately managed fund.
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The Group recognises the confributions
payable to a defined confribution plan in
exchange for a service when an employee
has rendered service to the Group. The
amount of the contributions accrued are
recognised as personnel expenses. If the
confribution already paid exceeds the
confribution due for service before the end
of the period, the Group only recognises
that excess as an asset (prepaid expense) to
the extent that the prepayments will lead fo,
for example, a reduction in future payments
or a cash refund.

When confributions to a defined contribution
plan are not expected to be paid in full
within the 12 months after the end of the
year in which the employees render the
related service, they are discounted using

the market yield on high quality corporate
bonds.
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The projected unit credit method was used to
measure the obligation derived from pension
commitments. VWith this method the benefits
are financed as they are generated, based
on the years of service that the employee
has at the Company, so that the commitment
is fully funded af the time of retirement.

Past service cost is recognised in the
consolidated income statement at the earlier
of the following dates:

« When the plan amendment or curtailment
occurs: and

« When the Group recognises related
resfructuring costs or fermination benefits.
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The discount rafe of the obligations and

the assefs fo sefile the commitments was
defermined considering the refurn on corporate
bonds with a high credit rating and a similar
maturity to the commitments measured, using
German public debt as a benchmark.

The main assumptions used in 2018 and
2017 to measure the defined benefit
commitments were as follows:

Mortality tables

PERM/F 2000 NP

Technical interest agreed in the policies

2.00% - 3.70%

CPI growth 1.00%
Pay rises 1.00%
Changes in Social Security 1.50%
Discount rafe of obligations and assefs to settle the commitments 2.00%
Retirement age 65
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The changes in the defined benefit plan
obligations and the fair value of the assets
associated with the benefit in 2018 and
2017 are as follows:

Cost of commitments recognised in the
income statement

Subtotal
(Costs)/ included in Obligations Actuarial
Cost of Income from profit/ settled ?ains/
1/1 services net interest (loss) (paid) (losses) 31/12
2018
Qeligaions euf?tdggns (24.8) (1.3) 0.5) 1.8 2.9 : 23.7)
Fair value of assets
associated with the 24.8 0.4 1.6 2.0 (2.9) (0.2) 23.7
benefit
(Obligations) /Rights
under defined benefit
plans, net
2017
ObllgOTlOnS Under {23 O) H 3) (O 5] ('l 8) _ _ (24 8}
defined benefit plans : : : : :
Fair value of assets
associated with the 23.0 0.5 1.0 1.5 - 0.3 24.8

benefit

[Obligations) / Rights
under defined benefit
plans, net
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The confribution expected to be made in
2019 in relafion fo the defined benefit plans
is Euros 1.3 million.

Sensitivity analysis:

Discount rate

Future salary increases

Sensitivity level +0.50% (0.50%) +0.50% (0.50%)

2018

ggssctn%r: the (Obligations) / Rights under defined benefit (9.44%) 10.98% 3739 (3.74%)

2017

:Cr)rlwé)r?sdr]%r: the (Obligations) / Rights under defined benefit (9.44%) 10.99% 3.67% (3.52%)
The confributions related to both plans are p) Share-based payment transactions (note 27)
recognised in the accompanying income
statement and disclosed in 25.a. At 31 December 2018 and 2017 Alba has

no share option schemes.
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q) Recogpnition of income and expenses

Income and expenses are allocated on an
accruals basis, irespective of the timing

of collections and payments and always
taking info account the economic substance
of the transaction.

5. BUSINESS
COMBINATIONS

On @ March 2017, through Deyé Capital
IV, SCR, S.A., Alba acquired 40.30% of
Energyco II, S.A., with registered office

in Portugal, and whose main activity is

the sale of propane gas piped fo the end
cusfomer.

The main reason for this business
combination was that the venture capital
management company, Arta Capital,
SGEIC, SAU, held a majority interest. The
acquiree generated revenue of Euros 15.9
million and a consolidated loss of Euros
(0.6) million for Alba from the acquisition
date to the reporting date. Towards the end
of 2018 this interest was sold for a gain of
Euros 21 million.
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Had the acquisition taken place at 1
January 2017, the Group's revenue and
consolidated loss for the year ended 31
December 2017 would have amounted to
Euros 21.6 million and Euros (0.8) million,
respectively.

Details of the consideration given, the
fair value of the net assets acquired and
goodwill are as follows:

Cash paid 13.4

Non-controlling inferests 12.2

Fair value of net assets

(20.4)

Goodwill
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The amounts recognised by significant class at
the date of acquisition of the assets, liabilities
and contingent liabilities are as follows:

Fair
value
Infangible assets 25.1
Other property, plant and equipment 41.7
Cash 2.7
Receivables and other assets 7.8
Total assets 77.3
Debt with financial institutions 40.7
Liqbihﬁes derived from temporary 126
differences
Other liabilities 3.6
Total liabilities 56.9
Total net assets 20.4
Non-controlling interests (12.2)
Cash outflow for the acquisition (13.4)

Infangible assefs comprise licences,
franchising rights and rights of way with @
useful life of 60 years. Other property, plant
and equipment is backed by deposits and
the distribution network (Euros 13.7 million),
with a useful life of 60 years.

In December 2018 this subgroup was sold
for Euros 36 million, giving rise to a gain of
Euros 21 million.

On 3 March 2017, through Deya Capital
IV, SCR, S.A., Alba acquired 28.07%

of Saflink Group, S.L., with registered

office in Spain, and whose main activity

is researching technological solutions for

the fishing sector. The main reason for this
business combination was that the venture
capital management company, Arta Capital,
SGEIC, SAU, held a majority interest. The
acquired business generated revenue and a
consolidated profit of Euros 31.8 million and
Furos 0.2 million, respectively, for the Group
between the acquisition date and the end of
the reporting period.
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Had the acquisition taken place at 1
January 2017, the Group's revenue and
consolidated profit for the year ended 31
December 2017 would have amounted to
Euros 49.2 million and Euros 3.1 million,
respectively.

Details of the consideration given, the
fair value of the net assefs acquired and
goodwill are as follows:

Cash paid 12.1
Non-controlling interests 18.2
Fair value of net assets (25.3)
Goodwill 5.0

The amounts recognised by significant class
at the datfe of acquisition of the asses,
liabilities and contingent liabilities are as
follows:
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Fair
value
Intfangible assets 46.0
Other property, plant and equipment 0.9
Cash 14.8
Receivables and other assets 19.8
Total assets 81.5
Debt with financial institutions 33.6
liabilities derived from temporary 12.0
differences
Other liabilities 9.7
Total liabilities 56.2
Total net assets 25.3
Non-controlling interests (18.2)
Cash outflow for the acquisition (12.1)

Intfangible assets comprise industrial designs,
IT applications, trademark and the customer
portfolio (Euros 46.0 million) with a useful life
of between 3 and 15 years.

The fair value estimates of both business
combinations were carried out by an
independent expert. Both business
combinations are recognised in the
consolidated annual accounts at 31
December 2017 and the value at which they
are recorded is considered definitive.
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6. INVESTMENT PROPERTY

This line item comprises buildings

leased out. The contract with the

former property investment valuation-
appraisal company, C.B. Richard Ellis,
S.A., expired in 2017 and tenders

were called for the assignment. Savills
Consultores Inmobiliarios, S.A., specialists
in valuing this kind of investment, were
selected. The valuation was performed
according to the Property Appraisal and
Valuation Standards and Observations
Guide published by the Royal Institution
of Chartered Surveyors in the United
Kingdom, and is based on the Discounted
Cash Flow and Comparison method.

The methodology used to calculate the
market value of investment assefs consists
of preparing 10 years’ worth of income
and expense projections for each asset,
which will subsequently be updated at the
reporting date using a market discount
rate. The residual amount at the end of
year 10 is calculated applying a rate of
refurn (“exit yield” or “cap rate”] to the
nef income projections for year 11. The
market values thus obtained are analysed
by calculating and analysing the yield
capitalisation implicit in these values.
The projections are aimed at reflecting
the future income and expenses of the

real estate assets. Both the rate of return
and the discount rate are defined in
accordance with the domestic market and
considering the conditions prevailing in the
institutional market.

The valuation method used considers
each property on an individual basis

and does not contemplate applying any
adjustments because it belongs to a large
portfolio of properties. For each property
a rent capitalisation rate considered to
be market has been assumed, which

was subsequently adjusted based on the
following parameters:

« The duration of the lease contract and the
solvency of the tenant.

« The location of the premises within the
municipality (centre, metropolitan area or

periphery).

» The immediate surroundings of the
property.

« The stafe of conservation of the property
(external and internal).

« The distribution of the property’s surface
area between below ground and above
ground.
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o The facade looks onto one or more streets
(corner, chamfer).

« The rental situation compared to market
rent.

The geographical distribution of the
valuation is as follows:

2018 2017

Madrid 310.6 319.8

Barcelona 16.7 16.7

Total 327.3 336.5

Movement in this item is as follows:

Balance at 1-1-17 349.1
Increases 3.0
Decreases (16.5)
Changes in fair value 0.9

Balance at 31-12-17 336.5
Increases 2.3
Decreases (11.7)
Changes in fair value 0.2

Balance at 31-12-18 327.3
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In 2018, decreases reflect the sale of an
office block and various indoor parking
spaces for a gain of Furos 2.7 million,
while increases reflect improvements to the
buildings.

In 2017, decreases reflect the sale of
various buildings in Madrid and one in
Mallorca for a gain of Euros 2.8 million,
while increases reflect improvements to the
buildings.

The most significant data regarding lettable
area at 31 December, is as follows:

2018 2017
Above ground surface area (m?) 83,730 85,781
Rented area (m?) 71,984 74,102
Occupancy rate (%) 86.0% 86.4%
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Following is a sensitivity analysis of the
main variables that are taken info account
when valuing all the investment property
of Alba. The following table shows the
potential variation in fair value of all the
investment property in the event of a

10% decrease/increase in rent of all the
buildings and in the event of a 25 b.p.
decrease/increase in the rate of return
("Exit yield"):

Exit Zie|d Exit Zie|d

Year -10% rent +25% BP -257% BP +10% rent

2018 (Q.67%) (3.75%) 4.04% Q.67%

2017 (@.34%) (3.56%) 3.99% Q.34%
The expenses associated with vacant surface 2018 2017
area are not significant enough to be
disclosed. Up to 1 year 15.3 14.6

Bet 1 and 5 18.9 19.3

lease income for the non-cancellable period A
at 31 December 2018 and 2017, calculated ~ More than 5 years 1.1 2.3
until confractual maturity, is as follows: Total 35.3 36.2

Insurance policies are contracted to cover the
risk of damage fo these assets.
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/. PROPERTY, PLANT AND EQUIPMENT

Movement in this balance sheet item is as follows:

Buildings Other property Total
Cost
Balance at 1-1-17 19.6 2.3 21.9
Increases 0.5 0.5
Disposals (1.4) (1.4)
Business combinations 42.6 42.6
Balance at 31-12-17 19.6 44.0 63.6
Accumulated depreciation
Balance at 1-1-17 (12.4) (2.0) (14.4)
Increases (0.8) (2.5) (3.3)
Business combinations - 1.4 1.4
Balance at 31-12-17 (13.2) (3.1) (16.3)
Provisions
Balance at 1-1-17 (0.5) (0.5)
Decreases 0.1 0.1
Balance at 31-12-17 (0.4) (0.4)
Balance at 31-12-17 6.0 40.9 46.9
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Buildings Other property Total
Cost
Balance at 1-1-18 19.6 44.0 63.6
Increases - 1.2 1.2
Disposals - (39.3) (39.3)
Balance ot 31-12-18 19.6 6.0 25.5
Accumulated depreciation
Balance at 1-1-18 (13.2) (3.1) (16.3)
Increases 0.8) (0.3) (1.0)
Balance at 31-12-18 (13.9) (3.4) (17.3)
Provisions
Balance ot 1-1-18 (0.4) - (0.4)
Reversals 0.1 - 0.1
Balance ot 31-12-18 (0.3) - (0.3)
Balance at 31-12-18 5.3 2.6 7.9
Disposals for the year consist of the sale of Insurance policies are contracted to cover the
the Energyco Il subgroup (Note 2.3) risk of damage to the various property, plant

and equipment.
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8. GOODWILL (NOTE 5)

Movement in goodwill is as follows:

Balance at 1-1-17

Entry of CGU Energyco Group 5.2
Entry of CGU Satlink Group 5.0
Balance at 31-12-17 10.2
Entry of CGU Energyco Group (5.2)
Balance at 31-12-18 5.0
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Goodwill has been allocated to the cash-
generating units (CGU) of the Group.

Goodwill is allocated to CGUs for
impairment festing purposes. Goodwill is
allocated 1o the CGUs that are expected to
benefit from the business combination from
which the goodwill arose.

The nature of the assets included to
defermine the value in use of each cash-
generating unit is as follows: property,
plant and equipment, goodwill and other
infangible assets and working capital.

No impairment losses have been
recognised on goodwill in 2018 and
2017.

The Group tests goodwill for impairment at
the end of each reporting period, or earlier
if there are indications of impairment, in

accordance with the accounting policy
described in note 4.d1.

The recoverable amount of a CGU is
determined based on calculations of its fair
value on the basis of the valuation report
drawn up by an independent external
valuer, Emst & Young. The method used to
determine the recoverable amount is based
on discounted future cash flows.



FREE TRANSLATION FROM THE ORIGINAL IN
SPANISH. IN THE EVENT OF DISCREPANCY,
THE SPANISHLANGUAGE VERSION PREVAILS.

Financial projections (sales, EBITDA,
investments, efc.) are based on the budgets
and business plans of the companies
themselves (same as CGU) approved by
their respective Boards of Direcfors. These
projections are not published and are
presented to the Group at Board meetings.
In any case, the reasonableness of the
projections prepared by the companies

is contrasted with different market
comparables and the Group'’s own opinion
based on its past experience. Financial
projections have a five-year period.

The key valuation variables are as follows:
Discount rate (WACC] and perpetual
growth rate (g):

« The WACC is calculated using the
Capital Asset Pricing Model (CAPM|
generally accepted by the financial
community and on the basis of market
variables obtained through Bloomberg,
such as the return on a fen-year bond
or the levered beta with respect to the
reference stock market index. In addition,
various infernal estimates are used, such
as: the spread between the non-current
debt of the Company and the ten-year
bond, the tax rate (same as for the
terminal value cash flow| or the target
capital structure.

« The perpetual growth rate is calculated
based on each company and the market in
which they operate.

The assumptions used to calculate the fair
value of the Satlink CGU have been a
discount rate of 11.9% and a perpetual
growth rate of 1.2%.
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Q. OTHER INTANGIBLE
ASSETS (NOTE 5|

Movement in infangible assets is as follows:

Balance at 1-1-17

Additions due to business 67.0
Balance at 1-1-18 67.0
Additions 0.1
Disposals (22.0)
Balance at 31-12-18 38.1

Disposals in 2018 consist of the sale of
the Energyco Il subgroup (see note 2.3
and amortisation of Euros 4.5 million.
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Details of intangible assefs in 2018 and
2017 are as follows:

In millions of Euros

2018

2017

Estimated
useful life

Industrial designs

Computer software

Trademarks

Cusfomer portfolio

22.6

Other

23.9

Total

38.1

67.0

No other intangible assets are subject to
restrictions on fifle or pledged as security for
particular transactions.

The Group has no fully amortised infangible
assets.

Other infangible assets are tested for
impairment as described in note 4.d. No
impairment losses have been recognised or

reversed in 2018 and 2017.
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10. INVESTMENTS IN ASSOCIATES

Variations in this item during 2018 were as
follows:

Consolidated

Dividends
accrued and

value at Profit/(loss) share premium
Company 1-1-18 of associates reimbursement
Acerinox, S.A. 574.3 449 (23.6)
Bolsas y Mercados Esparioles 304.8 16.4 (18.0)
Sociedad Holding de Mercados
y Sistemas Financieros, S.A.
CIE Automotive, S.A. 299.6 39.3 (47.0)
Ebro Foods, S.A. 334.4 17.8 (10.6)
Euskaltel, S.A. 166.1 6.9 (5.7)
Indra Sistemas, S.A. 213.7 12.6
Parques Reunidos Servicios Centrales, S.A. 241.7 (1.3) (4.0)
Rioja Luxembourg S.a.rl. 9.8 (34.6)
Viscofan, S.A. 248.5 15.0 (9.7)
Totals 2,383.1 161.4 (153.2)

[*) Reflects the value of the interest in Naturgy.
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Variations in
consolidated Consolidated Market
Acquisitions/ equity of the Reversal/ value at value at
(disposals) associates (impairment) 31-12-18 31-12-18
10,0 605.6 453.4
(2.3) (22.1) 2/8.8 2453
2.7 (5.0) 289.6 279.3
53.0 4.3 398.9 375.8
0.1 11.9 179.3 137.4
(9.9) 2164 153.1
12.0 0.1 248.5 186.9
5215 (11.9) 484.8 706.0*
40.6 (1.9) 292.5 201.6
629.8 (16.5) (10.2) 2,994.4 2,828.8
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The variations in this item during 2017
were as follows:

Consolidated

value at Profit/(loss) Dividends
Company 1-1-17 of associates accrued
Acerinox, S.A. 608.7 44 .4 (23.6)
ACS, Actividades de Construccién y Servicios, S.A. 390.9
Bolsas y Mercados Espaiioles, 318.1 18.5 (18.2)
Sociedad Holding de Mercados
y Sistemas Financieros, S.A.
CIE Automotive, S.A. (3.9)
Ebro Foods, S.A. 2719 24.5 (9.3)
Euskaltel, S.A. 166.3 2.0 (6.0)
Indra Sistemas, S.A. 193.3 14.5
Parques Reunidos Servicios Centrales, S.A. 133.4 1.5 (3.3)
Viscofan, S.A. 238.8 13.5 (7.7)
Totals 2,3214 118.9 (71.7)
1/2
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Variations in
consolidated Consolidated Market
Acquisitions/ Reversal/ equity of the value at value at
(disposals) (impairment) associates 31-12-18 31-12-17
(55.2) 5743 623.6

(390.9)

(13.9) 0.3 304.8 267 .8
303.2 209.6 312.3
621 (14.8) 334.4 360.5
24.8 (20.9) (0.1) 166.1 133.6
5.3 0.6 213.7 212.0
1121 (2.0) 241.7 239.9
7.6 (3.7) 248.5 290.3
118.9 (29.5) (74.9) 2,383.1 2,440.0
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The variations in consolidated equity

in 2018 and 2017 are due primarily
to adjustments derived from franslation,
changes in the value of financial assets
through equity, variations in own shares
and transition adjustments resulting
from the application of new accounting
standards.

The gains achieved in 2017, recognised
as gains on disposal and income

from financial assets and other in the
consolidated income statement for 2017,
were almost entirely derived from the
sale of 7.52% of ACS, Actividades de
Construccion y Servicios, S.A. for Euros
743 .4 million for a gain of Euros 352.7

million.
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Assets

Liabilities

Consolidated
profit Other
Non- Non- attributable  comprehensive
Current current Current current Revenues fo the parent income
Acerinox, S.A.
2018 2,473.8 2,133.8 1,262.1 1,226.2 5,010.8 237.1 70.6
2017 2,256.4 2,147.6 1,284.3 1,149.4 4,626.9 234.1 [289.5]
Bolsas y Mercados Espafioles, Sociedad Holding de Mercados y Sistemas Financieros, S.A.
2018 14,231.8 178.5 13,970.5 40.2 307.4 136.1 2.5
2017 22,509.5 173.7 22,232.6 20.1 320.8 153.3 1.6
CIE Automotive, S.A.
2018 1,159.2 2,504.7 1,222.9 ,392.1 3,029.5 396.8 (8.8)
2017 1,558.7 2,921.2 1,813.3 ,329.6 2,842.5 2154 (108.6]
Ebro Foods, S.A.
2018 1,241.1 2,591.3 802.2 840.0 2,646.5 141.6 40.3
2017 1,293.3 2,369.9 771.4 769.8 2,507.0 220.6 (137.4)
Euskaltel, S.A.
2018 V777 2,721.0 361.6 ,562.2 674.6 62.8
2017 136.2 2,768.3 246.5 ,694.4 609.3 49.6
Indra Sistemas, S.A.
2018 2,336.4 1,704.9 ,800.9 562.7 3,103.7 119.8 (24.9)
2017 2,208. 1,658.4 ,973.7 ,243.9 3,011.1 126.9 (4.6)
Parques Reunidos Servicios Centrales, S.A.
2018 129.9 2,138.7 196.9 975.6 583.1 121 (3.2)
2017 187.1 1,907.0 171.0 814.3 579.3 11.3 (11.3)
Rioja Luxembourg S.a.r.l.
2018 99.0 3,582.0 1,876.0 36.0 (45.0)
2017 - -
Viscofan, S.A.
2018 506.2 527.6 173.7 102.4 786.0 123.7 (10.3)
2017 4451 515.7 113.6 119.6 778.1 122.1 (33.4)
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Notices of shareholding:

Notifications were issued concerning the
acquisition, modification and disposal of
inferests in the share capital of the companies,
in accordance with prevailing legislation.

In 2018 notifications were issued to:

Rioja Luxembourg, S.a.rl. .. 25.73%

Purchase

Naturgy Energy Group, S.A. .............. 0.11%

Purchase

CIE Automotive, S A. .. 0.10%

Purchase

Ebro Foods, S.A. ... 2.00%

Purchase
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Parques Reunidos

Servicios Centrales, S A. .................... 1.42%
Purchase

Viscofan, SIA. oo 1.68%
Purchase

Energyco ll, SAA. . 40.30%
Sale

Arté Partners, SA. 0.16%
Sale
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In 2017 notifications were issued to:

Bolsas y Mercados Esparioles,

Sociedad Holding de

Mercados y S.F, SA. ... 1.49%
Purchase
CIE Automotive, S A. ... 10.00%
Purchase
Ebro Foods, SA......ooii 1.99%
Purchase
Euskaltel, SA. ... 1.65%
Purchase

Parques Reunidos

Servicios Centrales, S.A. ................ Q.48%
Purchase
Viscofan, SA. ..o . 0.30%
Purchase

ACS, Actividades de Construccion y

Servicios, S.A...... 7.52%
Sale
Clinica Baviera, SAA..................... 20.00%
Sale

The associates whose quoted price af
2018 year end is lower than their carrying
amount are as follows: Acerinox, S.A.,
Bolsas y Mercados Esparioles, Sociedad
Holding de Mercados y Sistemas
Financieros S.A., CIE Automotive, S.A.
Ebro Food, S.A., Euskaltel, S.A., Indra
Sistemas, S.A. and Parques Reunidos
Servicios Centrales. S.A. The value in use
of Viscofan, S.A. has not been calculated
due fo the scant difference between its
carrying amount and its quoted price. In
such cases the Investment Department of
Alba calculates the value in use of each
investment, which will be reviewed by the
Finance Department without the involvement
of independent experts. The method used
is cash flow discounting, subsequently
subfracting the value of net debt and non-
controlling interests. The main assumptions
used are as follows:
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Bolsas y
Mercados,
Sociedad Holding
de Mercados
y Sistemas CIE Automotive,
Acerinox, S.A. Financieros, S.A. S.A. Ebro Foods, S.A.
Perpetual growth rate 2.0% 1.5% 2.0% 1.5%
Discount rate (WACC) 8.3% 8.9% 8.9% 7.2%
Capital structure
Capital 80% 100% 80% 80%
Debt 20% 20% 20%
Equity ratio Q.6% 8.9% 10.3% 8.3%
Cost of debt affer tax 3.3% n.s. 3.0% 2.8%
Estimated value in use (€/share) 13.67 27.65 30.40 19.01

1/8
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Parques Reunidos

Indra Sistemas, Servicios

Euskaltel, S.A. S.A. Centrales, S.A.
1.5% 1.5% 2.0%

7 .3% Q.0% 8.2%

65% 85% 7 9%

35% 15% 21%

Q.5% 10.0% Q.4%

3.1% 3.6% 3.9%

Q.12 13.12 15.88

At 31 December 2018, Alba has
recorded impairment of its inferest in
Bolsas y Mercados, Sociedad Holding
de Mercados y Sistemas Financieros,
S.A., with accumulated impairment at
year end fotalling Euros 36.0 million.
The impairment of the interest in Euskaltel,
S.A. has been partially reversed, with
accumulated impairment at year end
tofalling Euros 9.0 million.

The associates whose quoted price af
2017 year end was lower than their
carrying amount are as follows: Bolsas y
Mercados Esparioles, Sociedad Holding
de Mercados y Sistemas Financieros S.A.,
Euskaltel, S.A., Parques Reunidos Servicios
Centrales, S.A. and Indra Sistemas, S.A. In
these cases, the method used to calculate
value in use is cash flow discounting,
subsequently subfracting the value of net
debt and non-controlling interests. The
assumptions used were as follows:

1/9
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Bolsas y

Mercados,

Sociedad Holding

de Mercados Parques Reunidos

y Sistemas Indra Sistemas, Servicios

Financieros, S.A. Euskaltel, S.A. S.A. Centrales, S.A.

Perpetual growth rate 1.5% 1.5% 1.8% 2.0%

Discount rate (WACC) 8.9% 7 .2% Q.0% 8.2%
Capital structure

Capifal 100% 65% 85% 73%

Debt 35% 15% 27 %

Equity ratio 8.9% Q2% 10.0% Q4%

Cost of debt after tax n.s. 3.5% 3.7% 3.9%

Estimated value in use (€/share) 30.23 8.45 14.88 18.11

At 31 December 2017 Alba recorded
impairment of its inferest in Bolsas

y Mercados, Sociedad Holding de
Mercados y Sistemas Financieros, S.A.,

with accumulated impairment at year end
tofalling Euros 13.9 million. The accumulated
impairment at year end in Euskaltel, S.A.
totalled Euros 20.9 million. The impairment
of the interest in Indra Sistemas, S.A. was
reversed in full.
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Financial projections (sales, EBITDA,
investments, efc.) are based, where
available, on the budgets and business
plans of the investees themselves approved
by their respective Boards of Direcfors. In the
event of any subsequent updates or reviews
of these business plans by the companies
themselves, the latest available version will
be used. It should be noted that in most
cases the budgets and business plans of
the investees are infernal and have not
been communicated to the market. In any
case, the reasonableness of the projections
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prepared by the companies is contrasted
with the market consensus, historical data
and the opinion of Alba’s own team based
on its past experience. If the companies
have either not prepared projections or have
outdated projections, their value is based on
the consensus estimates available through
platforms such as Bloomberg or Factset.

In theory, no adjustments are made to the
projections prepared by the companies or
the consensus estimates. However, it may be
necessary fo use internal estimates prepared
by Alba in certain situations:

« When the existing projections, either those
prepared by the companies themselves or
the consensus of analysts, do not cover
the minimum projected period required,
established as af least five years, and it
is necessary to extend the estimate to this
minimum period.

« In the case of the consensus estimates,
when it is considered that the sample
is not sufficiently large or representative
as the consensus is formed from too low
a number of estimates. In general, the
number of analysts that contribute estimates
fo the consensus is lower the longer the
period and the consensus ceases fo be
representative in the final years of the
explicit period.

« The consensus estimate fends fo be
significant for sales and EBITDA, but less
so for ofher relevant cash flow variables
such as investments, the tax rate or the
change in working capital. For these
variables, own estimates are prepared
based on a representative sample
of analysts estimates, the company’s
history and the knowledge acquired
by Alba through its presence on the
respective boards of direcfors and its past
experience in this company or similar
companies.

« All internal estimates are compared
with the Company’s historical data and
analysts’ reports, where appropriate.

At 31 December 2018 the Group has
used financial estimates with a time
horizon of five years (2019-2023) for

all the associates analysed, subsequently
calculating a ferminal value on the basis of
this explicit five year period.
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Following is @ summary of the main
assumptions applied in the financial
projections used in the explicit valuation
period (2019-2023) for Acerinox, SA,
Bolsas y Mercados Esparioles, Sociedad
Holding de Mercados y Sistemas
Financieros, SA, CIE Automotive, SA, Ebro

Foods, SA, Euskaltel, SA, Indra, SA and
Parques Reunidos Servicios Centrales, SA:

« Growth of income: for all the companies,
except Parques Reunidos, the expected
cumulative annual growth rafe of income
in the explicit period is in line with or
slightly higher than the perpetual growth
rate used in each case; where it is slightly
higher, this is due to greater growth at
the start of the period that converges with
the perpetual growth rafe in subsequent
years. In Parques Reunidos the situation is
similar, although with a greater difference
in the first years: highly significant
growth is expected in 2019 due to the
incorporation of the four acquisitions
performed in 2018 and the start of 2019
and the extensions and new attractions
currently being developed that will begin
fo generate revenues in 2019 and 2020;
as in the other companies, this growth
rate falls in the second half of the explicit
period to similar levels to the perpetual
growth rafe.
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« EBITDA margins: are in line with
recent historical data (2016-2018) in
Acerinox, Ebro Foods, Euskaltel and
Parques Reunidos and show a slight
upward frend in CIE Automotive and
Indra due to the integration of the
acquisitions performed in both cases and
improvements in efficiency. In the case
of Indra, the EBITDA margin improves
gradually over the first years but fails to
regain the levels of profitability achieved
before the crisis. In the case of Bolsas y
Mercados Esparioles, a similar EBITDA
margin fo that obtained in 2018 has
been assumed, which is substantially less
than the hisforical average.

Investments (expressed as a percentage
of sales|: higher than the historical
average for the past 10 years in Bolsas
y Mercados Esparioles, Euskaltel and
Parques Reunidos due to the expansion
projects currently underway at the three
companies: geographical expansion in
the case of Euskaltel, the aforementioned
expansions of parks and new atfractions
in Parques Reunidos and investments

in systems, technology and new
developments in Bolsas y Mercados
Esparioles. Conversely, this ratio is
slightly lower than the historical 10-year
average in Acerinox, CIE Automotive,
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Ebro Foods and Indra, although in no
case are these differences significant
and, in general, are the result of specific
investments made by these companies

in the past, such as the construction of

the plant in Indonesia in the case of
Acerinox. Acquisitions are not included in
the calculation of the hisforical average
nor are additional acquisitions considered
beyond those already communicated.

The tax rate applied ranges from the
25.0% general Spanish income tax rate
up fo 27.5% -30.0% at those companies
with activities in jurisdictions with higher
fax rafes, although in many of these
countries, such as France and the United
States, tax rates have fallen in recent
years. The present value of tax assefs
recorded by some of these companies has
not been included in these valuations.

« The variation in working capital generally
has litfle impact on these projections.

The WACC rafe is calculated on the

basis of the Capital Asset Pricing Model
(CAPM) generally accepted by the financial
community and based on:

« Market variables obtained through
Bloomberg, such as the rate of return on
the 10-year bond or the levered beta
compared to the stock market index.

« Various internal estimates are used, such
as: the spread between the Company's
non-current debt and the 10-year bond,
the tax rate (same as for the cash flows
used in the terminal value calculation and
is usually the marginal income tax rate
weighted for the different countries in
which the Company operates), the target
capital structure, the market risk premium
(we have historically used a fixed rafe of
5%) or the specific risk premium, which
is added fo the cost of equity (Ke). This
additional risk premium seeks fo reflect
issues such as low liquidity and is based
strictly on internal estimates performed
by Alba. This additional risk premium
serves to raise the cost of equity to
higher levels than would result from the
direct application of the WACC formula,
which in our opinion would, at present,
generate discount rates that are too
low considering the environment of low
interest rates.
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In the valuations carried out at 31
December 2018, the cost of equity varies
by company, between 8.3% and 10.0%,
while the WACC rate ranges from 7.2%
to 9.0 %. These discount rafes are in line
with those used in the previous year for
the corresponding companies and are
firstly contrasted with the available analyst
estimates and, more generally, with the
historical information and experience of
Alba. If we consider the range of estimates
of a significant sample of recent analyst
reports, the discount rates used tend to be
in the upper range and even exceed it in
some cases.

In order to calculate the terminal value, a
normalised cash flow is used based on

the explicit projection for the last year.

This normalisation focuses exclusively on
the long-term sustainable EBITDA margin
assumption, since the other variables either
do not have an impact (for example, it

is always assumed that investments and
depreciation are equal in the terminal
value), they do not vary with respect to

the explicit projections (for example, the
tax rate remains constant in all cases) or
have limited impact given that there are no
significant variations between both periods
(variation in working capital).
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The longterm sustainable EBITDA margin
is estimated internally based on the
projections used in the explicit period,

the historical information available (for
comparison) and the experience of Alba's
team. The margin used in estimating cash
flows for the terminal value is usually
lower or, at most, stable with respect to
the explicit period. If the estimate of the
long-term sustainable EBITDA margin were
substantially higher than that of the last
explicit year, it would indicate that the
Company has not reached a sufficient level
of maturity or stability and would lead us
fo reconsider our estimate of the ferminal
EBITDA margin or to expand the explicit
projection period until reaching that level.

As in the case of all the estimates used

for these valuations, the estimation and
justification of these variables is contrasted
with historical information and with a
significant sample of recent analyst reports.

At 31 December 2018, the perpetual
growth rate ranges from 1.5% to 2.0% per
annum, also without any variations since the
previous year, except for a reduction in the
rafe used in Indra from 1.8% in December
2017 to 1.5% in December 2018. This

variable is also compared with a significant
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sample of recent analyst reports. Regarding
other variables already discussed, such

as the WACC or the tax rate used in the
terminal value calculation, the perpetual
growth rafe is somewhat more varied
depending on the company, but under no
circumstances is it higher than the maximum
value of the sample considered without
there having been significant changes in
recent years, as already mentioned.
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In 2018, Alba carried out the following
sensitivity analysis:

Bolsas y
Mercados,
Sociedad Holding
de Mercados
y Sistemas CIE Automotive,
Acerinox, S.A. Financieros, S.A. S.A. Ebro Foods, S.A.
Discount rate or WACC
Rafe used in 2018 8.3% 8.9% 8.9% 7.2%
Rate equal fo carrying amount Q.2% 8.9% 11.0% 7 .4%
Perpetual growth
Rafe used in 2018 2.0% 1.5% 2.0% 1.5%
Rate equal fo carrying amount 0.5% 1.5% (0.8%) 1.3%
EBITDA margin used fo calculate terminal value
Rafe used in 2018 10.5% 61.8% 16.7% 13.7%
Margin equal to carrying amount Q.2% 61.8% 13.3% 13.3%
Variation in fofal sales to equal (13.7%) (15.0%) (2.5%)
carrying amount
Variation in EBITDA margin fo equal (0.5%) (1.5%) (0.2%)

carrying amount
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Indra Sistemas,

Parques Reunidos

Servicios

Euskaltel, S.A. S.A. Centrales, S.A.
7.3% Q.0% 8.2%

7.3% Q.6% 8.4%

1.5% 1.5% 2.0%

1.5% 0.7% 1.8%

49 .0% 11.0% 30.0%

49 0% 10.1% 29.2%

(6.7%) (2.5%)

(0.6%) (0.4%)
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In 2017, Alba carried out the following
sensitivity analysis:

Bolsas y
Mercados,
Sociedad Holding
de Mercados
y Sistemas
Financieros, S.A. Euskaltel, S.A.
Weighted average cost of capital (WACC)
Rate used in 2017 8.9% 7.2%
Rate equal fo carrying amount 8.9% 7.2%
Perpetual growth
Rate used in 2017 1.5% 1.5%
Rate equal fo carrying amount 1.5% 1.5%
EBITDA margin used to calculate terminal value
Rate used in 2017 66.2% 48.0%
Margin equal to carrying amount 66.2% 48.0%

Variation in fotal sales to equal carrying amount

Variation in EBITDA margin fo equal carrying amount
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Indra Sistemas,

Parques Reunidos
Servicios

S.A. Centrales, S.A.
Q.0% 8.2%
10.8% Q.0%
1.8% 2.0%
(0.8%) 1.0%
12.0% 30.0%
Q.6% 26.7%
(19.4%) (10.5%)
(1.7%) (3.3%)
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In 2018, a variation of +0.5% and —0.5% in
the assumptions used to calculate the value
in use would have the following effect on

this value:
Bolsas y
Mercados,
Sociedad Holding
de Mercados
y Sistemas CIE Automotive,
Variation Acerinox, S.A. Financieros, S.A. S.A. Ebro Foods, S.A.
Weighted average cost of capital (WACC)
+0.5% (8.5%) (10.0%) (7.9%) (10.1%)
-0.5% Q.9% 13.1% Q1% 12.0%
Perpetual growth
+0.5% 6.7% 4.8% 7.2% 8.4%
-0.5% (5.7%) (4.2%) (6.2%) (7.0%)
EBITDA margin
+0.5% 5.8% 1.0% 3.8% 4.9%
-0.5% (5.8%) (1.0%) (3.8%) (4.9%)
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Indra Sistemas,

Parques Reunidos

Servicios

Euskaltel, S.A. S.A. Centrales, S.A.
(28.0%) (15.0%) (25.9%)
39.8% 19.7% 36.0%

15.2% 6.8% 14.0%
(12.8%) (5.9%) (11.9%)

4.5% 10.4% 3.6%

(4.5%) (10.4%) (3.6%)
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In 2017, a variation of +0.5% and —0.5% in
the assumptions used to calculate the value in
use would have had the following effect on
this value:

Bolsas y
Mercados,
Sociedad Holding
de Mercados Parques Reunidos
y Sistemas Indra Sistemas, Servicios
Variation Financieros, S.A. Euskaltel, S.A. S.A. Centrales, S.A.
Weighted average cost of capital (WACC)
+0.5% (5.3%) (16.1%) (8.2%) (11.4%)
-0.5% 6.1% 19.2% Q.4% 13.4%
Perpetual growth
+0.5% 4.8% 15.8% 7 .0% 11.1%
-0.5% (4.2%) (13.3%) (6.1%) (@.4%)
EBITDA margin
+0.5% 0.5% 2.5% 5.2% 2.6%
-0.5% (0.5%) (2.5%) (5.2%) (2.6%)
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11. INVESTMENTS AT FAIR VALUE
THROUGH PROFIT OR LOSS

Investments at 31 December 2018 and 201/
are as follows:

%

Non-current, unquoted 2018 2017
Alvinesa, S.A. 16.83 16.83
C. E. Extremadura, S.A. 1.01 1.01
In-Store Media Group, S.A. 18.89 18.89
Mecalux, S.A. 24.38 24.38
Monbake (through Tarasios Investments S.L.) 3.70

TRRG Holding Limited (formerly Ros Roca) 7.50 7.50
Non-current, quoted 2018 2017
Global Dominion Access, S.A. 5.00

In millions of Euros 2018 2017
Dividends collected 7.8 5.6
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In 2017, the investment in Grupo
Empresarial Panasa, S.L was reclassified to
non-current assets held for sale. In 2018,
Alba (through Deyé Capital) sold its 26.5%
ownership interest in Panasa for Euros 88.4
million. As a result of this sale, which was
announced in November 2017, since the
initial investment in February 2011, Alba
has achieved a return on investment of 3.3x
and an annual TIR of 20%.

Movement during 2018 and 2017 was as

follows:

Balance at 1-1-17 325.2
Additions 12.6
Sales (101.1)
Transfers (88.4)
Changes in fair value 6.2

Balance at 31-12-17 154.5
Additions 48.7
Changes in fair value (2.7)

Balance at 31-12-18 201.1
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Additions in 2018 reflect the acquisition of
the interest in Monbake (through Tarasios

Investments, S.L.) and Global Dominion
Access, S.A.

Additions in 2017 reflect the acquisition

of the interest in Alvinesa, S.A., while
disposals consist of the sale of the interest
in Flex E.D., S.A. for a gain of Euros 7.1
million and in EnCampus Residencias de
Estudiantes, S.A., Siresa Campus Noroeste,
S.A. and Siresa Campus Il, S.A. for a gain
of Euros 13.8 million.

Regarding the investments made by the
first fund, managed by Arté Capital, in
TRR Holding Limited, Mecalux., S.A. and
InStore Media Group, S.A., the valuations
are prepared internally by the personnel
responsible for this function in Artad Capital,
SCIC, SAU and reviewed and approved
by the Investment Committee, without any
independent experts having been involved
in the valuations.

Likewise, in relation to the investments made
by Arté Fund I, also managed by Arté
Capital, during 2017 the valuations were
prepared by the personnel responsible for
this function in Arta and reviewed by the
Investment Committee. However, in 2018
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Artg Capital agreed to commission the
valuation function to an external valuer, Ernst
& Young Servicios Corporativos, S.L., which
has issued its corresponding report.

The method used to determine the fair value
of these investments is based on discounted
future cash flows.

For investments carried out by Arta Fund |l

at December 2017 all the investments were
valued af cost since they had been in the
portfolio for less than one year, in line with
the valuation criteria of Invest Europe. In
December 2018, the investment in Monbake
(through Tarasios Investments, S.L.) was
valued at cost for the same reason.

Financial projections (sales, EBITDA,
investments, efc.) are based on the budgets
and business plans of the companies
themselves approved by their respective
Board of Directors. These projections are not
published and are presented to Arta at board
meetings. In any case, the reasonableness of
the projections prepared by the companies is
contrasted with different market comparables
and Artd’s own opinion based on its past
experience. The financial projections have

a five-year time frame for all the valuations
performed.

The key valuation variables are as follows:

Discount rate (WACC) and perpetual growth

rafe (g):

« The WACC is calculated using the Capital
Asset Pricing Model (CAPM) generally
accepted by the financial community and
on the basis of market variables obtained
through Bloomberg, such as the return
on a fenryear bond or the levered beta
with respect fo the reference stock market
index.

In addition, various internal estimates are
used, such as: the spread between the
non-current debt of the Company and the
fen-year bond, the tax rafe (same as for
the terminal value cash flow) or the target
capital structure.

The perpetual growth rate is calculated
based on each company and the market
in which they operate.

195

CONSOLIDATED FINANCIAL STATEMENTS



CONSOLDATED FINANCIAL
STATEMENTS

The fair value of the investments has been
calculated using the discounted cash flow
method. The assumptions used are as

follows:
Grupo
TRRG Holdin InStore Media Empresarial
Limiteg Mecalux, S.A. Group, S.A. Panasa, S.L.
2018
Perpetual growth rate 2.0% 2.0% 2.0% 1.7%
Weighted average costs of capital 9 9 9 9
(WACC) 8.9% 9.4% 10.2% 9.6%
2017
Perpetual growth rate 2.0% 2.0% 2.0%
Weighted average costs of capital 9 0 9
(WACC] Q.3% Q.6% 10.8%
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Sensitivity analysis

A variation in the assumptions used to

calculate fair value would have the following

effects thereon:

TRRG Holdin InStore Media
Limiteg Mecalux, S.A. Group, S.A. Alvinesa, S.A.
2018
Weighted average cost of capital (WACC)
+0.5% (@.6%) (5.4%) (6.1%) (6.5%)
-0.5% 11.2% 6.1% 6.9% 7 .2%
Perpetual growth rate
+0.5% 7. 4% 5.0% 4.7% 2.2%
-0.5% (6.4%) (4.4%) (4.2%) (1.9%)
EBITDA
+5.0% 10.2% 8.1% 6.3% 7.5%
—5.0% 10.2%) 8.1%) 6.3% 7.5%
2017
Weighted average cost of capital (WACC)
+0.5% (Q.7%) (5.5%) (5.2%)
-0.5% 11.1% 6.2% 5.9%
Perpetual growth rate
+0.5% 7.6% 51% 3.8%
-0.5% (6.6%) (4.5%) (3.4%)
EBITDA
+ 5.0% Q.3% 7.9% 6.6%
-5.0% (Q.3%) (/.9%) (6.6%)
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12. OTHER NON-CURRENT

FINANCIAL ASSETS AND LIABILITIES

Details of these items at 31 December 2018

and 2017 are as follows:

2018 2017
Other non-current financial assets
Lloans to third parties 56.9 64.8
Other financial assefs with related parties 4.6
Guarantees deposited with public entities 2.4 2.2
Balance at 31 December 63.9 67.0
Other non-current financial liabilities
Other financial liabilities 1.9 3.8
Other financial liabilities with related parties 4.6
Guarantees received from customers 2.5 2.6
Balance at 31 December 9.0 6.4

Loans fo third parties mostly consist of the
value of the outstanding amounts receivable
from the Bergé Group. In July 2016, a
syndicated financing agreement was signed
between several Bergé Group companies
and a syndicate of entfities, including
Corporacion Financiera Alba, S.A.
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This debt is divided into two tranches.
Tranche A is repaid in sixmonthly

instalments between December 2016 and
June 2022 and accrues market interest of

Euribor + 265 b.p. and Tranche B has

5-year bullet repayments that accrue market
inferest of Euribor + 125 b.p. for the first 3

years, + 225 b.p. in the fourth year and
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+ 325 b.p. in the fifth year. It is expected
to be collected through a cash sweep and
early repayments that will be mandatory if
certain liquidity events occur. The amounts
allocated to the repayment of the debt as a
result of the aforementioned liquidity events
will be distributed through a discount auction
among the lender entities that attend. In
2018 and 2017 Alba collected Euros 3.2
million and Euros ©4.1 million of these
loans, respectively. The balance in Euros at
31 December, is as follows:

2018 2017
Tranche A 22.8 25.8
Tranche B 33.3 33.5

13. TRADE AND

OTHER RECEIVABLES

Details at 31 December 2018 and 201/
are as follows:

2018 2017
Withholdings and income
fax payments on account paid 163.7 168.3
in instalments
Accrued dividends receivable 6.8 6.1
Trade receivables 20.8 22.8
Sundry receivables 40.2 2.6
Prepaid expenses 0.1 1.3
Balance at 31 December 231.6 201.1
In 2018, sundry receivables include the
amount receivable for the sale of the
shareholding in the Energyco subgroup, which
was collected in early 2019 (note 2.3).
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14. OTHER CURRENT
FINANCIAL ASSETS AND
CASH AND CASH
EQUIVALENTS

Financial assets reflect current cash
placements (maturity of over 3 months] in
the form of:

2018 2017
Corporate promissory nofes 40.0 145.9
Fixederm deposits 121.2 300.0
Investments in quoted companies 8/.5 150.3
Other financial assefs 5.9
Accrued interest 0.4
Total 248.7 602.5

All the promissory notes are issued by
quoted Spanish entfities. Investments in
quoted entities consist of current investments
recognised at fair value and classified as
current financial assefs at fair value through
profit or loss. Euros 4.1 million and Euros
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2.6 million in dividends have been collected
from these investments in 2018 and 2017,
respectively. Following are the number of
shares, the percentage ownership inferest and
the fair value of the Group's investments at 31

December 2018 and 2017/:
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2018 2017

No. of Fair No. of Fair
Description shares % value shares % value
Teva Pharmaceutical 307,389 0.03 4. 604,839 0.06 9.6
Gestamp Automocion 922,519 0.16 4.6 2,657,470 0.46 15.8
Royal Dutch Shell 185,000 0.00 4.7
Amadeus 79,731 0.02 4.8
Inditex 223,175 0.01 5.0
Telefénica ,000,000 0.02 7.3 2,010,402 0.04 16.3
Total 318,347 0.01 4.7 218,747 0.01 10.1
Novo Nordisk B A/S 263,218 0.00 11.8
Enagas 425,974 0.18 10.2
Other securities 42.3 76.5
Total 87.5 150.3
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Details of cash and cash equivalents at
31 December 2018 and 2017 are as

follows:

2018 2017
Casn onhandand ot 05 5 987 8
Highly liquid current
depo;/ifsqond investments 39.8 22.2
Balance at 31 142.0 3100

December

Current deposits and investments can be
quickly converted to cash and do not pose
a risk of a change in value. The amounts in
this item accrue variable inferest based on
the inferbank market inferest rate.
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15. EQUITY

At 31 December 2018 and 2017 the
share capital comprised 58,240,000 and
58,300,000 shares, respectively, all of the
same class and represented by book entries.
The par value of each share is Euros 1, they
are subscribed and fully paid, and have all
been listed on the Stock Exchange (Stock
Exchange Inferconnection System).

On 18 June 2018 at their general meeting
the shareholders agreed to reduce share
capifal by Euros 60,000 through the
redemption of 60,000 shares (all comprising
the Company’s own shares af the date of the
Shareholders Ordinary and Extraordinary
General Meeting). The redemption was
recognised with a charge to share capital for
the par value of the redeemed shares, and
with a charge fo freely-distributable reserves
for the remaining amount paid for their
acquisition.

In their general meeting held on 8 June 2016,
the shareholders of Corporacion Financiera
Alba, S.A. agreed to delegate the following
powers to the Board of Directors:
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« Approval of one or more increases in share  Details of the direct and indirect interests of

capital, up to a fofal of 50% of the share at least 3% reported to the Spanish Securities
capital, through cash confributions within @ Market Commission (CNMV) at 31 December
maximum of five years and including pre- 2018 are as follows:

emptive rights, this power not having been
used to date.

Shareholder % interest

« Approval of one or more increases in share
capifal, up fo a fofal of 20% of the share Banca March, S.A. 15.022%
capital, through cash contributions within Mr. Carlos March Delgado 18.837%
a maximum of five years and granting the M Juan March Delgado 18 726%
Board the faculty to remove pre-emptive .
rights, this power not having been used to Mr. Juan March de la Lasira 6.929%
date. Mr. Juan March Juan 4.351%
: lina March : %
On 19 December 2018 the siblings Juan, Ms COTO_ ina March Juan 4 2700/
Carlos, Gloria and leonor March Delgado Ms. Gloria March Delgado 3.700%

revoked the shareholder agreement between
them and Banca March, which governed the
voting rights exercised in the general meetings
of Corporacién Financiera Alba, S.A.
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Movement in Alba’s own shares is as follows:

Acquisition
No. of % of share price  Thousands
shares capital €/share of €
At 1 January 2017 579,898 0.10% 40.29 2.413
Purchases in 2018 102 0.00% 49.50 5
Redemption in 2018 [60,000) (0.10%)

At 31 December 2018

Basic earnings per share are calculated by
dividing profit for the year affributable to
the ordinary shareholders of the Parent by
the average number of outstanding shares
in that year.

Diluted earnings per share are calculated
by dividing profit for the year affributable to
the ordinary shareholders of the Parent by
the average number of outstanding shares
in that year, plus the average number of
ordinary shares which would be issued if
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all the financial instruments that could be
converted into potentially ordinary shares
were converfed info ordinary shares. Given
that there are no financial instruments of this
kind, basic earnings per share are the same
as diluted eamings per share.



FREE TRANSLATION FROM THE ORIGINAL IN
SPANISH. IN THE EVENT OF DISCREPANCY,
THE SPANISHLANGUAGE VERSION PREVAILS.

2018 2017
Profit attributable to ordinary shareholders of the Parent
Continuing operations 154.4 474.1
Discontinued operations
Profit atiributable to ordinary shareholders of the Parent for basic earnings 154.4 4741
Inferest of the holders of financial instruments convertible info ordinary shares
Profit affributable to ordinary shareholders of the Parent for diluted basic eamings 154.4 474.1
Average number of ordinary shares for calculation of basic earnings per share (*) 58,240,000 58,240,102
Dilution effect
Adjusted average number of ordinary shares for calculation of diluted basic eamings per share (*) 58,240,000 58,240,102

(*) The average number of ordinary shares takes info account the weighted effect of changes in own shares during the year.

There have been no transactions involving In 2018 the Satlink subgroup distributed a
ordinary or potentially ordinary shares dividend of Euros 10 million and the interest in
between the reporting date and the dafe on  the Energyco subgroup was sold (see note 2.3).

which these consolidated annual accounts
were authorised for issue.

Details of non-controlling inferests at 31
December 2018 and 2017 are as follows:

2018 2017
Satlink subgroup 16.7 19.6
Arta Partners, S.A. 0.7 0.8
Energyco subgroup - 13.7
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16. CAPITAL MANAGEMENT
POLCY

Alba manages its capital with a view to
ensuring ifs subsidiaries have sufficient
economic resources to carry out their
activities. In addition to managing the capital
needed to cover the inherent risks of its activity
in a rational and objective manner, capital

is managed in such a way as fo maximise
shareholder return via an adequate balance
between capital and debt.

Alba’s leverage ratio at year end 2018 and
2017 was as follows:

2018 2017
Lloans and borrowings 141.7 195.3
Cash and cash equivalents (142.0) (310.0)
Total net debt (0.3) (114.7)
Equiy 4,041.5 3,962.0
Equity - net debt 4,041.8 4,076.7

There was no net financial debt in 2018 and
2017 thus there is no leverage ratio.
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1/. PROVISIONS

Movement during 2018 and 2017 was

18. SUPPLIERS AND
OTHER PAYABLES

Details at 31 December 2018 and 201/
are as follows:

as follows:
2018 2017
Balance at 1 January 1.1 0.7
Charges 0.4
Uses and reversals (0.3)
Balance at 31 December 0.8 1.1

2018 2017
Suppliers 10.7 12.6
Salaries payable 2.3 2.5
Public entities, other
(note 22) >/ 9.4
Balance at 31 December 18.7 24.5
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Details of the average supplier payment
period in Spain are as follows:

2018 2017
Days
Average supplier payment period 43 42
Transactions paid ratio 44 45
Transactions payable rafio 41 40
Thousands of Euros
Total payments made 30.7 48.8
Q.0 14.0

Total payments outstanding
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19. LOANS AND
BORROWINGS

Non-current and current

Details of current loans and borrowings,
which mature annually, by maturity are
as follows:

At 31-12-18 At 31-12-17
Balance Balance
Bank ' drawn ‘ drawn
Maturity down Maturity down
Current loans
BBVA 2019 Q4 2018 Q2
Syndicated loan (BPI, BBVA and Bankinter) 2018 5.1
Syndicated loan (Bankinter, BBVA, Caixa and Sabadell) 2019 3.4
BBVA and Santander 2018 0.2
12.8 14.5
Non-current loans
BBVA 2020 to 2025 108.9 2019 10 2025 118.3
Syndicated loan (BPI, BBVA and Bankinter) 2019 to 2024 34.9
BBVA and Santander 2019 0.1
Syndicated loan (Bankinter, BBVA, Caixa and Sabadell) 2020 to 2023 20.0 2019 10 2023 27.5
128.9 180.8
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On 17 June 2015 a loan agreement
amounting to Euros 150 million was entered
into with BBVA, accruing inferest at a variable
rate and maturing on 17 June 2025. Principal
and interest payments are seffled every six

months. Interest rates on the remaining bank
debt range from 2.5% to 3.0%.

Details of the maturities of non-current loans

and borrowings (including interest) at 31

December 2018 and 2017 (in millions of

Euros) are as follows:

In millions of Euros 2019 2020 2021 2022 2023 2024 2025 Total

2018

BBVA 111 11.1 11.1 111 111 60.5 116.0

Syndicated loan (Bankinter, BBVA,

Céixo and Sabadell) 4.2 4.6 5.4 /.0 21.1

15.3 15.6 16.5 18.1 1.1 60.5 137.1

2017

BBVA 11.2 111 11.1 1.1 111 1.1 60.5 1271

Syndicated loan (BPI, BBVA and

Bénkirﬁer) 4.6 4.9 5.9 6.3 6.7 8.5 36.9

BBVA and Santander 0.1 0.1

Syndicated loan (Bankinter, BBVA,

Céixo and Sabadell 74 4.2 4.6 54 7.3 29.0
23.3 20.3 21.6 22.8 25.0 19.6 60.5 193.1
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loans and borrowings are reconciled to
cash flows used in financing activities in the
statement of cash flows as follows:

Loans and

borrowings

Balance at 1-1-17 136.6
Business combinations /4.3
Cash flows used in financing activities (15.6)
Balance at 31-12-17 195.3
Balance at 1-1-18 195.3
Derecognition due fo the sale of the Energyco subgroup (40.0)
Cash flows used in financing activities (13.6)
Balance at 31-12-18 141.7
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20. MEASUREMENT
AT FAIR VALUE

Details of assets and liabilities and the
hierarchy of their measurement at fair value

at 31 December 2018 and 2017 are as

follows:

Quoted price Significant
in active  unobservable
markets inputs

Total (Level 1) (Level 3)
2018
Assets measured at fair value
Investment property (Note 6) 327.3 327.3
Investments at fair value through profit or loss
(Nofes 11 and 14] P 288.6 123.9 164.7
Assets whose fair value is disclosed
Investments in associates (Note 10) 2,9094.4 2,90904.4
Other financial assets (Note 12) 63.9 63.9
Trade and other receivables (Note 13) 231.6 231.6
Other financial assets (Note 14) 161.2 161.2
Liabilities whose fair value is disclosed
Lloans and borrowings (Note 19) 141.7 141.7
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Quoted price Significant
in active  unobservable
markets inputs

Total (Level 1) (Level 3)
2017
Assets measured at fair value
Investment property (Note 6) 336.5 336.5
Investments at fair value through profit or loss
(Notes 11 and 14] P 304.8 150.3 154.5
Assets whose fair value is disclosed
Investments in associates (Note 10) 2,383.1 2,383.1
Other financial assets (Note 12) 67.0 67.0
Non-current assets held for sale (Note 11) 88.4 88.4
Trade and other receivables (Note 13) 201.1 201.1
Other financial assets (Note 14) 452.2 452.2
Liabilities whose fair value is disclosed
Loans and borrowings (Note 19) 195.3 195.3
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2 1. RISK MANAGEMENT
OBJECTIVES AND POLUCIES

The Board of Directors of Corporacion
Financiera Alba, S.A. has drawn up the
following risk management and control

policy:
1. Types of risk faced by the Company

Risk is inherent to all business activity and
is defined as uncerfainty concerning the
occurrence of an event or action that could
adversely affect the Company’s ability to
maximise its value for stakeholders and

to achieve its goals; it also refers to the
possibility of threats materialising and
opportunities not being faken.

Corporacion Financiera Alba engages in
two principal activities:

(i) investment in the capital of listed and
unlisted companies, and

(ii) investment in buildings leased as office
spaces.

As a result of its activities, the markets
and sectors in which it operates and ifs

environment, the Company is exposed to the

following categories of risks:
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« Strategic risks related to the mission and
vision of the Company, achievement
of business goals and the creation and
preservation of value for shareholders and
other stakeholders.

These include risks related to the
corporate governance of the Company,

its reputation and responsibility, investment
and divestment strategies, and market
dynamics.

Operational risks involving potential
direct or indirect economic losses related
fo external events: uncertainty in the
Company’s own business activities; or
internal events: failures or inadequacies in
the processes, sysfems or resources of the
Company.

These include risks related, mainly, to
revenues, investments and divestments
and their monitoring, the acquisition of
goods and services, physical assets,
human resources, information technologies
and natural disasters, terrorism and other
criminal acs.

Financial risks resulting, broadly speaking,
from any financing operation which

the Company must carry out in order

fo perform ifs activities, as well as the
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reliability of financial information reported
by the Company.

These include liquidity and credit risks,
market, fax, accounting and reporting risks.

Regulatory compliance risks arising from
a potential failure to comply with laws,
regulations, internal standards and codes
of conduct, as well as greater exposure to
such risks.

These include legal risks, regulatory risks
and risks involving codes of ethics and
conduct.

2. Integrated Risk Management System

Aware of the importance and advantages
of adequately and efficiently managing

its risks, Corporacion Financiera Alba has
established an Integrated Risk Management
System mainly focused on:

« Enabling the identification and proactive
and efficient assessment of Company

risks, as well as monitoring and continually

fracking these risks.

« Infegrating, coordinating and directing
the various risk management actions
performed by the Company.

« Achieving reasonable risk acceptance
and reinforcing the responsibility of the
Company’s employees.

« Ensuring the control systems are aligned
with the actual risks of the Company.

« Facilitating and streamlining the
application of corrective measures.

The Integrated Risk Management System
unites three key components:

(i) The continuous risk management
process, understood as the activities
performed by all individuals in the
Company under the supervision of
the Audit Committee that are focused
on identifying potential risk events,
managing the risks identified and
providing reasonable assurance that the
Company will achieve its goals.
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i) An organisational focus, with clearly
defined and communicated roles
and responsibilities. Integrated risk
management affects all Company
personnel, therefore it is vital to
establish an organisational focus
on risk management tailored fo the
organisational structure and corporate
culture of the Company.

Although the Infegrated Risk
Management System offects and
involves all Company personnel, the
main participants are as follows:

risk managers, the Risk Control and
Management Department, the Audit and
Compliance Committee and the Board
of Direcfors.

(iii) A moniftoring model, which identifies and
provides the information needed on @
timely basis so that all those involved in
the risk management process can make
informed decisions conceming the risks.

2.1. The Continuous Risk Management
Process

By way of a summary, the continued risk
management process involves performing
the following activities:
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Identifying and assessing the risks that
could affect the Company.

Determining the main strategic,
operational, financial and regulatory
compliance risks affecting the Company’s
strategy and goals, assessing the
probability of occurrence and potential
impact and prioritising risks based on
these factors.

Setting the level of risk that is considered
acceptable.

Defining key risk indicators (KRIs) for each
critical risk and establishing tolerance
levels for these risks.

Identifying controls.

Specifying existing controls (or those to be
implemented) in the Company to mitigate
the aforementioned risks.

Identifying the processes in which these
risks and controls should arise.

Determining the existing relationship
between the Company's key risks — and its
controls — and the Company’s processes,
identifying and analysing the processes
that are critical for managing risks.
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« Assessing confrols.

Assessing the effectiveness of the controls
in mitigating the risks identified.

Designing and implementing action plans
in response to the risks.

Determining action plans to be carried out
fo lower the residual risk to the acceptable
level of risk, bearing in mind the costs

and benefits of such efforts. As a direct
result of this reduction of the level of risk, a
reassessment and prioritisation of the risks
will be necessary and appropriate, as part
of a confinuous risk management process.

In this regard, Corporacion Financiera Alba
has prepared the Company’s Risk Map,
which shows, based on their impact and
probability, the key risks in the categories
listed above. In order for it fo effectively be
used as a management tool that allows the
Company to make informed decisions, the
map is reviewed and updated periodically
to adjust it to the Company's current
circumstances.

likewise, the Company has prepared

Risk Indices for the most critical risks,
identifying the key risk indicators with their
corresponding tolerance levels, the controls

associated and, where applicable, the action
plans to be implemented. These Indices allow
the Company to periodically assess and
monifor ifs risks and to defermine the most
appropriate response to these risks.

2.2. Organisational Model of roles
and responsibilities

Although the Infegrated Risk Management
System affects and involves all Company
personnel, the main players are as follows:

(i) Risk managers:

These managers are responsible for
monitoring the risks they have been
assigned and for informing the Risk
Control and Management Department
of any relevant information concerning
the risks.

(ii) Risk Control and Management
Department.

The Risk Control and Management
Department is expressly tasked with the
following duties:
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« Ensuring the smooth running of the risk (iv) Board of Directors.

contfrol and management systems and,
specifically, that all the important risks
affecting the Company are identified,
managed and quantified correctly.

« Actively parficipating in preparing the
risk strategy and important decisions
concerning risk management.

« Ensuring that the risk control and
management systems adequately
mitigate risks, as part of the policy
established by the Board of Directors.

(iii) Audit and Compliance Committee.

Supervising the effectiveness of the
Company’s infernal controls and risk
management sysfems, among other
matters, pursuant to the Regulations of
the Company’s Board of Direcfors.

Discussing any significant weaknesses

in the internal control system detected
during the audit with the auditor.

8
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As indicated previously, the Board of
Directors is empowered to defermine
the risk control and management policy,
including for tax risks, and is tasked with
supervising the infernal reporting and
infernal control systems. With regard
fo the risk management processes, in
addition fo the aforementioned Risk
Control and Management Department,
Corporacion Financiera Alba has
Regulatory Compliance processes
which are performed by the various
operational and support departments,
as well as an Internal Audit Service
(SAI), constituting an advisory and
control body serving the Audit and
Compliance Committee, that is
independent within the organisation as
regards its acfions, aimed af assessing
the various areas and functional
activities of the Company.

The duties of the Internal Audit Service
include the analysis and proposal of
recommendations to improve the risk
management processes. The Internal
Audit Service also performs independent
assessments of the efficiency and
effectiveness of internal controls,
although this is always in coordination
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with the Risk Control and Management
Depariment, in order o avoid
duplicating tasks and/or areas existing
without adequate coverage.

2.3 Monitoring and Reporting Model

The last component of the Integrated Risk
Management System is a monitoring and
reporting model capable of providing
relevant information, in a timely and
appropriate manner, to all players involved
in the risk control and management process,
both upwards and downwards in the
hierarchy.

This cross-departmental monitoring model
allows the System to behave dynamically
and, above all, to anticipate risks, rendering
risk management and control possible,
within the limits set by the Company.

Specifically, the Infegrated Risk Management
System established by Corporacion
Financiera Alba constitutes a management,
communication, monitoring and support
mechanism for all activities related to

risk control and management. It is vital

for responding to individual risks and
activity-specific risks, while it provides

the framework needed for coordinated
management by the Company.

As mentioned in the Policy, the Group's
activities are exposed fo various financial
risks: market risk (including currency risk, fair
value interest rafe risk and price risk|, credit
risk, liquidity risk, and cash flow interest rate
risk. The Group's Risk Management Policy
establishes the basic principles, guidelines
and general framework for actions fo
confrol and manage the various types of
risk (financial and nonfinancial) faced. The
Group does not use derivatives fo mitigate
certain risks.

Market risk

Given the Group's activities, the exposure to
market risk depends on the performance of
the investees, whether listed or not.

« Currency risk.

The Group does not usually operate
internationally and is therefore not
exposed to currency risk when operating
with foreign currencies. Currency risk

is associated with future commercial
fransactions, recognised assefs and
liabilities, and net investments in foreign
operations which are presented in a
foreign currency other than the Group's
functional currency.
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At 31 December 2018 and 2017

the Group has no significant direct
investments in companies whose currency
is not the Euro and whose net assets are
exposed to currency risk.

e Price risk.

The Group is exposed to price risk
relating to equity instruments designated
at fair value through profit or loss.

To manage price risk derived from
investments in equity instruments the
Group diversifies its portfolio.

o Cash flow and fair value interest
rate risks.

The Group's interest rate risks arise from
non-current borrowings. Borrowings at
variable interest rates expose the Group to
cash flow inferest rate risks. Fixed interest
loans expose the Group fo fair value
inferest rafe risks.

The Group holds almost 100% of
borrowings at variable interest rafes.

At 31 December 2018 and 2017 the
Group had not arranged any interest rate
SWaps.
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A 0.5 percentage point rise in inferest rates
of variable loans would have reduced profit
after tax by Euros O.1 million.

Liquidity risk

The Group applies a prudent policy to
cover its liquidity risks, based on having
sufficient cash to settle all payments
derived from ifs activity and to assure
its objectives are met, underpinned by
providing its subsidiaries with sufficient
economic resources to carry out their
activities.

The Group has a significant amount of
cash and cash equivalents, as well as high
positive working capital.

lts liquidity management is based on
forecasting and analysing cash inflows
and outflows.

At 31 December 2018 the Group's cash
position amounted to Euros 142.0 million,
of which Euros 102.2 million comprised
cash in hand and at banks, and Euros
39.8 million reflected shortterm deposits
and investments that are readily convertible
into cash and not subject fo risk of change

in value. At 31 December 2017 the
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Group's cash position amounted to Euros
310.0 million, of which Euros 287.8
million comprised cash in hand and at
banks, and Euros 22.2 million reflected
shortterm deposits and investments that
are readily convertible info cash and not
subject to risk of change in value.

The most significant cash outflows of
the Group not related to expenses and
investments correspond to the distribution
of dividends to shareholders. For the
interim dividend distribution, the Board
of Directors prepares an accounting
statfement demonstrating that sufficient
cash is available for the distribution,
that the profit available is greater than
the dividend to be distributed, and that
the Company’s cash is greater than the
dividend, in accordance with prevailing
legislation.

The Group's exposure to liquidity risk at
31 December 2018 and 2017 is shown
in the debt maturity table in note 19.

Credit risk

The Group does not have significant
concentrations of credit risk as its principal
activity consists of investing in the capital

of different companies. Credit risk arises
from potential losses derived from customers
or counterparties failing fo meet, in part of
in full, their financial obligations with the

Group.

Details of the credit risk exposure at 31
December 2018 and 2017, by type of
asset and maturity, (in millions of Euros) are
as follows:
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2018 2017
Amount Maturity Amount Maturity
Other non-current financial assets 56.1  2019-2022 64.8 2019-2022
Trade receivables 20.7 2019 22.8 2018
Other receivables 46.5 2019 2.6 2018
Other current financial assets 2019 59 2018
2018 2017
22. TAXATION
Income tax for the year
Corporacion Financiera Alba, S.A., Alba -
/ / | f
Patrimonio Inmobiliario, S.A.U., Alba Europe, {g??&eyggrexpense (income 2.7 (0.4)
S.a.rl., Deya Capital, SCR, S.A.U., Deyé Adustments (o t
Capital IV, SCR, S.A.U., Arté Capital, from prior years
SGEIC, S.A.U. and Art& Partners, S.A.
file taxes under the tax regime for groups Deferred tax
of companies. The rest of the Group's
R . . Source and reversal
subsidiaries file tax returns in accordance with of temporary differences 0.8] (0.8)
the tax legislation applicable in each country. : -
Income tax expense/(income) recognised in 19 (1.2)

The main components of income tax for the
years ended 31 December 2018 and 2017

are as follows:
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income statement

Consolidated statement of comprehensive income

Deferred tax related to items recognised directly
inequity during the year
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A reconciliation of the tax expense/
(income) and accounting profit multiplied
by the tax rate applicable to Alba for the
years ended 31 December 2018 and
2017 is as follows:

2018 2017
Accounting prefax profit from continuing operations 164.5 476.0
Pre-fax profit or loss of discontinued operations
Accounting profit before tax 164.5 476.0
Consolidation differences (10.0) 76.0
Permanent differences (article 21 of CIT Law) (154.4) (552.0)
Change in deferred tax assets and liabilities and difference in tax rates (0.8) (0.8)
Income tax expense/(income) in the consolidated income statement 1.9 (1.2)

Income tax aftributable to discontinued operations

The most significant consolidation and
permanent differences correspond to the share
of the profit or loss for the year of associates,
dividends received from associates, and

the fair value of unlisted companies and
investment property.
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Movement in deferred tax assets and

liabilities is as follows: Sale of
Additions/ business Additions/ Business
(derecog- combi- (derecog- combi-
31-12-18 nitions) nations  31-12-17 nitions) nations 1-1-17
Deferred tax assets
Other expenses and
refitement plan 1.3 (0.5) 1.8 (0.) 1.1 0.8
Total deferred tax
assets 1.3 1.8 0.8
Deferred tax liabilities
Gains on investment 28 5 (0.8 20 13 (3.0) 32 3
property
Other deferred fox 10.5 (1.1 (12.0) 236 (1.9) 25.5
liabilities
TOtClI deFerred tax 390 529 323

liabilities

Details of the profits of companies filing tax

under the regime for groups of companies,

which have opted for reinvestment and for
which the minimum period has yet to end, are

as follows:
Profits to be
reinvested (article 42 End of minimum
of CIT Law) Sale amount Year of reinvestment period
2013 133 269 2014 2019
2011 287 535 2011,2012and 2013 2018
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At 31 December 2018 and 2017 there are  Details of public entities, other within suppliers
tax loss carryforwards amounting to Euros 4.8 and other payables in note 18 are as follows:
million not recognised in the accompanying

balance sheet.

2018 2017

2018 and the four preceding years are open
fo fax inspection but it is considered that Payment on account 49 49
any additional taxes arising from inspections

7 Income tax 0.3 3.8
would not be significant.
Personal income tax withholdings 0.9 1.0
VAT and other 0.3 0.4
Total 57 9.4

The Group is taxed at a rate of 25%.
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23. WORKFORCE

The average number of employees in each
year, by category, is as follows:

2018 2017
Male Female Total Male Female Total
Executive Board Members 5 5 5 5
Directors Q Q 10 10
Heads of department 12 12 12 12
Administration and o her 76 46 122 124 82 206
Total 102 46 148 151 82 233
The number of employees at each year end,
by category, is as follows:
2018 2017
Male Female Total Male Female Total
Executive Board Members 5 5 5 5
Directors Q Q 11 11
Heads of department 11 11 12 12
Administration and other 78 46 124 126 82 208
Total 103 46 149 154 82 236

In 2018 and 2017 there were no employees
with a disability of atf least 33%.
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24. SEGMENT
REPORTING

Details of the revenues, profit/loss, assefs
and liabilities of the business segments for
the years ended 31 December 2018 and
2017 are presented below.

The main segments reported by the Group
are:

« Property rental: management, renfal and
sale of the Group's investment property.

« Investments in fransferable securities:
business segment identified by the Group

comprising investments in listed companies

involving significant influence and
generating gains through investments and
subsequent sales.

« Venture capital investments: business
segment identified by the Group comprising
investments in funds or investment vehicles
managed by the Group's management
teams and generating gains through
investments and subsequent sales.

No transactions are carried out between the
different segments.
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Segment reporting 2018

Income and
Investment in Venture  expenses not

Property  transferable capital  allocated to Group
In millions of Euros rental securities investment segment total
Direct income and expenses of the segment
Revenues 16.1 76.0 0.3 Q2.4
Supplies (29.6) (29.6)
Gains on disposal 4.5 21.0 25.5
Share of the profit for the year of associates 161.4 161.4
Change in fair value of financial instruments 0.2 0.8 1.0
Amortisation and depreciation (10.9) (1.0) (11.9)
Impairment (10.2) - - (10.2)
Personnel expenses 6.8) (13.5) (20.3)
Other operating expenses (5.0) (13.9) (6.8) (25.7)
Other income/ [expenses) (1.7) 0.2 (1.5)
Net finance income (16.6) (16.6)
P oss) efore loxes and 15.8 151.2 34.9 (37.4) 164.5
Income tax (1.9)
Profit from continuing operations 162.6
Loss attributable to non-controlling inferests (8.2)
Consolidated profit for the year attributable to the group 154.4
Assets and liabilities
Segment assefs 329.7 2,094.4 255.7 3,579.8
Unallocated assets 688.3
Total assets 4,268.1
Segment liabilities (2.5) 46.5 44.0
Unallocated liabilities 165.2
Total liabilities 209.2
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Segment reporting 2017

Income and
Investment in Venture  expenses not

Property  transferable capital cu|||oocofeo| to Group
In millions of Euros rental securities investment segment total
Direct income and expenses of the segment
Revenues 16.4 48.1 64.5
Supplies (19.5) (19.5)
Gains on disposal 2.9 3752 378.1
Share of the profit for the year of associates 118.9 118.9
Change in fair value of financial instruments 0.9 11.8 12.7
Amortisation and depreciation (7.5) (0.9) (8.4)
Impairment (29.5) - (29.5)
Personnel expenses (4.3) (15.2) (19.5)
Other operating expenses (5.4) (10.9) (6.3) (22.06)
Other income - 0.6 0.6
Other expenses (2.2) 2.2
Net finance income 2.9 2.9
P oss) etore foxes and 14.8 464.6 15.5 (18.9) 476.0
Income fax 1.2
Profit from continuing operations 477 .2
Loss attributable to non-controlling inferests (3.1)
Consolidated profit for the year attributable to he group 474.1
Assets and liabilities
Segment assefs 338.7 2,383.1 385.9 3,107.7
Unallocated assets 1,168.6
Total assets 4,276.3
Segment liabilities 31.9 166.6 198.5
Unallocated liabilities 81.7
Total liabilities 280.2
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In 2018 and 2017 Alba carried out ifs
activity in Spain, except the Energyco Group
CGU which operates in Portugal, generating
Euros 24.9 million and Euros 15.9 million,
respectively (see note 5).

Unallocated income and costs comprise
overheads and other costs not considered to
derive from any of the three businesses.

Unallocated assets and liabilities mainly reflect
other current financial assets and cash and
cash equivalents.

25. OTHER INCOME
AND EXPENSES

Details for 2018 and 2017 are as follows.
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a) Personnel expenses:

2018 2017
Salaries and wages 7.7 17.0
Social Security payable by the Company 1.5 1.2
Alternative pension plan schemes 0.9 1.2
Other employee benefits expenses 0.2 0.1
Balance at 31 December 20.3 19.5
b) Finance income:

2018 2017
Interest, dividends and other 14.6 7.3
Balance at 31 December 14.6 7.3

c) Change in fair value of financial
instruments:

At year end 2018 and 2017 this
comprises the change in fair value of the
investments at fair value through profit or
loss (see note 11).
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26. RELATED PARTIES

Details of the transactions in 2018 and
2017 are as follows:

Amount

Description of the transaction 2018 2017 Related party

With significant shareholders of the company
Services 0.7 0.7 Banca March
Dividend 1.7 1.7 Banca March

With other related parties

Dividends and other disfributions 47.0 CIE Automotive
34.6 - Rioja
23.6 23.6 Acerinox
18.0 18.2 BME
10.6 9.3 Ebro Foods
Q.7 7.8 Viscofan
57 3.2 Euskaltel
4.0 3.2 Parques Reunidos
3.7 3.7 Mecalux
3.2 1.2 InStore
0.9 0.8 Alvinesa
- 0.7 Clinica Baviera
Insurance premiums, intermediaries 2.0 1.7 March JIT
Insurance premiums 0.8 0.5 March Vida
Operating lease agreements 0.2 0.3 March Gestién de Fondos
Collaboration agreements 0.3 0.3 Fundacion Juan March
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27 . SHARE OPTIONS PLAN

At their general meeting on 11 June 2014,
Alba's shareholders approved an options
plan for the acquisition of shares in the
Company by Executive Board Members and
Directors of the Company. The plan lasted
three years. At 31 December 2017 the plan
was seftled in full.
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28. REMUNERATION OF
THE BOARD OF DIRECTORS
AND SENIOR

The Company and its subsidiaries have
recorded the following remuneration accrued
by the members of the Board of Directors
and Senior Management of Corporacién
Financiera Alba, S.A. (in thousands of Euros):



FREE TRANSLATION FROM THE ORIGINAL IN
SPANISH. IN THE EVENT OF DISCREPANCY,
THE SPANISHLANGUAGE VERSION PREVAILS.

Alternative pension

Salaries Alba Board plan schemes and
In thousands of Euros No. of people and other Meetings insurance
2018
External proprietary board members 3 245
External independent board members 6 526
Executive board members 5 2,745 400 190
Senior management 5 2,424 - 523
Total 5,169 1,171 713
2017
External proprietary board members 3 376
External independent board members 7 533
Executive board members 5 4,218 393 222
Senior management 5 2,633 - 441
Total 6,851 1,302 663
At 31 December 2018 and 2017 the Board
of Direcfors comprised 12 and 14 members,
respectively.
No loans were extended to members of the
Board of the Directors or Senior Management
in 2018 or 201/.
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Details of the remuneration accrued by each

Board Member in 2018 and 2017 (in

thousands of Euros) are as follows:

Fixed Alba Total Contribution to
Ejercicio 2018 remuneration Variable Group remuneration retirement plan
De Ampuero y Osma, José Domingo 75 75
Carné Casas, Ramén 439 65 504
Del Cafo Palop, José Ramén 277 115 65 457 115
Garmendia Mendizabal, Cristina 85 85
Girén Dévila, M@ Eugenia 101 101
Gonzélez Ferndndez, Carlos Alfonso Q5 Q5
March de la Lastra, Juan 323 416 Q0 829 48
March Delgado, Carlos 153 153
March Delgado, Juan 72 72
March Juan, Juan 50 115 Q0 255 27
MartinezConde GutiérrezBarquin, Santos 594 416 Q0 1,100
Nieto de la Cierva, José 20 20
Pickholz, Claudia Q0 Q0
Pradera Jauregui, Antén 80 80
Total Board 1,683 1,062 1,171 3,916 190
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Fixed Alba Total Contribution to
Ejercicio 2017 remuneration Variable Group remuneration retirement plan
De Ampuero y Osma, José Domingo 76 76
Carné Casas, Ramon 433 - 65 498
Del Cafio Palop, José Ramén 270 284 65 618 131
Garmendia Mendizabal, Cristina 86 86
Girén Dévila, ME Eugenia 79 79
Gonzdlez Fernandez, Carlos Alfonso 91 91
March de la Lastra, Juan 228 1,021 88 1,336 44
March Delgado, Carlos 143 143
March Delgado, Juan 153 153
March Juan, Juan 84 284 88 455 47
MartinezConde Gutiérrez-Barquin, Santos 595 1,021 88 1,703
Moranchel Fernéndez, Regino 38 38
Nieto de la Cierva, José 80 80
Pickholz, Claudia 88 88
Pradera Jauregui, Antén 76 76
Total Board 1,610 2,608 1,302 5,520 222

In 2018 and 2017 no remuneration was
paid to individuals representing Alba in
governing bodies on which Alba acts as a
director company, nor were any amounts paid
for civil liability insurance for directors.

In 2018, 2017 and 2016 af their general
meeting Alba’s shareholders approved a
variable remuneration scheme linked to the
net asset value of the shares for the Executive
Board Members and certain Company
personnel selected by the Board in order to tie
them more directly to the process of creating
value for the Company’s shareholders. The
basic features of the scheme are as follows:
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Approval 18-6-18 19-6-17 8-6-16
Maturity 17-6-21 18-6-20 7-6-19
Maximum units fo be handed over 300,000 270,000 222,000
Initial net asset value 75.59 72.00 65.43
Cap between initial and final net asset value 30% 30% 30%

The Company has assigned units to the
beneficiaries that will entitle them to receive
remuneration, upon maturity of the units,
equal to the number of these units multiplied
by the difference between the “initial”

and “final” net asset value of the shares

of Corporacién Financiera Alba S A. This
calculation will be performed excluding
own shares and without faking into
account faxes resulting from the theoretical
seftlement.

Pursuant to the provisions of arficles 227,
228, 229 and 231 of the Spanish
Companies Act [“LSC"), as per the wording
of law 31/2014 of 3 December 2014,
modifying the LSC with a view fo improving
corporate governance, the Directors of Alba
have informed Alba that, during the years
ended 31 December 2018 and 2017,
they had no conflicts of inferest with Alba
and, to the best of their knowledge and
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based on the information which they have
been able to obtain with the utmost due
diligence, nor did any parties related to
them.

29. AUDIT FEES

In 2018 KPMG Auditores, S.L., the auditor
of the Group's annual accounts, accrued
fees totalling Euros 112 thousand, of which
Euros 98 thousand corresponds to audit
services and Euros 14 thousand to the
limited review of the halfyearly consolidated
financial statements and the agreed-upon
procedures report on the ICOFR description.

In 2017 KPMG Auditores, S.L., the auditor
of the Group's annual accounts, accrued
fees totalling Euros 62 thousand, of which
Euros 50 thousand corresponds to audit
services and Euros 12 thousand to the
limited review of the halkyearly consolidated
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financial statements and the agreed-upon

procedures report on the ICOFR description.

In 2017 other entities offiliated with KPMG
International invoiced the Group Euros 5
thousand for audit services and Euros 81
thousand for other services.

In 2017 Pricewaterhousecoopers Auditores,
S.L. invoiced the Group Euros 704
thousand, of which Euros 81 thousand
corresponds to audit services and the rest to
other services.

30. STATEMENT OF
CASH FLOWS

This has been prepared in accordance with
Infernational Accounting Standard 7.

The statement comprises three types of cash
flow:

« Net cash flows from operating activities:
operating cash flows generated by the
businesses managed by the Group.

« Nef cash flows from investing activities:
cash flows from non-current investments
and the acquisition and disposal of equity
instruments issued by other entfities.

« Net cash flows from financing activities:
cash flows used to purchase own shares,
cash inflows from the use of external
sources of financing, cash outflows from
repayments of external financing, and
dividend distributions.

31. EVENTS AFTER THE
REPORTING PERIOD

The following significant events have
occurred since 31 December 2018:

« Purchase of an additional 1.58% of
Parques Reunidos for Euros 13.4 million,
increasing the inferest in this company to

23.02%.

« Purchase of 0.03% of CIE Automotive for
Euros 0.8 million, increasing the inferest in
this company to 10.13%.
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1. BUSINESS PERFORMANCE
AND POSITION OF THE
COMPANY

The consolidated annual accounts at 31
December 2018 give a true and fair view
of the Group's equity, financial position,
results of operations, changes in equity
and cash flows for the year then ended,
and have been authorised for issue by the
Company’s directors.

During 2018, the Alba Group's activities
comprised the following:

« Management of a collection of controlling
and influential inferests in a series of
companies active in a variety of secfors of
the economy.

« The promotion and holding of inferests in
companies.

« Operation of buildings through lease
or sale.

Consolidated net profit for 2018 amounted
to Euros 154.4 million, 67.4% lower than
the prior year. The reason for this decline

is because profit for 2017 included
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capital gains obtained on the sale of the
remaining interest in ACS.

Net asset value (NAV] amounted to Euros
3,911.9 million at 31 December 2018,
equivalent to Euros 67.17 per share.
Alba's share price on that same date

of Euros 42.50 represents a discount

of 36.7% compared with the NAV per
share. NAV, both in absolute terms and
per share, decreased by 3.4% compared
with the same date in the previous year.

During the year, Alba invested Euros
639.0 million and sold assets totalling
Furos 139.9 million, reducing its net cash
position to Euros 269.4 million at 31
December 2018.

In October, Alba distributed a gross
interim dividend of Euros 0.50 per share
to its shareholders, with a charge against
2017 profit, representing a disbursement
of Euros 29.1 million. Total dividends
distributed during 2018 amounted to
Euros 58.2 million.
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2. MOST SIGNIFICANT
TRANSACTIONS

Investments made by Alba in 2018 were
as follows:

« Purchase of an indirect 5.16% interest in
Naturgy through the investment of Euros

500.0 million in Rioja Bidco Shareholdings.

In mid-May, this company acquired a
20.07% interest in this company from
Repsol. Additionally, a direct O.11% interest
in Naturgy was acquired for Euros 21.3
million.

« Acquisition of a 2.00% stake in Ebro Foods
for Euros 53.0 million, raising its interest in

this company to 14.00%.

« Purchase of a 1.68% interest in Viscofan for
Euros 40.6 million, increasing its stake in
this company to 13.00%.

« Additionally, Alba purchased a 1.42%
interest and a 0.10% interest in Parques
Reunidos and CIE Automotive for Euros
12.0 million and Euros 2.7 million,
respectively. At 31 December 2018,
Alba's investment in Parques Reunidos and
CIE Automotive amounted to 21.43% and
1010%, respectively.

« Through Deyé& Capital IV, it acquired
a 3.7% inferest in MonBake for Euros
9.4 million. MonBake is the new group
resulting from the acquisition by investment
funds managed by Ardian, of Panasa
and Bellsold, two of the main Spanish
companies in the deepfrozen bread and
pastries sector. This re-investment is part of
the agreements reached between Deyé
Capital and Ardian over the sale of Panasa.

Divestments made during 2018 were as
follows:

« Through Deyé Capital, the 26.5% stake in
Panasa was sold for Euros 88.4 million,
and through Deyd Capital 1V, the 40.3%
inferest in Gascan was sold for Euros 36.0
million. Through these sales, Alba disposed
of its entire investment in both companies.

« Sale of a building in Madrid for Euros
15.5 million.

Finally, Deya Capital IV, together with other
investment vehicles managed by Artd Capital,
undertook to participate with a group of
investors led by KKR in launching a public
offer to acquire 100% of the share capital of
Telepizza. This offer is currently pending the
approval of the Spanish National Securities

Market Commission (CNMV).
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3. OUTLOOK FOR THE
COMPANY

Alba’s foremost objective is to ensure that
its investees achieve maximum profitability,
improving their competitiveness and
enhancing their human, financial and
technological potential. Furthermore, the
Company’s financial structure, size and
flexibility will enable it to take advantage
of investment opportunities that may arise.

Performance of the main investees:

« Acerinox sales in 2018 rose by
8.3% compared to the preceding
year, reaching Euros 5,011 million.
Steel production fell by 3.1% to 2.4
million tonnes, while cold rolling
reached record levels for the second
year running with 1.8 million tonnes
(+0.8%). Annual EBITDA stood at Euros
480 million, 1.8% down on the prior
year due to lower results in Q4 2018.
Net profit came to Euros 237 million,
which is slightly up on 2017 (+1.3%).
Net financial debt at 31 December
2018 was Euros 552 million, Euros 57
million down on the prior year and a
sign of the company’s solid cash flow
generation.
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Consolidated income from Bolsas y
Mercados Esparioles in 2018 fell by
4.9% compared to the previous year

to Euros 304 million. The decline in
income from the Equities, Fixed Income,
Seftlement and Registration and Clearing
divisions was unable to be offset by the
rise in Derivatives and Market Data &
VAS divisions. In the Equities division,
income from frading activity fell by
12.5%., while income from listing activity
rose slightly by 0.6%. Llower income
and the rise in nonTecurring personnel
expenses explain the declines in EBITDA
and net profit for the period to Euros
186 million and Euros 136 million,
respectively, which represent drops of
11.3% and 11.1% on the prior year.
The company had a net cash position
of Euros 277 million at 31 December
2018, down 5.3% on the preceding
year.

CIE Automotive revenue amounted to
Euros 3,030 million in 2018, a 6.6%
rise on the prior year, due to higher-
than-market growth in all geographical
areas. Excluding the impact of exchange
rates [-4.4%) and of the consolidated
group (+0.9%), sales rose by 10.1%
compared to the prior year. EBITDA grew
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by 12.3% to Euros 529 million, driven
by higher margins (17.5% compared

to 16.6% in 2017), while net profit
grew by 84.2% to Euros 397 million.
Excluding the effect of the disfribution

of the investment in Global Dominion in
the form of an extraordinary dividend,
and other non-recurring results, net profit
rose by 20.0% to Euros 243 million in
normalised terms. Nef financial debt af
31 December 2018 amounted to Euros
Q48 million, which is 1.8 times ERITDA

of the last twelve months.

« Ebro Foods obtained sales of Euros
2,647 million in 2018, 5.6% higher
than the prior year. This growth was
driven by the healthy performance of
both the Pasta division (+6.6%), buoyed
by the consolidation of Bertagni, and
the Rice division (+5.0%). EBITDA for the
period amounted to Euros 311 million,
13.4% down on 2017, due mainly to
the substantial increase in the prices
of raw materials in Rice and to the
logistics and production problems of this
division in the United States. Net profit
fell by 35.8% to Euros 142 million.

Net financial debt rose by Euros 187
million compared to 2017, to Euros
705 million, due to the acquisition of

Bertagni, the increase in inventories of
raw materials and investments made.

The comparability of Euskaltel’s annual
results with those of the previous year
was affected by the acquisition of 100%
of Telecable de Asturias in July 2017
Revenues amounted to Euros 692 million
in 2018, a rise of 11.2% on the prior
year [-2.2% in comparable terms if
Telecable were included in both periods,
mainly due to lower income from the
Residential segment). In comparable
terms, net new land line residential
customers rose slightly during the period.
Reported annual EBITDA increased by
9.6% compared to 2017 to Euros 336
million (-1.3% in comparable terms). Net
profit reached Euros 63 million (+26.6%)
due to the decline in extraordinary
expenses. Net financial debt at 31
December 2018 fell to Euros 1,532
million, a 4.6% drop on the prior year.

Indra sales totalled Euros 3,104 million in
2018, 3.1% up on the prior year (5.8%
in local currency), mainly on account

of the integration of Tecnocom and
Paradigma and the healthy performance
of the Transport & Traffic, Energy and
Industry and Financial Services divisions.
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By geographical areas, sales in Spain
grew mainly on the back of inorganic
growth (+12.2%], rising slightly in Europe
(+2.4%), but falling in Asia, the Middle
East and Africa (-9.0%), mainly due

to elections, and in America -/.2%),
because of the negative impact of
exchange rafes. EBIT came to Euros 199
million, 1.9% up on 2017, hampered
by the restructuring costs of Tecnocom
and the penalty imposed by the Spanish
National Markets and Competition
Commission (CNMC). Net profit
amounted to Euros 120 million, 5.6%
lower than in 2017. At the end of the
year, nef financial debt reached Euros
483 million (17.9% down on 2017,
equivalent to 1.6 times 2018 EBITDA,
after cash flows of Euros 168 million
were generated during the year.

« Naturgy recorded sales of Euros 24,339
million in 2018, a rise of 4.9% on the
preceding year, driven by higher volumes
and prices in the Gas business. EBITDA
for the period amounted to Euros 4,019
million, 3.0% higher than in 2017.
Eliminating non-recurring effects, EBITDA
would have been 11.8% up on the prior
year due to improvements in the Gas
and Electricity lines of business and the
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stability of the infrastructures business. The
net loss for the year amounted to Euros
2,822 million as a result of the Euros
4,905 million asset impairment made

in the first half of the year. Excluding this
impact and other non-recurring effects,
nef profit would have been 57.0% higher
than in 2017 on the back of heightened
activity and lower amortisation/
depreciation and finance costs. Net
financial debt at 31 December 2018 fell
to Euros 13,667 million, 9.8% down on
the prior year.

The results for Parques Reunidos refer to
the year ended 30 September 2018.
Parques Reunidos revenue grew by

0.6% to Euros 583 million, but was
largely weighed down by adverse
meteorological conditions, particularly in
the United States, and to a lesser extent
in Europe. Recurring EBITDA fell slightly
(0.3%) to Euros 174 million. Excluding
the effect of exchange rates and changes
in the consolidated group, EBITDA would
have increased by 1.4%. Recurring net
profit amounted to Euros 13 million, a
rise of 14.4% on the prior year. Net debt
grew fo Euros 567 million from Euros
516 million at the end of September
2017, mainly on account of operating
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investments and the acquisition of
Belantis. Parques Reunidos has changed
its reporting date to 31 December, so the
close of accounts at 31 December 2018
corresponded to a three-month period.
Given the seasonal nature of the business,
the results from September to December
are not representative.

« Viscofan sales grew by 1.0% to Euros 786
million compared to 2017, despite the
depreciation of its main trading currencies
against the euro. Excluding the exchange
rate impact (-3.8%) and the consolidated
group (+2.0%), sales would have risen by
2.9% compared to the prior year, driven
by the increase in prices and volumes and
the improvement in cogeneration prices.
Recurring El EBITDA fell by 8.2% to Euros
209 million because of the exchange rate
impact mentioned above. In comparable
terms, EBITDA dropped 1.3% due to
the rise in the price of raw materials
and energy, and higher overheads and
personnel expenses on account of the new
Céseda factory. Net profit totalled Euros
124 million, 1.4% up on the prior year. At
31 December 2018, Viscofan's net debt
was Euros 80 million compared to Euros
41 in 2017, due to acquisitions and the
higher dividend distributed.
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4. INVESTMENT
PORTFOLO

Alba’s investment portfolio at 31 December
2018 was as follows:

Listed companies Investment (%) Millions of Euros
Acerinox 18.96 453.4
BME 12.06 2453
CIE Automotive 10.10 279.3
Ebro Foods 14.00 375.8
Euskaltel 11.00 137.4
Global Dominion 5.00 36.4
Indra 10.52 153.1
Naturgy 5.27 706.0
Parques Reunidos 21.43 186.9
Viscofan 13.00 291.6
Total stock market value 2,865.1
Total carrying amount 3,030.8
Loss (165.7)

(1) Includes an indirect 5.16% interest through Rioja Bidco and a direct investment of 0.11%.
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Investment (%) Millions of Euros

Unlisted companies ? 182.3
Alvinesa 16.83
in-Store Media 18.89
Mecalux ! 24.38
Monbake 3.70
TRRG Holding Limited 7.50
Satlink 4 28.07

Millions of Euros

Buildings 344.0

(2) Through Deyé Capital and Deyé Capital V.
(3) Includes a direct interest in Alba of 8.78%.
(4) Fully consolidated.
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5. NET ASSET
VALUE (NAV]

The most representative indicator of a
company such as Alba is Net Asset Value
(NAV). Calculated based on criteria typically
used in the market, the NAV of Alba at 31
December 2018 before taxes amounted to
Euros 3,911.9 million or Euros 67.17 per
share, which represents a 3.4% decline on
the prior year.

Millions of Euros 31-12-18 31-12-17
Listed securities 2,865.1 2,440.0
Unlisted securities 182.3 268 .4
Buildings 344.0 353.0
Other assets and liabilities 251.1 226.6
Net cash 269 .4 761.7
Net asset value (NAV) 3,911.9 4,049.5
Millions of shares 58.24 58.24
NAV / share €67.17 €69.53

Gascan and Satlink are included at their fair value, and consequently, their assets and liabilities have been eliminated.
Correspondence with the consolidated balance sheet is shown in the fooinotes of the balance sheet (page 10).
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/. CONSOLDATED
RESULTS

Consolidated profit net of taxes amounted
to Euros 154.4 million in 2018 compared
to Euros 474.1 million in the previous year
[-67.4%). The reason for this decline is
because profit for 2017 included capital
gains obtained on the sale of the remaining
interest in ACS.

Income from share of profits in associates
came to Euros 161.4 million compared to
Euros 118.9 million in 2017 (+35.8%). This
increase is largely explained by the first-
time consolidation of the investments in CIE
Automotive and Naturgy.

Earnings per share in 2018 stood at €2.65
compared to €8.14 the prior year.
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CONSOLDATED INCOME STATEMENT )

Millions of Euros 31-12-18 31-12-17
Share of net profits of associates 161.4 118.9
Revenues Q2.4 64.5
From leases and other 16.5 16.5
From other fully consolidated companies 75.8 48.0
Change in fair value of investment property 0.2 0.9
Gains/(losses) on assets and net finance income|cost) (2.1) 361.7
Sum 251.9 546.0
Operating expenses (75.6) 61.7)
Alba (25.2) (26.8)
Other fully consolidated companies (50.3) (34.9)
Amortisation and depreciation (11.9) (8.4)
Alba (1.0) 0.9)
Other fully consolidated companies (10.9) (7.5)
Income tax (1.9) 1.2
Non-controlling inferests (8.2) (3.0)
Sum (97.5) (71.9)
Net profit 154.4 474.1
Earnings per share (€) 2.65 8.14

(1) Gascan and Satlink are fully consolidated. Gascan left the consolidated group at 31 December 2018.
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CONSOLDATED BALANCE SHEET

ASSETS
Millions of Euros 31-12-18 31-12-17
Infangible assets 43.0 /7.2
Goodwill 50 10.2
Other infangible assets 38.1 67.0
Investment property ! 327.4 336.5
Property, plant and equipment 7.8 47.0
Investments in associates ! 2,994.4 2,383.1
Financial instruments at fair value through profit or loss ! 201.1 154.5
Other investments and other assets 64.0 66.9
Non-current assets 3,637.6 3,065.2
Non-current assets held for sale - 88.4
Inventories 6.9 7.3
Receivable from taxation authorities 163.7 168.3
Other financial assets 248 .9 602.5
Cash and cash equivalents 1421 310.0
Receivables and other assets 67.7 32.9
Current assets 629.3 1,209.4
Total assets 4,266.9 4,274.6

(1) Gascan left the consolidated group at 31 December 2018.

[a) Corresponds to “Buildings” of NAV.

[b) Corresponds to “listed securities” and “Unlisted securities” of NAV. Saflink and Gascan are included in NAV at fair value, and have
been removed from “Other assets and liabilities”.

[c) Corresponds to “Net cash” of NAV, net of the effect of Satlink which is included under “Unlisted securities” of NAV.
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EQUITY AND LABILITIES

Millions of Euros 31-12-18 31-12-17
Share capital 58.2 58.3
Reserves and own shares 3,828.8 3,429.6
Profit for the year 154.4 4741
Non-controlling interests 17.4 34.1
Equity 4,058.9 3,996.1
Other non-current liabilities 9.8 7.5
Net deferred taxes 37.7 51.1
Lloans and borrowings — non-current 128.9 180.8
Non-current liabilities 176.5 239.4
Lloans and borrowings — current 12.8 14.5
Current payables 18.7 24.6
Current liabilities 31.5 39.1
Total equity and liabilities 4,266.9 4,274.6
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8. SHARE PRICE PERFORMANCE

In 2018, the price of Alba's shares dropped
by 10.9% from Euros 47.42 to Euros 42.50,
while in the same period, the IBEX 35 slid
15.0% to 8,540 points.
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@. EVENTS AFTER THE
REPORTING PERIOD

« Purchase of an additional 1.58% stake in
Parques Reunidos for Euros 13.4 million,
raising the investment in the company to

23.02%.

« Purchase of an additional 0.03% stake
in CIE Automotive for Euros O.8 million,
raising the investment in this company fo

10.13%.

10. ACQUISITIONS AND
DISPOSALS OF OWN SHARES

Details of own shares at 31 December 2018
and 2017 are as follows:

Acquisition
No. of % of share price Thousands
shares capital €/share of €
At 1 January 2017 59,898 0.10% 40.29 2,413
Purchases in 2018 102 0.00% 49.50 5
Amortisation in 2018 (60,000) (0.10%)

At 31 December 2018
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11. RESEARCH AND
DEVELOPMENT ACTIVITIES

The Group's specific activities mean that
direct investments are not necessary in
this area.

12. AVERAGE SUPPLIER
PAYMENT PERIOD

Details of the average supplier payment
period are as follows:

Days 2018 2017
Average payment period for suppliers 43 42
Transactions paid ratio 44 45
Transactions payable ratio 41 40
Thousands of Euros 2018 2017
Total payments made 30.7 48.8

Q.0 14.0

Total payments outstanding
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13. RISK MANAGEMENT
AND CONTROL POLICY

The Board of Directfors of Corporacion
Financiera Alba, S.A. has drawn up the
following risk management and control

policy:

1.Types of risk faced by the Group

Risk is inherent to all business activity and
is defined as uncertainty concerning the
occurrence of an event or action that could
adversely affect the Company’s ability to
maximise its value for stakeholders and

fo achieve its goals; it also refers to the
possibility of threats materialising and
opportunities not being taken.

Corporacién Financiera Alba engages in
two principal activities:

(i) investment in the capital of listed and
unlisted companies, and

(ii) investment in buildings leased as office
spaces.

As a result of its activities, the markets
and sectors in which it operates and its
environment, the Company is exposed to
the following categories of risks:

« Strategic risks related fo the mission and
vision of the Company, achievement
of business goals and the creation and
preservation of value for shareholders and
other stakeholders.

These include risks related to the
corporate governance of the Company,

its reputation and responsibility, investment
and divestment strategies, and market
dynamics.

Operational risks involving potential
direct or indirect economic losses related
to external events: uncertainty in the
Company's own business activities; or
infernal events: failures or inadequacies in
the processes, systems or resources of the
Company.

These include risks related, mainly, to
revenues, investments and divestments
and their monitoring, the acquisition of
goods and services, physical assets,
human resources, information fechnologies
and natural disasters, terrorism and other
criminal acts.
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« Financial risks resulting, broadly speaking,
from any financing operation which the
Company must make in order fo perform
its activities, as well as the reliability of
financial information reported by the
Company.

These include liquidity and credit risks,
market, tax, accounting and reporting risks.

« Regulatory compliance risks arising from
a potential failure to comply with laws,
regulations, infernal standards and codes
of conduct, as well as greater exposure to
such risks.

These include legal risks, regulatory risks

and risks involving codes of ethics and
conduct.
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2. Integrated Risk Management System

Aware of the importance and advantages
of adequately and efficiently managing

its risks, Corporacion Financiera Alba has
established an Integrated Risk Management
System mainly focused on:

« Enabling the identification and proactive
and efficient assessment of Company
risks, as well as monitoring and continually
fracking these risks.

« Integrating, coordinating and directing
the various risk management actions

performed by the Company.

« Achieving responsible risk acceptance
and reinforcing the responsibility of the
Company's employees.

« Ensuring the control systems are aligned
with the actual risks of the Company.

« Facilitating and streamlining the
application of corrective measures.
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The Integrated Risk Management System
unites three key components:

(i) The continuous risk management
process, understood as the activities
performed by all individuals in the
Company under the supervision of the
Audit and Compliance Committee that
are focused on identifying potential risk
events, managing the risks identified and
providing reasonable assurance that the
Company will achieve its goals.

(i) An organisational focus, with clearly
defined and communicated roles
and responsibilities. Integrated risk
management affects all Company
personnel, therefore it is vital to
establish an organisational focus
on risk management tailored to the
organisational structure and corporate
culture of the Company.

Although the Infegrated Risk
Management System affects and
involves all Company personnel, the
main partficipants are as follows:

risk managers, the Risk Control and
Management Department, the Audit and
Compliance Committee and the Board
of Directors.

(iii) A monitoring model, which identifies
and provides the timely information
needed so that all those involved in the
risk management process can make
informed decisions concerning the risks.

2.1. The Continuous Risk Management
Process

By way of a summary, the continuous risk
management process involves performing
the following activities:

« |dentifying and assessing the risks that
could affect the Company.

Determining the main sfrafegic,
operational, financial and regulatory
compliance risks affecting the Company’s
strategy and goals, assessing the
probability of occurrence and potential
impact and prioritising risks based on
these factors.

« Seffing the level of risk that is considered
acceptable.

Defining key risk indicators (KRIs) for each
critical risk and establishing tolerance
levels for these risks.
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« Identifying controls.

Specifying existing controls (or those to be
implemented) in the Company to mitigate
the aforementioned risks.

« |dentifying the processes in which these
risks and confrols should arise.

Determining the existing relationship
between the Company's key risks —

and its controls — and the Company's
processes, identifying and analysing the
processes that are crifical for managing
risks.

Assessing controls.

Assessing the effectiveness of the controls
in mitigating the risks identified.

Designing and implementing action plans
in response to the risks.

Determining action plans to be carried
out to lower the residual risk to the
acceptable level of risk, bearing in mind
the costs and benefits of such efforts. As
a direct result of this reduction of the level
of risk, a reassessment and prioritisation
of the risks will be necessary and
appropriate, as part of a continuous risk
management process.
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In this regard, Corporacién Financiera Alba
has prepared the company’s Risk Map,
which shows, based on their impact and
probability, the key risks in the categories
listed above. In order for this map fo

be effectively used as a management

tool that allows the Company to make
informed decisions, the map is reviewed
and updated periodically to adjust it to the
Company's current circumstances.

Likewise, the Company has prepared

Risk Indices for the most critical risks,
identifying the key risk indicators with their
corresponding tolerance levels, the controls
associated and, where applicable, the
action plans to be implemented. These
Indices allow the Company to periodically
assess and monitor ifs risks and to
defermine the most appropriate response to
these risks.
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2.2. Organisational Model of roles
and responsibilities

Although the Integrated Risk Management
System affects and involves all Company
personnel, the main players are as follows:

(i)

(i)

Risk managers.

These managers are responsible for
monitoring the risks they have been
assigned and for informing the Risk
Control and Management Department
of any relevant information concerning
the risks.

Risk Control and Management
Department.

The Risk Control and Management
Department is expressly tasked with
the following duties:

« Ensuring the smooth running of the risk
control and management systems and,
specifically, that all the important risks
affecting the Company are identified,
managed and quantified correctly.

« Actively parficipating in preparing the
risk strategy and imporfant decisions
concerning risk management.

« Ensuring that the risk control and
management systems adequately
mitigate risks, as part of the policy
esfablished by the Board of Direcfors.

(iii) Audit and Compliance Committee.

Supervises, pursuant to the Regulations
of the Company's Board of Direcfors,
among other matters, the effectiveness of
the Company's internal controls and risk
management systems.

Likewise, it discusses any significant
weaknesses in the infernal control system
detected during the audit with the
auditor.
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(iv) Board of Directors.

As indicated previously, the Board of
Directors has the power to determine
the risk control and management
policy, including for tax risks, and is
tasked with supervising the internal
reporting and infernal control systems.
With regard to the risk management
processes, it is noteworthy that, in
addition fo the aforementioned Risk
Control and Management Department,
Corporacion Financiera Alba has
Regulatory Compliance processes
which are performed by the various
operational and support departments,
as well as an Internal Audit Service
(SAl), defined as an advisory and
control body serving the Audit and
Compliance Committee, that is
independent within the organisation as
regards ifs actions, aimed af assessing
the various areas and functional
activities of the Company.
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The duties of the Internal Audit Service
include the analysis and proposal of
recommendations to improve the risk
management processes. The Internal
Audit Service also performs independent
assessments of the efficiency and
effectiveness of internal controls,
although this is always in coordination
with the Risk Control and Management
Department, in order to avoid
duplicating tasks and/or areas existing
without adequate coverage.
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2.3 Monitoring and Reporting Model

The last component of the Integrated Risk
Management System is a monitoring and
reporting model capable of providing
relevant information, in a timely and
appropriate manner, to all players involved
in the risk confrol and management process,
both upwards and downwards in the
hierarchy.

This cross-departmental monitoring model
allows the System to behave dynamically
and, above all, to anticipate risks, rendering
risk management and control, within the
limits set by the Company, possible.

Specifically, the Infegrated Risk Management
System established by Corporacién
Financiera Alba is a management,
communication, monitoring and support
mechanism for all activities related to risk
confrol and management. It is vital for
responding to individual risks and risks that
are specific fo each acfivity, while it provides
the framework needed for coordinated
management by the Company.
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1. LETTER FROM THE CHAIRMAN

We hereby present the Annual Sustainability
Report of Corporaciéon Financiera Alba for
the third year, and with it, the Company's
performance on social, environmental and
good governance matters.

The 2018 Annual Report captures the
performance of the organisation in the
current global confext of sustainable

development, marked by significant changes

in social and environmental settings. These
changes range from the transformation

of the internal processes of entities for
value creation, fo the application of social
responsibility criteria in the configuration of
investment portfolios. These transformations
demand greater transparency from
companies, which must address their triple
bottom-ine as a requirement to ensure their
stable and sustainable growth.

International initiatives — such as the
Principles for Responsible Investment,
adopted more than a decade ago,

the United Nations 2030 Agenda

and the Paris Agreement on Climate
Change, both of 2015, the Principles
for Sustainable Insurance of 2017, or
the European Commission’s 2018 Action
Plan on Sustainable Finance — promote
tools capable of leading sustainable
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development. Nationally, it highlights the
approval in 2018 of the Action Plan for
Agenda 2030 and the Non-Financial
Information Act, applicable to the financial
year 2018. Follow-up on these initiatives
contributes fo responsible decision-making,
and allows for stable domestic and
international financial systems to be
maintained, which are necessary for the
economic development of countries.

Corporacion Financiera Alba is not
obliged to present the state of non-financial
information confemplated by law on such
subject matters, as it does not exceed the
threshold of 500 employees. However,
aware of the importance of fransparency
and good governance for stable growth,
and following the recommendations of
the Unified Governance Code of Listed
Companies, it reports on corporate
social responsibility issues, following the
methodology of GRI [Global Reporting
Initiative] Standards applicable fo it,
some of which are applicable due fo its
investment in listed companies.

On the other hand, it reports the
development of its activities from

the perspective of the Sustainable
Development Goals (SDCs), proposed
by the United Nations as a call to
private companies to help create @



global society from a common language.
The main SDGs with which Corporacion
Financiera Alba contributes directly or
through their participated companies, have
been identified, aligning the sustainability
challenges according to the confent of the
Non-Financial Information Act.

Among the actions on Corporate Social
Responsibility during 2018, it highlights
the approval of a new Code of Ethics and
Conduct, including a Complaints Channel.
The Code captures the evolution of legal
regulations on criminal liability of legal
persons and regulafory changes in market
abuse.

The scope of this Report is limited to
Corporacion Financiera Alba and its
subsidiaries, but does not include its
investee companies. However, it does
focus special atfention on the influence over
investee companies, in which it encourages
the implementation and development of
sustainability and corporate governance
best practices, in line with the philosophy
of Corporacién Financiera Alba on active
participation, as a key factor in making
business decisions, deciding on projects and
making investments that generate wealth.

2. COMPANY PROFILE AND
PURPOSE OF THE ANNUAL
SUSTAINABILITY REPORT

2.1. Company Profile

Corporacion Financiera Alba, S.A.

("Corporacién Financiera Alba”) is an
investment company creafed in 1986,
listed on the Spanish Stock Exchange.

Corporacion Financiera Alba holds
significant interests in different companies
with activities in various economic sectors.
Property management, under leasing
arrangements, and interests in companies
via the private equity operations form part
of the activities oﬁ these companies.

The Company is part of the March Group,
one of the main private Spanish family-
owned business and financial groups, of

which Banca March and the Juan March

Foundation are also affiliated.

Banca March, Alba's primary shareholder,
is the only 100% family-owned Spanish
bank specialising in Private Banking and
Corporate Banking, with a business model
based on longterm relationships and
prudence.
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Also, the Juan March Foundation, with
which Corporacién Financiera Alba
collaborates, is a family-owned and equity-
based institution with longterm, no-charge
programmes. It organises exhibitions,
concerts and conferences and promotes
scientific research in social sciences and
advanced postgraduate training.

2.2. Purpose of Annual Sustainability Report

On 29 December 2018, the legislative Act
11/2018, of 28 December entered into
force, by which the Code of Commerce, the
Capital Companies Act and the Audit Law
were amended in respect of nonfinancial
information and diversity. This law forces
companies that meet certain requirements to
draw up a statement of their noninancial
information, integrated into the performance
report, or issued separately. This policy
should be applied for financial activities
initiated on or after 1 January 2018.

This law transposes the Directive
2013/34/EU, of 26 June, aligning the
current trend in reporting methods with the
confent of what is reporfed.

Since it does not meet the first requirement

of having more than 500 employees,
Corporacion Financiera Alba is not
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obligated to present a statement of
non-financial information under the Act
11/2018. So, in accordance with good
corporate governance recommendations,
for another year, it presents its Annual
Sustainability Report, where possible,

the information required by the
abovementioned Act, following the GRI
Standards methodology. It is also taken
info account that Corporacion Financiera
Alba hold shares in ten listed companies,
with an aggregated stock market value
at 31 December 2018 of 2,865 million
euros, for which they are obliged to
present a sfatement of nonfinancial
information.

Thus, through this Annual Report, the
performance of the Company and its
group companies regarding environmental,
social and personnel issues, human rights,
efforts against corruption and bribery, and
information on Company commitments with
sustainable development, supply chain and
society, is made available to the various
stakeholders of Corporacion Financiera

Alba.

The scope of Annual Report includes
Corporacion Financiera Alba, S.A., Alba
Patrimonio Inmobiliario, S.A.U. and Arta
Capital, SGEIC, S.A.U., with which the

Group is formed.



3. ANALYSIS OF THE COMPANY
ENVIRONMENT: SOCIALLY
RESPONSIBLE INVESTING (SRI)
SITUATION AND TRENDS

The United Nations 2030 Agenda
established the 17 Sustainable
Development Goals (SDGs) in 2015, with
which it called for both public and private
entities and the third industry to promote
and make the necessary efforts and to
build the alliances that enable them to
achieve all of these goals.

The approval of the 2030 Agenda
Action Plan in July 2018, the recent Non-
Financial Information Act or the European
Commission’s Sustainable Finance

Action Plan of 2018, are clear evidence
of the political consensus and social
demand that exists in terms of sustainable
development. This will lead to the creation
of new policies, measures, governance
and methods of work that will provide a
favourable framework for the increased
investment in our country.

The High Commissioner for Agenda 2030
aims fo track SDGs in a series of prioritised
areas of action and establish policies to
achieve them.

These initiatives, together with other
international ones, that promote sustainable
development-such as the Paris Agreement

in the fight against climate change, the
Principles for Responsible Investment or the
Principles for Sustainable Insurance,constitute
reference documents for investment decision
making and contribute to the drive for a
sustainable financial system.

Financially, the international situation

in 2018 was characterised by global
geopolitical uncertainties along with other
environmental and social sectors that have
impacted the national and international
economy, with a consequent impact on the
Company. In this global picture, it is worth
noting that non-economic aspects impact
the economy and are drivers of international
economic change.

In this context, Spain ended 2018 with

a GDP of €1.2 trillion, which was 2.5%
up on 2017. However, this growth was
lower, by fivefenths, than the GDP growth
in 2017 at 3%. This shows us a slowdown
in the growth of the Spanish economy after
three years in which it has been very high,
as a result of factors such as the cyclical
push and employment and financial reforms
that assisted that growth, along with other
circumstantial factors in the economy.
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4. CORPORACION
FINANCIERA ALBA

4.1. Responsible Business Model and
Strategy

Corporacion Financiera Alba, which
aims fo create value in the long term for
its shareholders, has an Investment Policy
that establishes a responsible investment
philosophy based on principles and
criteria on which it operates.

One of these principles that guide

the actions of the entity is the need to
have a high level of knowledge of the
investments, both in its initial analysis
and in the continuous monitoring of the
company in which it invests, the sector in
which it performs and the markets in which
it operates. Thus, it establishes the most
appropriate procedures to understand the
quantitative and qualitative aspects that
define the activity of companies involved,
with the latter particularly relevant in

the long-ferm decisions of Corporacion
Financiera Alba. To do this, it uses, when
necessary, external counselling.
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In terms of geographic scope, the need
to diversify risk has led the Company

fo engage in domestic investment — it

is in Spain where the entity currently
maintains all its investments and where,
for its reputation in the market, accesses
relevant investment opportunities — as well
as in international investment, where the
investment is infended fo be preferentially
done, together with local partners and in
companies characterised by their stability,
reliability and security.

Active participation in companies and in
other assefs in which the Company invests,
is another key principle of the responsible
investment of Corporacion Financiera Alba
and translates to the establishment of o
number of requirements fo invest. These
include having the sufficient percentage

of shareholding required in order fo have
adequate representation on the Boards of
Directors and their committees and the duty
of compliance, by the investee companies,
with corporate governance standards.
Additionally, the responsible modus operandi
of the Company is acquired, which
franslates info a high level of dedication and
commitment to the investee companies.



The credibility and reputation of
Corporacion Financiera Alba is
understood from its longferm commitment
and its adherence to the principles of
Good Corporate Governance and ethical
behaviour promoted by the Company.

Therefore, it promotes advanced policies
on good governance and environmental,
labour, social and tax issues in its investee
companies. Potential conflicts of inferest
among investee companies, as well as
investments in potentially conflicting sectors
from a legal or social perspective, are
also avoided.

Given that economic and political factors
can affect the volatility of Alba’s market
value, the principle of prudence is
essential in the business to minimise risks
as much as possible. This has implications
both for the composition of Corporacion
Financiera Alba’s portfolio, which is must
diversify in order fo reduce its volatility,
and for the level of indebtedness,

with liquidity of its assets allowing the
Company fo quickly execute investment
and divestment decisions and maintain

a level of coverage to cover financial
risks. Diversification also advocates
internationalisation of investments, as a
way to reduce potential socio-political
effects on acquisitions.

4.2. Main Figures of 2018 Activity

During 2018, Corporaciéon Financiera Alba
has held direct or indirect shareholding in ten
listed companies and, through the vehicles
managed by its private equity company Artd
Capital, SCEIC, S.A.U., has participated

in seven unlisted companies, which at 31
December of 2018 were reduced fo six
unlisted companies.
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It is present in different sectors of activity, as
shown below:

Investment sectors Percentage at 31 December 2018
Industrial 22%
Energy 21%
Food 20%
Property 10%
Financial Services 7%
Leisure 6%
Technology 6%
Telecommunications 4%
Various 4%

Table 1: Main investment sectors as at 31 December 2018.

The investments of Corporacién Financiera As at 31 December 2018, the shareholdings
Alba in 2018 amounted to €639.0 million portfolio owned by Corporacion Financiera
in shares and sold assets for €139.9 Alba consisted of:

million.

In October 2018, Alba distributed a
gross dividend of €0.50 per share fo its

shareholders, representing a disbursement
of €29.1 million.
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Equity Share

Company Company at 31 December 2018
Acerinox 18.96 %
BME 12.06 %
CIE Automotive 10.10 %
Ebro Foods 14.00 %
Listed Euskaltel 11.00 %
companies Global Dominion 5.00 %
Indra 10.52 %
Naturgy 527 %
Parques Reunidos 21.43 %
Viscofan 13.00 %
Alvinesa 16.83 %
in-Store Media 18.89 %
Unlisted Mecalux 24.38 %
companies Monbake 3.70%
TRRG Holding 7.50 %
Satlink 28.07 %

Table 2: Portfolio of Corporacién Financiera Alba as at 31 December 2018.
2/3
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Assets by investment type:

Current Percentage at 31 December 2018
Listed Companies 73%
Treasury and other Assets and Liabilities 13%
Real Estate %
Unlisted Companies 5%

Table 3: Asset distribution as at 31 December 2018.

Net asset value at yearend 2018
amounted to 3,912 million.
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4.3. Organisational Structure

The organisational structure, which
includes the companies Corporacién
Financiera Alba, S.A., Alba Patrimonio
Inmobiliario, SAU and Arté Capital,
SGEIC, SAU, is as follows:



Institutional

Staff — Chairman

(2) (1)
Staff —————  Vicechair
(2) (2)
Relationships —— CEO Staff Secretariat

(1) (2) (1)

Secretariat-
General

(1)

Legal
Department

(2)

Department

(1)

|
| Real Estate,

Investments Strategy Finance and Chairman of Director

Dir. Dir. Systems Dir. Arté Capital of Security Department

(1) (1) (1) (1) (1) (12)

Real Estate Finance Systems

Department Department Department Department Director Department

(4) (6) (8) (4) (4) (1)

Department
(7)

Figure 1: Organisational structure as at 31 December 2018.
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4.4. Contribution fo society

As part of its Corporate Social Responsibility
Policy, Corporacién Financiera Alba sefs out
the principles and areas of scope fo help
improve the well-being of individuals and fo
promote economic and social development
of the communities in which it is present,
and to create value for the various
stakeholders, both internal and external.

The Company’s main social responsibility is
fo ensure the utmost diligence and integrity
throughout the investment process. To do
this, it focuses on three principles that apply
fo their investments:

« long-term vision.

« Responsibility for management by selecting
assets that have the greatest capacity for
influence and transformation.

« Mitigation of non-financial risks, including

social, environmental and good
governmentrelated risks.
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Along with these, they highlight other
general principles and Company guidelines,
such as the pursuit of excellence and
adoption of best practices in corporate
governance, respect and promotion of
human rights, safe and healthy work
environment and the firm commitment to
conserving the natural environment.

In addition, Corporacion Financiera Alba is
focused on ifs stakeholders and esfablishes
the communication channels necessary

in order to address all their needs and
expectations. The scope of application

of the socially responsible commitments
extends to both the Company and its group
companies. In addition, the Company strives
to extend these guidelines and responsible
principles through ifs representatives to all of
the investee companies.

As an investment entity that upholds
responsibility in its own management

and legislative compliance, Corporacién
Financiera Alba contributes more directly
to the SDG 16, whose goal is to achieve
peace, faimess and strong institutions

in all countries, and to SDG 17, which
encourages alliances to achieve goals,
since their aims in society are achieved by
collaborating with other partners.



Furthermore, with its active participation in
the Boards of Directors and Committees of

investee companies, it promotes the SDG 16.

Indirectly, together with the investee
companies, it contributes to society through
the pursuit of the SDGs of all companies in
which it has interests.
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Listed companies in which Corporacién Financiera Alba owns shares

CIE Ebro
SDG Acerinox BME  Automotive Foods Euskaltel
1 No Poverty v
2 Zero Hunger v v
3 Good Health and Well-Being v v
4 Quality Education v v
5 Gender Equality v
6 Clean Water and Sanitation v
7 Affordable and Clean Energy. v
8 Decent Work and Economic Growth v v v v v
9 Industry, Innovation and Infrastructure v v v
10 Reduced Inequalities v v
11 Sustainable Cities and Communities v 4
12 Responsible Consumption and Production v v v v
13 Climate Action v 4 v v 4
14 life Below Water
15 life on land v
16 Peace, Justice and Strong Insfitutions v v v v v
17 Partnerships for the Goal v v v 4

Table 4: Identification of the contribution by Corporacién Financiera Alba fo SDGs through investee companies.

2/8

CORPORACION FINANCIERA ALBA ANNUAL REPORT 2018



Global Parques

Dominion Indra Naturgy Reunidos Viscofan
v
v v
v v v
v v
v v v
v v v
v vV vV
v v v
v
v v vV v
v v vV v
v v v
v v v
v v v v
v v v v
v v v v

2/9

SUSTAINABILITY REPORT




SUSTAINABILITY
REPORT

Through investee companies, Corporacién
Financiera Alba provides social value in
some priority areas set out in the 2030
Agenda Action Plan, such as:

« The Circular Economy, which is focused
on the change from a linear economy
model to the circular model and, above
all, ensuring that available resources
remain as long as possible in the
production cycle. In Spain, it is driven by

the “Spanish Circular Economic Strategy”.

Corporacién Financiera Alba promotes

the optimisation of resource use among ifs
companies, so waste is reduced, recycled,

reused and revalued.

The Circular Economy affects the agro-
food sector in particular, in which EBRO

Foods belongs, with the aim of this sector,

on the one hand, being to reduce the

impact of production (in ferms of resources

used, emissions, waterprints or chemical
products), and on the other hand,
the results from product consumption.

Corporacion Financiera Alba is concerned

about ensuring that the Company

contributes to the sustainable use of natural

resources Oﬂd conservation Of nature.
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Furthermore, for Corporacién Financiera
Alba's investee companies in the industrial
sector-plastics, metals, automotive,

etc., such as Viscofan, Acerinox or CIE
Automotive, particular attention is paid

fo its approach to waste management
and the circular economy and the digital
fransformation of Spanish industry that,
according to the 2030 Spain Circular
report, aims fo arficulate measures for the
industrial fabric to benefit from infensive
use of information and communications in
its production processes, so that resource
efficiency is improved and phased into the
circular model.

Climate Change and Energy Transition for
compliance with commitments signed by
Spain fo comply with the Paris Agreement
and the energy and climate targets
established in the EU framework.

Corporacién Financiera Alba, through
its shareholding in Naturgy, supports
compliance with this goal set in SDGs 7
and 13.
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The following are the commitments Corporacion
Financiera Alba has with its stakeholders and
the diologue channels it uses:

Stakeholders Corporacién Financiera Alba'’s Dialogue
of Alba commitment towards its stakeholders channels
Shareholders Encourage and develop the mechanisms for building Website: corporacionalba.es
and relationships and maintaining dialogue
Investors Channel enabled for shareholders
Encouraging the exercise of shareholders’ rights through Email: alba@corporacionalba.es
informed participation and transparent communication
Post
Ensure accountability through relevant, reliable and rigorous
information Electronic forum for shareholders
Seek Financial Gain General Shareholders’ Meetings
Provide information on environmental, social and good Annual Report
governance objectives
Sustainability Report
Meetings with the Invesfor Relations Department
Participation in forums of the different sectors related o
investee companies
Employees Ensure a healthy working environment in which equal Infranet for employees

opportunities are respected
Encourage healthy work-life balance

Maintain a permanent and transparent dialogue

Promote professional development and ensure the necessary

fraining for the development of their funcfions

Complaints Channel

HR. Ongoing Training Plan
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Stakeholders Corporacién Financiera Alba’s Dialogue
of Alba commitment towards its stakeholders channels
Clients Fair consideration of all their interests Website: corporacionalba.es
Excellence in performance of the business activity to offer the Email: alba@corporacionalba.es
best possible service
Post
Extension of the Corporacion Financiera Alba values
fo ifs clients Annual Report
Sustainability Report
Complaints Channel
Providers Apply corporate responsibility criteria in management and Website: corporacionalba.es
promote responsible practices in supplier companies
Post
Maintain o permanent channel of dialogue
Email: (personinchargeofcontract) @corporacionalba.es
Complaints Channel
Regulators Carry out fiscally responsible activifies Direct communication or through the appropriate
institutional channels for each case
Regulatory Compliance
CNMV (Comision Nacional del Mercado de Valores
[National Securities Market Commission]) VVebsite
Company Contribute fo sustainable development, promoting integration Website: corporacionalba.es

and social wellbeing in the ferritory in which it has a presence.

Respect and promote Human Rights universally recognised in

the Global Compact

ect the natural environment through measures that prevent
tion and through sustainable use of resources and correct

waste management

Post

Email: alba@corporacionalba.es

Parficipation in Social and Environmental Forums
Adherence to the UN Global Compact

Complaints Channel
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In short, Corporacién Financiera Alba

has infensified its focus in the needs of its
stakeholders and in the periodic information
relating to society, taking advantage of the
different means of interaction provided by
both traditional communication methods and
new fechnologies.

The purpose is to provide the appropriate
means for greater participation and dialogue
with shareholders and investors, suppliers,
clients, regulators and society, as befits a
listed company that is fully aware of the
importance of information and transparency.

Moreover, the Communications Department
has smooth contact with national and
infernational media, who follow the
Company's information, to keep them
informed of its status and activity, providing
them the best possible information about it.

To all of them, Corporacién Financiera Alba
reports in this Annual Report about their
performance on environmental, social and
personnel issues, respect for human rights and
the fight against corruption and bribery and
their contribution to society.
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5.2. Corporacién Financiera Alba’s activity
and the Sustainable Development Goals
(SDG)

Corporacion Financiera Alba is an entity
committed to sustainable development,
based on sustainable investment, and

to raising the awareness among its
stakeholders about the impact of their
economic activity on society.

Since 2015, it has adhered to the United
Nations Global Compact, the largest
infernational voluntary initiative fo promote
corporate social responsibility in the
Signatory Partner category. By adhering
to this initiative, Corporacion Financiera
Alba undertakes a commitment to annually
report its performance in relation fo the
Ten Principles of the Global Compact,
addressing topics such as human rights,
employment standards, the environment
and anticorruption.

Corporacion Financiera Alba is aware

of the key role that the private sector
plays for achieving the Sustainable
Development Goals (SDCs). As a result,
the following sections explain how they
have aligned their activities and initiatives
with the SDGs, depending on their direct
contribution to them, or indirect, through
their investee companies.



Although it is not obliged to present a
statement of nonfinancial information,
the information presented is in line with,
fo the extent possible, the content of Act

11/2018.

5.2.a. Good Governance, Anti-Corruption
and Compliance (SDG 16)

Global
Compact
Material topics Scope Principles SDG  Contribution
Ethical issues GovemGO?\Cc)g 10 16 Direct
Regulatory compliance GovemGoCr)wcc)g 10 16 Direct
: : Good :
Measures taken to prevent corruption and bribery Covernance 10 16 Direct
Mechanisms for the management of financial and Good 10 16 Direct
non-financial risks Governance

It is the responsibility of Corporacién
Financiera Alba to maximise the creation
of sustainable value for its shareholders
and for other stakeholders, as well as
for society. The multiplier effect of the
Company's responsible activity not only

results in benefiting the entity itself, but also
contributes fo creating more transparent, fair
and better governed markets in which more
opportunities for development and economic
prosperity are generated.
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5.2.a.1. Ethics and Values at Alba

A new Code of Ethics and Conduct was
approved by the Board of Directors of 22
October 2018.

This Code is an expression of the values
and principles that must govern the conduct
of Corporacién Financiera Alba and reach
all individuals who, in the exercise of their
duties, employment, business or professional
relationships, relate to the Company.

lts values include:

« Respect for Human Rights and a
commitment to the UN Global Compact.

« Ethical and legal conduct.

« Fair and respectful treatment in ferms of
equal opportunity and non-discrimination.

« Respect for the environment.

« Respect for the inferests of other people
relating to the Company.

« Prudence when performing activities,

assuming risks and in relations with
customers.
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« Information processing with rigour, infegrity
and fransparency

It establishes mandatory standards of conduct
for both employees and members of the
management bodies and the Board of
Directors of Corporacién Financiera Alba and
third parties that relate therefo.

All the general standards listed, as well as the
spirit thereof, determine the inferpretation of
any other legislation or regulation dictated by
Corporacion Financiera Alba.

In the new Code approved in 2018, it was
taken into account, in particular, the evolution
of the legal regulation of responsibility of legal
persons and other regulatory changes, suc

as community regulation on market abuse,
conflicts of interest and insider trading.

In addition, given the importance of

internal complaint channels, it regulates

a more detailed procedure for handling
complaints which allows to communicate, in

a confidential manner, any acts or conduct
committed that may be confrary to applicable
regulations or the Code of Ethics and Conduct
within the Company, in the performance

of third parties that are in contract with the
Company or to its defriment.



The Complaints Channel may be used

by all internal and external persons to the
Company, including within the latter to the
suppliers, contractors and collaborators of
Corporacion Financiera Alba.

It also affects any person who becomes
aware of a reporfable fact in relation to the

Alba Code of Ethics and Conduct.

The Audit and Compliance Committee

has a role in monitoring compliance with
this Code, and its performance is, among
others, in the area of compliance with legal
ordinance and internal regulations, reflecting
their actions in relation to the Code of Ethics
and Conduct in the Audit and Compliance
Committee Performance Report.

The Company reminds the persons affected
by this about the validity of the Code of
Ethics and Conduct. This reminder of 2018
informs about the general rules of conduct to
be followed, the functfions of the Monitoring
Committee, the procedure for monitoring
compliance with the Code and any new
developments in relation to the Complaints

Channel.

In addition, the confidentiality of the process
was emphasised so that the covered person

can make reports of acts that are illegal
or contrary to the Code of Ethics via the
Corporacion Financiera Alba website,
email or postal address, ensuring the
confidentiality of the reporter’s identity.

At least annually, the Audit and Compliance
Committee and the Board of Directors are
informed about the degree of follow-up

on the Code of Ethics and Conduct, the
reminder fo the affected persons of the

main obligations arising out of that Code
and whether communications from alleged
irmegularities or violations of the Code of
Ethics and Conduct have been received.

The Company’s contracts include o
stipulation by which the supplier, contractor,
customer or colleague agrees to use the
Complaints Channel of Corporacién
Financiera Alba, S.A. to report any
improper behaviour of which he/she has
reasonable knowledge or indication of

acts that are illegal or contrary to what is
expected in the Code of Ethics and Conduct
by the Company's employees in relation to

such third party.

No reports were received during 2018, nor
does it have any suggestions or inquiries
related to the Code of Ethics and Conduct.
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5.2.a.2. Regulatory Compliance

Responsibility and commitment to
good government leads Corporacion
Financiera Alba to maintain a constant
willingness to adapt to new regulatory
requirements and best practices in the
market.

Thus, for example in 2018, in
compliance with the LSC (art. 529
novodecies and concordance), the
Remuneration Policy for the Board of
Directors was approved by the General
Shareholders” Meeting of 18 June. This
Policy expressly includes provisions

that the remuneration of the Directors
must be compatible with the company
strategy, objectives, values and longterm
interests and be based on moderation
and balance with adequate and effective
risk management. The remuneration of
the Directors must reflect a reasonable
proportion in relation to the importance of
the Company, the economic situation and
comparable business market standards.

Moreover, the regulatory environment is
increasingly complex, and companies are
increasingly exposed to reputational risks
and economic damages resulting from
potential regulatory compliance.
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Projects conducted by Corporacion
Financiera Alba over the past few years
in response tfo these regulations include
the creation and commissioning of the
Internal Audit Service, the creation of the
Risk Management Unit and the Crime
Prevention Model.

It is also important to note that in 2016,
a legal Compliance Unit was set up

to coordinate, standardise and monitor
the activities and efforts that the entity

is doing in this regard. And in March
2018, the Corporacion Financiera Alba's
Board of Directors approved the Charter
of the legal Compliance Function and
entrusted the Secretary of the Board of
Directors to oversee the legal Compliance
Unit with the collaboration of an external
advisor.

With regard to the financial year 2018,
a Compliance Analysis was conducted
according fo the obligations of each

of the major areas of business activity
(Human Resources Management,

legal Consultancy, Internal Audit, Risk
Management, Compliance and Crime
Prevention, Tax and Accounting, Real
Estate, Investment in Private Equity,
CNMV Requirements and LOPD [Spanish
Data Protection Law] Compliance



Systems). Of the 95 identified
requirements, /8 have been satisfactorily
met, and the remaining 17 requirements
have not been applied during the year.

5.2.a.3. Corruption Prevention

The Company complies with its
obligation, in respect of its stakeholders,
to establish necessary measures to
ensure that Corporacién Financiera Alba
complies with its monitoring duties to
prevent any kind of crimes from being
committed.

Ethical values and responsible behaviour
are present in the day-fo-day activity of
all people who are part of Corporacién
Financiera Alba. To safeguard these
values and in particular to fight corruption
in any way, the Board of Directors
approved the Criminal and Fraud
Prevention Policy in 2015.

This Policy establishes a Criminal
Prevention Model, which comprises a
number of effective measures aimed at
preventing, detecting and acting against
criminal behaviour. It applies to Board
Members, executives and employees
integrated in the companies of the group,

and allows it to control potential situations
where irregularities may arise.

This Policy is based on principles —
coordination and involvement of all
group professionals, fransparency and
communication, effective action, fraining,
efc. — ensuring proper implementation,
fracking and improvement of the Model.

Together with the Crime Prevention
Model, Corporacién Financiera Alba has
a Crime Prevention Manual, updated in
2017, aimed at the Directors, executives
and employees of the Company, the
importance of regulatory compliance,
and in particular, on the prevention of
criminal risks.

Likewise, contracts with third parties

are also subject to clauses by which

they undertake to control situations of

risk of committing crimes, infractions or
serious irregularities, as well as to reject
corruption and fraud, including, extortion,
or bribery.

Semi-annually follow-up reports are issued
on the effectiveness of the Prevention
Model, which is given to the Audit and
Compliance Committee and tfo the Board.
They report on the results of follow-up and
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compliance with the recommendations of
previous revisions, if issued.

With regard to the financial year 2018,
a positive report was issued on the
compliance of all aspects under internal
control, with only two recommendations
being made.

Two training sessions in criminal and
fraud prevention have been conducted

in 2018, aimed at the different career
categories within the Company and

its group. These sessions also gave a
special relevance to the Code of Ethics
and Conduct approved in 2018. In total,
18 people participated.
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5.2.a.4. Risk Analysis and Risk
Management Model: Key Risks and
Mitigation Measures

Corporacion Financiera Alba, as part

of the good corporate governance
competencies, has approved a Risk
Management Policy, whereby it compiles
data from systems of the prevention,
evaluation and control of risks to which the
Company is exposed.

The main activities of the Company
(investment in listed and unlisted
companies as well as in real estate for
property management] defermine the types
of risks, financial and nonfinancial, to
which it is exposed.

These risks highlight the strategies
relating to the corporate governance

of the Company and ifs reputation;

the operational strategies that relate to
external or internal economic losses,
financial strategies and those of regulatory
compliance arising from potential
violations of laws and regulations

or breach of the Code of Ethics and
Conduct and other internal regulations of
Corporacion Financiera Alba.



Risk control is secured by the Company's
Infegrated Risk Management System, which
is characterised by a continuous process of
identifying and managing potential risks,
by its organisational approach adapted to
the organisational structure and corporate
culture, and by the follow-up model that
provides the necessary information to make
the right decisions.

5.2.b. Diversity in Governing Bodies (SDGs 5 and 10)

Global
Compact
Material topics Scope Principles SDG  Contribution
N Good Direct/
Diversity Governance ° 2. 10 Indirect
Equal opportunities GovernGoCr)w(Zg 6 10 E}'é?gé
5.2.b.1. Diversity and Equal Opportunities companies must provide. Consequently,
the Board of Directors is enfrusted to
Act 11/2018 has intfroduced amendments oversee "that their procedures for selecting
to the Capital Companies Act, adapting their members favour diversity with regard
the selection of Board Members to fo matters such as age, gender, disability
Directive 2014,/95/EU, of the European or professional fraining and experience”.
Parliament, which among other matters It is also encouraged fo ensure that these
refers to information about diversity that processes do not involve discrimination
291

SUSTAINABILITY REPORT



SUSTAINABILITY
REPORT

and that they facilitate the balanced
presence of Board Members.

For the selection of candidates to the Board,
since 2015 Corporacién Financiera Alba
has followed a Selection of Candidates for
Director Policy, which is based on the prior
analysis of the Company’s needs conducted
by the Board of Direcfors and on the advice
and reporting from the Appointments and
Remuneration Committee that defines the
necessary roles and skills of candidates who
must cover each vacancy and assess the
time and dedication required to effectively
perform their dufies.

The selection of Board Members is
considered a key element in the Company’s
corporate governance strategy as, in

good measure, the sustainability and good
performance of the Company is due to the
incorporation of appropriate candidates to
properly lead the Company.

Therefore, this Policy aims to ensure that it
promotes diversity in ferms of knowledge
and experience, providing pluralistic points
of view, and that the selection process does
not lead to any gender discrimination.

No new Board Members were appointed
in 2018, and at year's end the Board was
composed of twelve members, with fifteen
being the maximum number allowed under
Articles of Association. At 31 December
2018, the Company had a Proprietary
Director, six Independent External Directors
and the remaining five were executive
members'.

Of the total number of Board Members,
25% are women. Corporacién Financiera
Alba aims to raise this percentage to 30%

by 2020. 50% of Independent Directors

are women.

(1) During 2018, one of the Executive Directors has held the representation of Banca March, S.A. at Corporacién Financiera Alba, S.A.
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5.2.c. Environmental Concerns (SDGs é, 7, 12, 13, 14 and 15)

Global

Compact
Material topics Scope Principles SDG  Contribution
Pollution Environment 7,8,09 13 Indirect
Circular Economy Environment 7, 8,9 12 Indirect
Sustainable use of resources Environment 7,8,09 6,7, 12  Direct/Indirect
Climate Change Environment 7,8, 9 13 Indirect
Biodiversity Protection Environment 7, 8,09 14,15 Indirect

Among the values presented in the
Corporacion Financiera Alba’s Code of
Fthics and Conduct, are respect for the
environment, both in terms of its direct
activity and commitment to investment in
environmentally responsible companies.

Together with this, one of the general
principles of the Corporate Social
Responsibility Policy is to “Maintain a firm
and preventive commitment to conservation
and improvement of the natural environment,
minimising any undesired effects of ifs
operation with a particular focus on climate
change and the preservation of biodiversity.

To this end, the actions of the Company will
aim to prevent pollution, achieve rational and
sustainable resource usage and proper waste
management”.

These values and guidelines were drawn up
in 2017 with the approval of the Investment
Policy in which criteria for assessing
environmentally responsible investments were
infroduced.

In fact, among the Spanish companies who
formed a part of the Dow Jones Sustainability
World Index in 2018, developed by S&P
Dow Jones Indices and RobecoSAM, there
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were two of Corporacién Financiera Alba's
investee companies, namely Indra and
Naturgy.

This way, although the environmental impact
of the Company is not significant, the
impact it has through its investee companies
is significant. So, the contribution fo the
environment is made through their various
shareholding involvement, and where
applicable, in the governing bodies of such
companies.

In this regard, the main SDGs that contribute
through their publicly traded investments

have been identified as follows: an indirect
contribution to renewable energy generation
and energy efficiency (SDG 7), sustainable
and efficient management of natural resources
and waste management through prevention,
reduction, recycling and reuse (SDG 12,
measures fo fackle climafe change and
pollution (SDG 13) as well as measures faken
to conserve and sustainably use the seas and
oceans (SDG 14 and to profect, restore and
promote terrestrial ecosystems (SDG 15).

Company SDG 6 SDG 7 SDG 12 SDG 13 SDG 14 SDG 15
Acerinox v v 4 4
BME 4
CIE Automotive v v
Ebro Foods v 4 4
Euskaltel v 4
Global Dominion 4 v 4
Indra 4 v 4 4
Naturgy v v v v v v
Parques Reunidos v v v
Viscofan v v v v v
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5.2 .¢c.1. Resource use and measures to
improve energy efficiency

In terms of any direct impact on the
environment, in addition to regulatory
compliance Corporacion Financiera Alba
takes info account other aspects such as
the savings and efficiency of the resources
used, as well as the proper management of
waste resulting from its activity.

Corporacion Financiera Alba calculates
its carbon footprint (in which it takes info
account its air fransport and electrical
consumption from ifs offices), to track

its impact and be able to take steps to
minimise if.

o Fuels:

The infernationalisation strategy launched
in 2017 and maintained in 2018

enfails a need fo fly fo other countries

fo examine possible partners and
investments. Nevertheless, good practices
are promoted to minimise the kilometres
fravelled by its employees and, whenever
circumstances permit, prioritises felephone
meetings or videoconferencing fo reduce
the emission of greenhouse gases.

The Company’s fleet of vehicles already
includes a hybrid (petrol-electric) vehicle.

The table below shows the total litres
consumed by the fleet in 2018 compared
to that in 2017, as well as the total
kilometres travelled on business trips.

The use of air and land transport led
fo the emission of a carbon footprint of

59.93 Tn CO,,. Specifically, there was a
3% increase in the TN CO, derived from
land travel while air transport emissions
increased by 37%. This is due fo the
increased activity of the Company.
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Unit 2018 2017
Business fleet consumption broken down by fuel type L 11,392 9,986
Petrol L 8,416 7,739
Diesel L 2,976 2,247
Kilometres travelled on business trips (plane and frain) Km 303,000 241,000
Total Km by plane Km 274,000 200,000
Total Km by train Km 29,000 41,000
Table 5: Fuel consumption and kilometres fravelled on company frips. 2017-2018 comparison.
+ Electrical Energy:
Energy consumption in Corporacion LED lights and efficient appliances were
Financiera Alba buildings comes mainly incorporated into Corporacién Financiera

from lighting systems, air conditioning Alba.
systems and ICT equipment.
In tofal, energy consumption from non-
A series of reforms were performed renewable sources in 2018 was as follows:
in 2018 to achieve greater energy
efficiency. In this sense, energy-efficient

Unit 2018 2017
Electrical energy consumed (non-renewable source KwH 304,175 317,503
CO, emitted Tn 85.2 88.9

Table 6: Electric energy consumption and CO,, emitted. 2017-2018 comparison.
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« Water:

In the reforms indicated above, sanitary
fittings of low water consumption were
also installed.

It is worth noting that in the offices of
Corporacion Financiera Alba, the water
used in the washrooms is reused and
consumption water is bottled in plastic,
allowing for selective collection where it
can then be recycled.

« Paper and Waste Management:

In 2018, the practice of replacing
printed papers with digital documents
and reducing the number of prints has
been maintained, which has allowed
reduced paper consumption by 5%
compared to the use in 2017 In
addition, all the paper used is cerfified
with the FSC (Forest Stewardship Council)

environmental seal.

The Company is aware of the importance
of continuing fo fake measures that
benefit the environmental impact and as
stated, has incorporated practices for the
differentiated treatment of waste occurring
in Company offices (coffee capsules,
plastics, batteries, etc.).

In 2018 144 plastic botiles, 7 Tetra
Brik cartons, 4 can of soft drinks and 60
coffee capsules were recycled daily.

Printer toner cartridges are also recycled.
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5.2.d. Social and personnel issues (SDGs 4, 8 and 10)

Global

Compact
Material topics Scope Principles SDG  Contribution
Creation and stability of employment Rte(losfti(\]/{e} 1 8 I[Ewg?rcerc/f
Work organisation and reconciliation R%'i?gﬁc | 8 Eg?gé
Talent attraction and retention: training R%'OST(\]/& | 4,8 E}g?rcetc/t
Equal opportunities R%'OST(\]/E( 6 10 I[zl(;?rcetc/t

Both directly, in the Company, and
indirectly through the investee companies,
Corporacién Financiera Alba promotes the
values and ethics required to form full and
competent teams working fo achieve the
sustainability of companies.

This commitment to its personnel is evident
in the creation of stable jobs, supporting
career development of its employees,
facilitating a healthy working environment
where diversity, equal opportunities and
workdife balance is respected.

Corporacion Financiera Alba’s commitment
to employment is directly translated into

298

CORPORACION FINANCIERA ALBA ANNUAL REPORT 2018

the number of employees they have, and
indirectly in the fofal number of jobs created,
both direct and indirect, in all of its investee
companies, as well as promoting good
practices in human resources.

It is worth noting the positioning of some

the investee companies of Corporacién
Financiera Alba, such as Naturgy or Indra,
on the Merco Talent ranking in 2018, which
assesses the ability of companies to attract
and retain talent.

Participation on the Boards of Direcfors of
the investee companies is also addressed
from the perspective of contributing to the



creation of stable employment and personal
development.

In relation to the Company’s team of human
resources, social and personnel issues are
defailed in the following sections.

5.2.d.1. Employment, equality and
organisation of work

Staff turnover (of only 7.4%) and the high
average fime of remaining at the Company
show the favourable working conditions

for employees at Corporacion Financiera
Alba.

Employees' job security is achieved by
offering decent and favourable employment
conditions, adequate professional
development, fixed hiring conditions for all of
its employees and social benefits.

Corporacion Financiera Alba and the

other two companies listed above — Alba
Patrimonio Inmobiliario, S.A.U. and Artd
Capital, SGEIC, S.A.U. = closed 2018 with
67 employees, the same as in 2017. 100%
of its employees are permanent.

Of the total workforce, 32.8% are women,
same as in 2017/

2018 2017 2016
Men 45 45 42
VWomen 22 22 19
Total 67 67 61

Table 7: Gender employee distribution. 2016-2018 comparison.
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In 2018, those leaving the Company have
been voluntary and refirement related, and
the latter have accounted for 66% of the tofal
leaving figure. All leavers have been covered,
66% of them women.

The chart below shows the distribution of
employees by age and gender.

Ne of employees

30

mm More than 50
s Befween 30 and 50
s |css than 30

25

20

15

10

Men

Figure 3: Distribution employed by age and gender as af 31 December 2018.
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Corporacion Financiera Alba applies
measures aimed at facilitating the enjoyment
of family reconciliation that promote the
need for balance between the personal and
professional life of its employees, in order

fo provide more options for the responsible
exercise of rights of parents.

5.2.d.2. Health and Safety

The Code of Ethics and Conduct captures the
Company’s commitment fo ensuring health
and safety. To comply with this, Corporacién
Financiera Alba has an occupational health
and safety policy, as well as risk preventive
measures and insurance policies for health
and accidents that cover all employees — as
part of their remuneration in kind.

Employees also have an obligation to know
and comply with all the rules that affect them.
These rules are available to all of them in the

"Office Work Health and Safety Manual”

that everyone must know and comply with.

The annual medical reviews of the workforce

are part of the occupational health and safety

policy.

Moreover, in terms of occupational safety,
every year the external company that
coordinates the prevention of occupational
risks carries out an audit of the offices and
issues a report with recommendations on
the different aspectslight, workplaces,
files, etc. — that are evaluated to propose
improvement actions.

5.2.d.3 Training: Career Development and
Talent Refention

The talent of Corporacién Financiera Alba
is managed in a personalised manner,
identifying employee training needs

from departments in which they operate,
thus achieving the career development
required fo meet the demands of a global
markefplace and characterised by new
growth models that affect the stability of
investments.

The tofal hours of training received by
employees in 2018 were 673 hours, an
increase of 17% from the 2017 training
sessions.
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5.2.e. Relating to Human Rights (SDG 16)

Global

Compact
Material topics Scope Principles SDG  Contribution
Respect and promotion of Human Rights Human Rights 1,2 16 Dhﬁﬁéc/f

Among the general principles comprising
the framework of the Company's Corporate
Social Responsibility Policy is the
commitment to Human Rights. Not only to
respect compliance but to promote them

in the sphere of influence across all group
companies, following and supporting the
United Nations Global Compact and
ensuring workers' rights and avoiding any
practice against the dignity of people. This
same outlook is confained in the Company's
Code of Ethics and Conduct.

It also respects and promotes these rights
throughout the supply chain through
contracts that it subscribes to with its
suppliers, customers and partners.

It is very noteworthy that all listed companies
in which Corporacién Financiera Alba
invests are committed to the 10 principles

of the Global Compact and as indicated in
their Codes of Ethics.

Corporacion Financiera Alba undertakes
through its active participation to implement
due diligence policies to prevent potential
risks of human rights infringement. In
addition, it establishes the procedures
necessary fo be able o secure them in all
communities where it is present, directly or
through their investee companies.
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5.2.f. Company: Commitment to Sustainable Development (SDGs 11, 16 and 17)

Global
Compact
Material topics Scope Principles SDG  Contribution

6 Direct /

Impact on territory in which it is present Social 1,2,10 11,1 ndirect

/

17 Direct /

Indirect

3 16

Relationships, dialogue with local communities Social 2

/

Depending on business models and the
countries in which they operate, companies
in which Corporacién Financiera Alba
invests contribute more directly to some

SDGs.

Company SDG 11 SDG 16 SDG 17

<

Acerinox

BME

<

CIE Automotive

Ebro Foods

Euskaltel

Global Dominion

Indra

S S

Naturgy

D IS RS R IS G IS S IS

Parques Reunidos

S S G I S

Viscofan
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5.2.f.1. Impact on communities where it is
present: Commitment to art (SDG 11) and
education (SDG 4)

In addition to strengthening contribution
in local communities through investee
companies, the organisation itself also
contributes to social, artistic and financial
education initiatives. These contributions
are made through economic donations,
provision of services fo society or acfive
volunteering.

The organisation collaborates with the
Juan March Foundation to hold exhibitions
that contribute to the cultural and artistic
education of society. These free exhibitions
benefit hundreds of thousands of people
each year. To this end, it supports the
SDG 11, which aims to redouble efforts
in profecting and safeguarding the world's
cultural heritage, among its various
objectives.

Financial Education Initiatives (SDG 4)

2018 was the second consecutive year

in which Corporacién Financiera Alba
joined Banca March for a new edition of
the Your Finances, Your Future Programme,
driven by the Spanish Banking Association
(Asociacion Espafiola de la Banca, AEB)
and the Junior Achievement Foundation. In
this program, financial education has been
imparted to young people aged between
13 and 15 years across different cities.

In 2018, Corporacién Financiera Alba
supported the initiative Vis-a-vis financial
education, an educational experience that
is promoted by BME, one of ifs investee
companies. The seminar was conducted

in the cities where the four Spanish Stock
Exchanges are located (Madrid, Barcelona,
Bilbao and Valencia) on 2 October 2018,
Financial Education Day. Throughout the
day, those interested had the opportunity
to ask questions on matters related to
investment in the Stock Exchange and other
securities markefs.
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Moreover, BME has been a contributor to
the Financial Education Plan promoted by
the CNMV and the Bank of Spain since
2008, the objective of which is to increase
the level of financial culture among the
population regardless of their economic
status and age. The Financial Education Day
is an initiative within this Plan to permanently
confribute to improving the transparency of
the system and the protfection of invesfors.

5.2.1.2. Promoting Dialogue with Local
Communities

Corporacion Financiera Alba is a member
of the Board of Directors of FEDEA
[Fundacién de Estudios de Economia
Aplicada (Foundation of Applied Economics
Studies)].

Since 2015, it has been a signatory o

the United Nations Global Compact,
committing itself fo reporting annually on the
progress made in this report, in which it must
report on compliance with the 10 principles
of the Compact.

306

CORPORACION FINANCIERA ALBA ANNUAL REPORT 2018

Employees are encouraged fo participate
in forums in the different investee Company-
related sectors.

5.2 1.3. Other social initiatives

Corporacion Financiera Alba encourages
its employees and refirees to participate
actively in different associations and NGOs
fo help the most disadvantaged, both
economically through donations, as well

as with their direct and active involvement.
In 2018, it collaborated extensively with
Caritas.

Furthermore, in December 2018,
employees of Corporacién Financiera Alba
participated in the “2018 Company Races”
that promote healthy living habits, with sport
as a key health lever, in which values of
effort and teamwork are promoted.
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6. GRI'TABLE OF CONTENTS

Organisation profile

GRI Standards Description Reference in Annual Sustainability Report

102-1 Organisation name Paragraph 2.2.

102-2 Activities, brands, products and services Paragraphs: 2.2, 3.1 and 3.2

102-3 location of headquarters C/ Castello, 77 - 52 planta 28006 MADRID

102-4 location of operations Operations are carried out domestically and
infernationally

102-5 Ownership and legal form Public Limited Company

102-6 Markets served: geographical breakdown of where services Operations are carried out domestically and

are offered

infernationally

1027 Scale of the organisation Paragraph 4.2
102-8 Information about employees Paragraph 5.2.d.
102-10

Significant changes in the organisation and ifs supply chain

Indicated in the Annual Report

102-11 Precautionary principle or approach Paragroph 4.1.
102-12 External initiatives Paragraph 5.2.f.
102-13 Membership of associations Paragraph 5.2 f.

Strategy and analysis

Reference in Annual Sustainability Report

GRI Standards Description
102-14 Statement b?/ senior decision-maker of the organisation on the
relevance of sustainability to the organisation and the strategy

for addressing this issue.

Letter from the Chairman of the Board

102-15 Impacts, risks and opportunities

Paragroph 5.2.0.4.
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Governance

GRI Standards

Description

Reference in Annual Sustainability Report

102-18 Corporate governance Paragraph 5.2.b.1.

102-19 Process of delegation of authority of the Board of Directors Paragraphs 5.2.b.1 and 4.3.

102-22 Composition of the Board of Direcfors and its committees Paragraph 5.2.b.1.

102-23 Chairperson of the Board of Directors Mr Carlos March Delgado

102-24 Appoiniment and selection of members of the Board of Directors Paragraph 5.2.b.1.

102-25 Conflicts of inferest With regard to conflicts of inferest, the members of
the Board of Directors are governed by its specific
regulations

102-26 Role of the Board of Directors in the selection of purposes, p h52a1

aragraph 5.2.a.1.
values and strafegy

102-20 ldentification and management of economic, environmental Paragraph 5.2.0.4.

and social impacts

102-30 Efficiency in risk management processes Paragraph 5.2.0.4.

102-31 Evaluation of economic, environmental and social issues Paragroph 5.2.0.4.

102-35 Remuneration policies Paragraph 5.2.0.2.

Participation of stakeholders

GRI Standards

Description

Reference in Annual Sustainability Report

102-40 List of stakeholders Paragroph 5.1.

102-41 Percentage of employees covered by collective agreements 100%

102-42 Identification and selection of stakeholders Paragraph 5.1.

102-43 Approach for the participation of the stakeholders Paragraph 5.1.

102-44 Key issues and concerns mentioned Paragraph 5.2.:a, b, ¢, d, e and .
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Material aspects and coverage

GRI Standards

Description

Reference in Annual Sustqinqbﬂity Report

102-45 Entities included in the consolidated 16,includes Group companies, associates and
financial statements subsidiaries

102-46 Definition of the contents and scope of the report Paragraphs 2.1. and 2.2.

102-47 List of material topics Paragraph 5.2.:a, b, ¢, d, e and f.

102-49 Changes in drafting of reports Paragraph 5.2.

102-50 Period covered by the report Financial Year 2018

102-51 Date of last report 2017

102-52 Report drafting cycle Calendar Year

102-53 Point of contact for questions regarding this report alba@corporacionalba.es

102-54 Declaration of drafting the report in accordance with gri Some GRI-related confent has been used in the
standards preparation of the report

102-55 Gri fable of contents Paragroph 6

102-56 External verification Not applicable

Economic performance

GRI Standards Contents Description Reference in Annual Sustainability Report
Management 103-1 Explanation of the material topic and its coverage Paragraph 4.1.
Focus 1032 Management focus Paragraph 4.1.

Ethics and integrity in business

GRI Standards Contents Description Reference in Annual Sustainability Report
Management 103-1 Explanation of the fopic and scope Paragraph 5.2. a.1.
Focus 103-2 Management focus Paragraph 5.2.a.1.

2052 Communication and fraining on anti-corruption policies

Anti-Corruption

and procedures

Paragraph 5.2.0.3.
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Good governance

GRI Standards Contents Description Reference in Annual Sustainability Report
Management 1031 Explanation of the fopic and scope Paragraph 5.2.a.
Focus 1032 Management focus Paragraph 5.2.a.
Energy
GRI Standards Contents Description Reference in Annual Sustainability Report
Management 103-1 Explanation of the fopic and scope Paragraph 5.2.c.1.
Focus 1032 Management focus Paragraph 5.2.c.1.
302-1 Energy consumption Paragraph 5.2.c.1.
302-4 Reduction of energy consumption Paragraph 5.2.c.1.
Water
GRI Standards Contents Description Reference in Annual Sustainability Report
Management 103-1 Explanation of the fopic and scope Paragraph 5.2.c.1.
Focus 103-2 Management focus Paragraph 5.2.c.1.
3033 Reused water Paragraph 5.2.c.1.
Emissions
GRI Standards Contents Description Reference in Annual Sustainability Report
Management 1031 Explanation of the fopic and scope Paragraph 5.2.c.1.
Focus 1032 Management focus Paragraph 5.2.c.1.
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Social action programmes

GRI Standards Contents Description Reference in Annual Sustainability Report
Management 1031 Explanation of the fopic and scope Paragraph 5.2. f
Focus 103-2 Management focus Paragraph 5.2. f

413 Participation in the community Paragraph 5.2. f

Quality of employment, stability and work/life balance

GRI Standards Contents Description Reference in Annual Sustainability Report
Management 103-1 Explanation of the topic and scope Paragraph 5.2.d
Focus 103-2 Management focus Paragraph 5.2.d.

401-1 New employee recruitment and sfaff rotation

Paragraph 5.2.d.1

Occupational health and safety

GRI Standards Contents Description Reference in Annual Sustainability Report
Management 103-1 Explanation of the topic and scope Paragraph 5.2.d.2.
Focus 103-2 Management focus Paragraph 5.2.d.2.
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Diversity and equal opportunities

GRI Standards Contents Description Reference in Annual Sustainability Report
/F\/\onogemenf 1031 Explanation of the fopic and scope Paragraph 5.2.: b1 and d1
ocus
1032 Management focus Paragraph 5.2.
405-1 Diversity in governing bodies

Paragraph 5.2. b.1.

Training and development

GRI Standards Contents Description Reference in Annual Sustainability Report
Management 103-1 Explanation of the topic and scope Paragraph 5.2.d3
Focus 103-2 Management focus Paragraph 5.2.d.

404-1 Average fraining hours per year per employee

Average: 10 hours/year
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REPORT ON ACTIONS OF THE AUDIT
AND COMPLANCE COMMITTEE

. INTRODUCTION

This report on the functions and activities
of the Audit and Compliance Committee
of Corporacién Financiera Alba, SA is
prepared following the recommendations
on good corporate governance of listed
companies and, in particular, those
included in the Good Governance Code
of listed Companies, approved by the
National Securities Market Commission
— Comision Nacional del Mercado de
Valores ("CNMV") = on 18 February
2015, in line with what was already
provided for in the Unified Good
Governance Code of listed Companies,
approved by the CNMV on 22 May
20006, as well as the CNMV Technical
Guide 3/2017, on Audit Committees of

Public Interest Entities.

The Audit Committee was created by

the Board of Directors on 29 March
2000, following the recommendations
of the socalled "Olivencia Code” (Good

Governance Code).

Subsequently, Law 44 /2002, of 22
November, on Reform Measures of

the Financial System (“Financial Law”),
established the mandatory existence of this
Committee in listed companies and certain
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requirements related to its composition,
powers and standards of operation.

In compliance with the provisions of said
Llaw, Corporacién Financiera Alba, SA
modified its Bylaws and its Regulations of
Board of Directors, sefting the Committee's
powers and the rules of its operation.

As a result of the approval of Law
12/2010, of 30 June, which amended
the Audit Law, the Spanish Securities
Market Act, extending the powers of the
Audit Committees, the Regulations of

the Board of Directors were amended

to adapt them to the legal provisions

in relation to the Audit Committee, but,

in addition, this modification was used

fo infroduce info the Regulations of the
Board of Directors the recommendations
derived from the document of the National
Securities Market Commission regarding
“Internal control over financial information
in listed companies” (June 2010).

law 31/2014, of 3 December, which
amended the Capital Companies Act

to improve Corporate Governance,
introduced into the Capital Companies Act
— ley de Sociedades de Capital ("LSC”)

— Article 529 quaterdecies, relating to

the Audit Committee, including provisions



relating fo its composition, organisation
and functions, which were incorporated
into the Regulations of the Board of
Directors by means of the amendment

agreed on 5 May 2015.
Meanwhile, law 22/2015, of 20 July,

on Account Auditing, modified, in its Final
Provision 4, Article 529 quaterdecies of
the LSC, relating, as has been indicated,
to Audit Committee, in aspects that mainly
affect the composition of this Committee
and its functions, and therefore, once it
came info effect, the Regulations of the
Board of Directors were amended once
again, by resolution of 3 May 2016,

to reflect these changes and, likewise,

the name was changed to the Audit and
Compliance Committee (the Board's
resolution was reported to the General
Shareholders” Meeting held on 8 June
2016, and it was registered in the
Mercantile Registry on 15 July 2016).

Finally, following Recommendation number
19 of the Technical Guide of the CNMV
3/2017, on Audit Committees of Public
Interest Entities, in 201/ the Board of
Directors approved the Regulations of the
Audit and Compliance Committee.

I FUNCTIONS OF THE AUDIT
AND COMPLANCE COMMITTEE

In Article 3 of the Regulations of the Audit
and Compliance Committee of Corporacion
Financiera Alba, SA, as well as in the
Regulations of the Board, in ifs Article 22,
following the provisions of the Article 529
quaterdecies of the LSC, the following
functions are entrusted to the Audit and
Compliance Committee, without prejudice
fo those others that may be assigned by the
Board of Directors:

a) Inform the General Shareholders’ Meeting
about the issues that arise in relation to
those matters under the authority of the
Committee and, in particular, about the
outcome of the audit, explaining how the
audit has contributed to the integrity of
the financial information and the role the
Committee has played in this process.

b) Supervise the effectiveness of the
company’s internal control, internal
audit and risk management systems, as
well as discussing with the auditor any
significant weaknesses in the internal
confrol system detected in the course of
the audit, all without impinging upon
their independence. For this purpose,
and where appropriate, they may submit
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recommendations or proposals fo the
Board of Directors and inform the same of
corresponding deadline for their follow-up.

c) Supervise the process of preparing
and presenting the mandatory financial
information, and submit recommendations
or proposals o the Board of Directors,
aimed at safeguarding its infegrity.

d) Submit to the Board of Directors proposals
for the selection, appointment, re-
appointment and replacement of the
accounts auditor, taking responsibility for
the hiring process, in accordance with
the provisions of Article 16 Sections 2,

3 and 5, and Atticle 17.5 of Regulation
(EU) No. 537/2014 of 16 April, and the

terms and conditions of their recruitment

and to obtain regular information from them

on the audit plan and its implementation,
while preserving their independence in the
performance of their duties.

e) Establish the appropriate relations with
the external auditor fo receive information
on those issues that may pose a threat to
their independence, for examination by
the Committee, and any others relafed
to the process of carrying out the audit
of accounts, and, where appropriate,
the authorisation of services other than
those prohibited, under the terms set out
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in Articles 5, Section 4, and 6.2.b) of
Regulation (EU) No. 537/2014, of 16
April, and as foreseen in Section 3 of
Chapter IV of Title | of Law 22/2015,

of 20 July, on the Auditing of Accounts,
on the independence regime, as well as
those other communications provided for
in the account auditing legislation and

in the auditing standards. In any case,
they must receive the declaration of their
independence in relation to the entity or
entities directly or indirectly related fo it on
an annual basis from the external auditors,
as well as defailed and individualised
information on the additional services of
any kind provided and the corresponding
fees received from these entities by the
external auditor or by the persons or entfities
related to him/her in accordance with the
provisions of the regulations governing the
account auditing activity.

To issue, prior fo the issuance of the

audit report, an annual report in which it
expresses an opinion on the independence
of the accounts auditor or audit firm.

This report must, in any case, confain

an assessment of the provision of each
and every one of the additional services
referred fo in the previous paragraph,
individually and as a whole, other than
those under a statutory audit and in relafion
to the sysfem of independence or the



regulations governing the auditing of
accounts.

g) To report, in advance, to the Board of
Directors on all the matters provided for
in the Law, its Bylaws and its Regulations
of the Board of Directors and, in
particular, on:

1.2 The financial information that the
Company must publish periodically,

2.2 The creation or acquisition of
shares in special purpose vehicles
or entities domiciled in countries
or territories considered to be tax
havens: and

o

3.2 Transactions with related parties.

h) Supervise compliance with corporate
governance rules, infernal codes
of conduct and corporate social
responsibility policy.

Il. COMMITTEE MEMBERSHIP

The Audit and Compliance Committee

is an infernal body of the Board and,
therefore, is composed of Directors of the
Company. The members are appointed by
the Board of Directors and, in accordance
with the provisions of the LSC, following the
amendment made by law 22/2015, of

20 July, all the members of this Committee
must be external or non-executive directors,
the majority of whom must be independent
direcfors and af least one of whom must

be appointed on the basis of his or her
knowledge of accounting and/or auditing
matters. As a whole, the members of the
Commission must have the relevant technical
knowledge in relation to the sector of activity
to which the Company belongs.

The Chairman of the Committee must be an
independent Director and, in accordance
with the provisions of the law and the
Company Bylaws, the Chairman must be
replaced every four years and may be
re-elected after a period of one year has
elapsed since his removal.

The composition of the Audit and
Compliance Committee of Corporacion
Financiera Alba complies with the new legal
requirements, since it is made up of three
Directors, and all of them are independent.
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The composition of this Committee as of 31
December 2018 was as follows: Mr Carlos
Gonzélez Fernandez as Chairman, and Ms
Claudia Pickholz and Ms Maria Eugenia
Giron Dévila as members. All of its members
have the status of Independent Directors,
with Mr Gonzdlez having been appointed
in 2015, Ms Pickholz in 2016 and Ms
Girén in 2018.

In accordance with the recommendations
of the Unified Good Governance Code of
lisled Companies, the information on the
profile of all the Directors of Corporacion
Financiera Alba is made available on

the company’s website. Following the
recommendations of the CNMV Technical
Guide 3/2017, it can be noted that Mr
Conzdlez has extensive experience in the
world of auditing, having worked in a

large number of sectors and with a wide
range of companies, as well as advising on
business operations and strategic matters.
Ms Pickholz has held management positions
in large multinationals in various sectors, in
particular with responsibilities in the areas of
markefing and strategy, and that Ms Girén
has extensive experience in the business
world, strategy formulation, brand creation,
international expansion and sustainable
development.
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V. OPERATION AND ACTIVITY

The infernal functioning of the Audit and
Compliance Committee is governed by the
provisions of Arficle 47 of the Bylaws and

by the provisions of Articles 29 to 34 of the
Regulations of the Board and Articles 12 to
18 of the Regulations of the Audit Committee
and Compliance, which regulate everything
related to its meetings, calls, quorum,
adoption of resolutions, minutes, relations with
the Board, with the Company’s Management,
and with the auditor and the internal auditor,
and the powers to request information on

any aspect of the Company and to seek the
advice of external professionals.

During the year 2018, the Audit and
Compliance Committee held eight meetings,
in which it worked, within the functions
mentioned above, in the areas indicated
below, and for which it had the necessary
information and documentation at its
disposal:

« Review of the periodic financial information
to be submitted to the National Securities
Market Commission.

« External audit of the financial statements
and relations with the external auditors.



« Risk identification and internal control
system.

e Internal audit.
« Review of nonfinancial information.

« Compliance with the legal system and
internal regulations.

The meetings of the Audit and Compliance
Committee were attended, by invifation, by
the external and internal audifors, the Chief
Financial Officer and the Company's risk
managers, to discuss the ifems on the agenda
that were their responsibility. As for the external
audifors of the company, they have been
invited to participate in four meetings. As for
the infernal auditors, in 2018 they were invited
fo participate in two sessions of the Audit and
Compliance Committee.

In connection with the management of risks
that may affect the Company, the Audit and
Compliance Committee regularly includes a
point in the agenda of its meefings dedicated
to this matter, either o conduct the relevant
monitoring of risks or to have the person in
charge of this area within the company present
the this to the Committee. During 2018, six of
their meetings addressed issues related fo the
management and moniforing of risks.

At the end of each year, the Audit and
Compliance Committee approves its Activities
Schedule for the next year, in relation to the
areas mentioned above and follows these up
accordingly.

a) Review of Periodic Financial Information

In relation to the periodic financial
information, the Audit and Compliance
Committee has analysed, prior fo its
presentation, the quarterly and half-

yearly financial information sent fo the
National Securities Market Commission,
and are made public, as well as the
complementary information leaflets that
are published, in accordance with the
requirements established by Royal Decree
1362/2007, of 19 October (modified by
Royal Decree 875/2915, of 2 October),
and by CNMV Circular 1,/2008, of 30
January (modified by Circular 5/2015, of
28 October).

This analysis is carried out by the Company's
Chief Financial Officer, who is responsible for
the preparation of the information mentioned
above, in order to explain to the Commission
the accounting process followed to prepare
said financial information, and the decisions
and criteria adopted.
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The Commission gave its approval fo this
information, after the infroduction of certain
suggestions raised by it.

A meeting was also held to examine
the Financial Statements prior to their

preparation by the Board of Directors.

Finally, in accordance with the provisions of

recommendation 43 of the CNMV 3/201/

Technical Guide, the Committee ensures that
the financial information published on the
company's website is up to date and in line
with that prepared by the Board of Directors
and made public.

b) External Audit of the Financial
Statements and Relations with the
External Auditors

As regards the External Audit, it is worth
mentioning that the Auditors atfended
the meetings of the Committee at which
they examined the financial information
corresponding fo the close of the 2017
financial year and the Financial Statements
for said year. The External Auditors
reported at length to the Committee, as
they did at the Board meeting in which
annual accounts were drawn up, on
their auditing work performed, the most
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important issues raised and the criteria
followed. In particular, the Financial
Statements were the subject of an
unqualified report, without any significant
risks being defected in the company,

and the infernal control of the company
was considered adequate. The external
auditors were assisted in the performance
of their duties by the persons responsible
within the Company. The planning of the
audit work for 2018 was also explained.

External auditors submitted to the Audit
and Compliance Committee the limited
review of the financial statements in the
first half of 2018 and the audit planning
for the fiscal year 2018.

In addition, and in accordance with the
provisions of Article 529 quaterdecies

of the Capital Companies Act, the Audit
and Compliance Committee received
written confirmation from the auditors of
their independence from the related entity
or entities and issued a report expressing
its opinion on the independence of the
auditors.

Likewise, in accordance with the Policy
for the provision of services other than
legal auditing by the external auditor,
during 2018 the Committee approved



a service other than the legal auditing

and has accounted for two different

audit services of the ones outlined as pre-
approved in the cited Policy. None of these
services were incompatibility nor did they
pose any threat to the independence of the
auditor.

c) Risk Identification and Internal
Control System

With regard to the risk identification and
internal control system, it should be noted
that the Finance Department is in charge,
within the Company, of the internal
confrol of the same, which has a series of
operating rules that establish the internal
control criteria.

The Audit and Compliance Committee
has powers in this area and evaluates
whether the Company has the adequate
organisation, personnel and processes to
identify and control its main operational,
financial and legal risks, and is authorised
fo investigate any aspect of the risk
identification system and internal control
that it considers appropriate.

In this regard, in the Additional Report
that the auditor submitted to the Audit

and Compliance Committee for the

year 2017, it was stated that while
undergoing the risk assessments due
consideration was given to the internal
control with regard to the company’s
preparation of their annual accounts and
the accounting system, in order to design
adequate auditing procedures and not to
express an opinion on the effectiveness
of the internal control of the company.
However, it was noted that there were
no internal control deficiencies assessed
as significant or which needed to be
reported to the company.

Likewise, in 2015, following the
recommendations of the Code of Good
Governance of listed Companies, the
Board of Directors, af the proposal of the
Audit Committee, resolved to establish a
Risk Control and Management Unit as an
advisory and control body at the service
of the Audit Committee, independent of
the business, and aimed at ensuring the
establishment of adequate control and
efficient and prudent risk management.
The Risk Control and Management
Function Statute was approved by the
Board of Directors on 26 October 2015
and, in addition, a Risk Management
Methodology and Monitoring Model
have been adopted.
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In this regard, the Company has defined
an Integrated Risk Management System
focused mainly on: enabling the proactive
and efficient identification and evaluation
of risks af the Company level, as well as
their monitoring and follow-up; to infegrate,
coordinate and manage the different efforts
made by the Company in the area of

risk management; to enable responsible
acceptance of risk and sfrengthen the
responsibility of the Company’s personnel;
to ensure that the control systems are
aligned with respect fo the real risks of the
Company; and fo facilitate and speed up
the application of corrective measures.

This Integrated Risk Management System
has been implemented to mitigate the risks
to which the Group is exposed, given the
nature and degree of complexity of its
operations and the environment in which
it operates, and it consists of three key
elements:

« The continuous process of risk
management, understood as those
activities carried out by all the people
of the Company focused on identifying
potential risk events that may affect
them, managing the risks identified, and
providing reasonable assurance on the
achievement of the company’s objectives.
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In this regard, the company’s Risk Map
has also been reviewed in order to
confirm that it continues fo represent the
company's risk profile.

« An organisational approach with clearly
defined roles and responsibilities, in such
a way that, although comprehensive
risk management affects and involves
all Company personnel, the main
participants are: Risk Managers, the Risk
Control and Management Unit, the Audit
and Compliance Committee and the
Board of Directors.

« A monitoring model, which defines
and provides the necessary and timely
information so that all participants in
the risk management process can make
informed decisions regarding the same.

The Audit and Compliance Committee, as
part of this Intfegrated Risk Management
System, is responsible for supervising
the effectiveness of the company’s
internal control, internal audit and risk
management systems, assessing whether
the Group has adequate organisation,
personnel, policies and processes to
identify and control its main risks and,

in particular, operational, financial, non-
financial and legal risks.



In relation to risk management processes,

in addition fo the Risk Control and
Management Unit mentioned above,
Corporacion Financiera Alba has
compliance processes, which are mentioned
below, as well as the Internal Audit Service,
fo which reference has already been made.

In 2018, two Business Risk Monitoring
Reports were prepared and presented
(corresponding to the second half of 2017
and the full year and the first half of 2018,
respectively), in accordance with the
approved Risk Management Methodology
and Monitoring Model. These Reports
examine the aggregate risk situation and the
individual analysis of the risks (the ten most
critical risks, according to the Risk Map,

last reviewed in October 2017). To assist

in their preparation, meetings are held with
those responsible for the risks, the defined
controls and indicators are checked, and the
assessment being monitored is reviewed and
analysed. The conclusion of the reports was
that the controls were effective and that the
indicators requiring some attention had led
fo appropriate explanations or clarifications
being obtained, without any special action
plans being necessary.

Finally, within this area, it is worth
mentioning that the assessment of the risks

(impact and probability) has also been
reviewed and analysed with the different
risk managers, in order o check whether it
was still valid for the year, having concluded
that the critical risk assessment adequately
reflects the current situation of Alba and that,
therefore, it is nof necessary to make any
modifications or updates fo if.

d) Internal Audit

In 2011, and following the
recommendations of the CNMV document
“Internal Control Over Financial Information
in Listed Companies” (June 2010, the Audit
Committee proposed, and the Board of
Directors agreed, to establish an Internal
Audit service as an instrument for the better
development of the functfions enfrusted to the
Board of Directors and the Audit Committee,
in relation to the control and management
of risks and the monitoring of the internal
information and control systems. The person
in charge of this service was also appointed
and it was decided that an audit firm would
support the performance of the Infernal
Audit functions. In 2017 the Audit and
Compliance Committee agreed to provide
a favourable report of the internal audit
function to the firm Ernst & Young, S.L., with
the Secrefary General assuming the task in
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coordination with the Company, under the
supervision of this Committee, which was
approved by the Board of Directors. This
confributes fo the independence of internal
audits.

In relation to the internal audit, it is worth
mentioning that it has a Statute approved
by the Board (the last one, by agreement
of 27 February 2017), which has
drawn up a Risk Map of the Company,
(at the inherent and residual level and

as regards the degree of effectiveness

of internal control] — which has already
been reviewed three times, most recently
in 2017 — and which follows the
Business Plan approved by the Audit and
Compliance Committee.

In 2018, in accordance with the Audit
and Compliance Plan that was submitted
to the Audit and Compliance Committee,
some internal procedures were audited,
no significant issues were found, and
suggestions for improvement were made
for some of them.

Likewise, in relation to the Company’s
Internal Control over Financial Reporting
(ICFR) Manual, its forecasts were

followed during 2018 and the Audit and

Compliance Committee was informed of
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this and informed of the results of
the internal audits and the follow-up

to the IFRS.

e) Review of non-financial information

The Audit and Compliance Committee
has overseen the Corporate Social
Responsibility Policy and in this areq,
pursuant to Recommendation 55 of the
Code of Good Government of the Listed
Companies, since 2016 the Company
has been reporting on corporate

social responsibility issues through the
Sustainability Annual Report, which is
reported by the Audit and Compliance
Committee prior fo its approval by the
Board of Directors and made available to
the convening of the General Shareholders’
Meeting.

By Royal Decree Act 18/2017 of
November on nonfinancial information and
diversity, applying fo the fiscal years starfed
on 1 January 2017, several precepts

of the Code of Commerce, the Capifal
Companies Act and the Audit Law were
changed, entering the obligation to include
a nondinancial information status if the
companies met a number of requirements.



As Alba was not eligible to prepare the
statement of nonfinancial information,

for the year 2017 it continued to publish
the Sustainability Annual Report, which
was reported favourably by the Audit and
Compliance Committee.

The 2017 Sustainability Annual Report, to

a large extent, although the Company is not
obligated to do so, compiles the content of

the statement of nonfinancial information
required by the regulations reviewed. Thus,
reference is made to the following: the business
model, the alignment with infernational
sustainability standards; Alba’s commitment to
its stakeholders and the channels of dialogue
with them: the commitment to shareholders and
investors; the commitment to employees, and
the commitment fo society.

The Sustainability Annual Report also
describes the Corporate Policies that apply
and management and control of nonfinancial
risks.

The Sustainability Annual Report is compiled
in accordance with the ten principles of

the UN Global Compact, to which Alba

is signafory since 2015, and is based on
one of the world's most widely used global
regulatory frameworks, as is the Global
Reporting Initiative (GRI).

f) Regulatory Compliance and Others

With regard to compliance with the legal
system and infernal regulations, a more
detailed statement is made than in the
previous points, since, in accordance with
the provisions of both the Regulations of
the Board of Directors and the Regulations
of the Audit and Compliance Committee
(Articles 26.c and 9.c, respectively), the
Audit and Compliance Committee must
prepare a report on this matter.

Internal Regulations

First of all, it should be pointed out
that the Company, in order to ensure
compliance with the applicable
regulations, has an appropriate
organisation, which includes a legal
Department, a Tax Department and a
Finance Department, each of which, in
its own area of competence, ensures
compliance with current regulations
(external and internal). Likewise, within
the scope of the Board, its Regulations
provide that the Secretary shall be
responsible for ensuring the formal

and material legality of its actions, for
the statutory regularity thereof and for
compliance with its procedures and rules
of governance.
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In this sense the Committee has been
informed of the tasks undertaken by the
Company fo adapt to the new Regulation
on dafa protection, which came into effect
on 25 May (EU Regulation 2016/679,

of the European Parliament and of the
Council of 27 April 2016 on the protection
of natural persons with regard to the
processing of personal dafa and on the

free movement of such data (GDPR),
effective as of 25 May 2018.

On the other hand, one of the functions of
this Committee is fo ensure the existence

of an effective internal system to monitor
the Company's compliance with the laws
and regulations governing its activity, and
to verify that the necessary procedures
have been established to ensure that the
management team and the employees
comply with the internal regulations. It
should also be noted that the meetings of
the Committee are attended, when required
and af the invitation of the Chairman, by
the Chief Financial Officer responsible for
the company’s infernal control, who reports
on developments relating to this matter.

In addition, as indicated above, the

Company has an Infernal Audit Service
and a Risk Control and Management Unit,
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and a Risk Management Methodology and
Monitoring Model have been adopted.

In the same sense, in 2016 the Company
formalised and implemented a function of
the Compliance Regulation, and in terms of
health and safety it has a Crime Prevention
Manual since 2015. More detailed
information is provided in later sections of
this Report.

On the other hand, during 2015 the
Company adopted or updated, following
a report from this Committee, the following
policies, which are planned for various
provisions or recommendations of good
corporate governance: Corporate
Governance Policy; Corporate Social
Responsibility Policy; Communication
Policy; Dividend Policy; Treasury Policy
(also modified, following a report from

this Committee, on 14 November 2016):
Investment Policy [modified on 23 October
2017); Tax Policy; Board of Direcfors
Remuneration Policy (modified on 18 June
2018); Selection of Candidates for Director
Policy; Risk Management Policy; and
Criminal and Fraud Prevention Policy.

In 2017, the Audit and Compliance

Committee approved a Policy for the



Provision by the External Auditor of Services
other than Statutory Audit, in accordance
with the provisions of article 529m. 4.

e of the law on Capital Companies, as
amended, which entered into force on 17

June 2016.

As regards the existence of infernal
procedures, as mentioned above, the
Company has a series of operating rules
that establish the internal control criteria,

as well as the Manuals of the Internal
Control over Financial Reporting (ICFR), Risk
Management Methodology and Monitoring
Model and Crime Prevention.

A new Code of Ethics and Conduct has
been approved in 2018 that has taken info
account, in particular, the updates in the
legal regulation of the responsibility of legal
persons. In addition, given the importance
of internal reporting channels, an annex to
the Code of Ethics and Conduct approved
in 2018 is now included, which outlines

a more detailed procedure for handling
reports that allows you to communicate,

in a confidential manner, any acts or
conduct committed that may be contrary

to applicable regulations or the Code of
Ethics and Conduct within the company,

in the performance of third parties that

are in contract with the company or to its
detriment. During 2018 there were no
reports submitted.

In addition, since 2016, the company has
a new Internal Rules of Conduct related to
the Securities Market, adapted to market
abuse regulations.

Regulatory Compliance

In addition fo the infernal regulations
mentioned in the previous paragraphs,
Corporacion Financiera Alba, as a
complement to other actions that have been
carried out in recent years to adapt fo new
requirements and best practices in corporate
governance matters (such as, for example,
the Internal Audit Service, the Financial
Information Control System, the creation

of the Risk Control and Management Unit,
or the development of a crime prevention
model and manual), in 2016, carried out
the formalisation and implementation of a
Regulatory Compliance function within the
General Secretariat in order fo coordinate,
systematise and monitor the different actions
and efforts it had been making in this area,
with the collaboration of Emst & Young.
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The purpose of this function is fo provide
reasonable assurance that Alba complies
with its key legal and regulatory
requirements, to which end: (i) the main
legislative and regulatory obligations that
the Company must comply with have been
identified; (i) a compliance model has been
designed; and (i) a monitoring and follow-
up model for compliance activities has been
esfablished, with early warnings and semi-
annual reviews, with the aim of avoiding
potential noncompliance.

In the monitoring reports, the identified
requirements are verified, with details of
which have been met, those that have not
been applied, and, where appropriate, the
opportunities for improvement.

During 2018, the Regulatory Compliance
Monitoring Reports for the second half of
2017 and the full year were prepared, as
well as for the first half of 2018. In the last
of these periods it has been verified that, in
relation fo the 95 requirements identified, 78
of them have been met and the remaining 17
have not been applied (during the semester),
without any proposal for improvement having
been made. These monitoring reports are
subject to presentation and examination in
the Audit and Compliance Committee.
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In 2018, in a further sfep of action and
compliance culture in the Company’s
activity, with the favourable report of

the Audit and Compliance Committee,

the Company's Board of Direcfors has
approved the Regulatory Compliance
Function Charter, and has mandated the
Secretary of the Board of Direcfors, the
Management of the Regulatory Compliance
Unit, reporting to the Audit and Compliance
Committee and with the external
collaboration of Emst & Young, S.L.

Crime Prevention

As a result of the regulations on the criminal
liability of legal persons, especially
following the reform of the Criminal Code
by Organic law 1/2015, a new Manual
on Crime Prevention was approved (26
October 2015) and, during 2015 and
2016, various initiatives were launched,
particularly regarding the application of the
new corporate regulations and the means
of monitoring, defection and response. In
this respect, monitoring reporfs have been
drawn up analysing various risks and their
controls in accordance with the strategic
plan and the annual plan, and general
compliance with them has been observed
and only a few recommendations have
been made.



In 2018, the effectiveness of the Crime
Prevention Model was monitored accordingly,
with two reports being submitted, one for the
full year 2017 and another in the first half

of 2018, resulting in an overall situation of
compliance regarding the risks analysed, with
some recommendations being put forward.
The Audit and Compliance Committee has
considered the monitoring to be satisfactory.

Transactions with related parties

In addition, within this area of regulatory
compliance, reference should also be

made to the examination of transactions

with Directors, significant shareholders or
their representatives, or persons linked to
them, or with investees (“transactions with
related parties”), which have been reported
favourably, as they meet the conditions for
doing so. In addition, in accordance with the
provisions of the Good Governance Code of
Listed Companies (recommendation 6), the
Audit and Compliance Committee approved
a report on the aforementioned fransactions
with related parties and published it on the
company’s website.

Other

The Audit and Compliance Committee

also examined the draft Annual Corporate
CGovernance Report, which was
subsequently approved by the Board

of Directors, and the monitoring reports
prepared by the control bodies of the
Internal Rules of Conduct, the Code of Ethics
and Conduct and the Crime Prevention
Manual on the actions taken to comply with
them.

A specific reference should be made to
monitoring the tax risk, which has resulted in
the Company’s tax status being examined by
the Audit and Compliance Committee.

With respect to the communications with

the National Securities Market Commission
(CNMV), which include the communications
of financial information, relevant events

and other requests for information, all the
necessary communications were made
during the year. In 2018, an infernal audit
of the relations process with the CNMV was
carried out, without any issues having been
identified in this process.
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It also reported, on three occasions, in
relation to the creation or acquisition of
shares in special purpose entities, as a
consequence of investments that were
expected to be made.

Finally, the Audit and Compliance
Committee has monitored the operation

of the company’s website, which was
modified as a result of the approval of
CNMV Circular 3/2015, of 23 June, and
which is fully adapted fo the provisions in
force.

Assessment of the External Audit,
the Internal Audit and the Audit and
Compliance Committee

Following the Recommendation 71 of
the CNIMV Technical Guide 3/2017,
the Audit and Compliance Committee
evaluated the external auditor, reviewing
its submissions to the Committee and the
various reports issued, with consideration
given fo the fact that during 2017 the
external auditor successfully completed ifs
role in compliance with the Plan established
for the year, without any incidents

and contributing fo the integrity of the
Company's financial information.
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In connection with the internal audit,

and following Recommendation 58 of

the CNMV Technical Guide 3/2017,

the Committee has assessed this area of
the company, and in view of the work
submitted and the Annual Report of the
Internal Audit Service, it has considered
that during 2017 the Internal Audit Service
successfully completed ifs function, meeting
the objectives of the Plan established for the
year and no incidents occurred. In addition,
the Infernal Audit Officer has been deemed
to have properly performed his role.

Following Recommendation 76 of the
CNMV Technical Guide 3/2017, as part
of the Board’s annual assessment (compiled
in the Board's Evaluation Questionnaire

and its Evaluation Report], the Audit

and Compliance Committee evaluated

its performance in 2017. The Board's
Evaluation Questionnaire contained the
opinion of all Directors on the performance
of this Committee, informing the Board of the
assessed aspects and the outcome thereof.
The assessment of the Audit and Compliance
Committee has not resulted in any changes
fo the internal organisation and procedures
of company.



V. CONCLUSIONS

In view of the foregoing, the Audit and
Compliance Committee considers that the
Company has an adequate organisation
and a sufficient regulatory framework to
ensure satisfactory compliance with the
regulations, and that effective compliance
by the Company with the external

and internal regulations applicable

to it, as well as the provisions and
recommendations on good corporate
governance, is satisfactory.

In addition, it considers the Company to
have adequate mechanisms for the Audit
and Compliance Committee to properly
exercise the functions it has legally
assigned and in the internal regulations of
the company, in connection with periodic
reporting of financial information, the
external audit, internal audit, nonfinancial
information and the internal confrol

and risk identification systems, and that
compliance on behalf of the Company in
relation fo these matters is safisfactory.
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ANNUAL REPORT
ON DIRECTORS’
REMUNERATION

TO GO TO THE ANNUAL REPORT ON DIRECTORS'
REMUNERATION PLEASE CLICK ON THIS LINK
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PROPOSED
RESOLUTIONS

The Board of Directors of Corporacion
Financiera Alba, S.A. submits o the
Annual General Shareholders’ Meeting
the following proposal of resolutions for its
consideration:

1.

Examination and approval, if
applicable, of the annual accounts,
both individual and consolidated, for
the financial year ending 31 December

2018.

Approval of the management by the
Board of Directors during the same
financial year.

Approval of the distribution of profit
and payment of dividends proposal.

Empowerment to the Board of Directors
fo increase capital against reserves
retained earnings) by issuing new
ordinary shares of the same class and
series as those currently outstanding, to
instrument a “flexible dividend”.

Definition of the number of Directors at
thirleen. Approval of the appointment
of Ms. Maria Luisa Guibert Ucin and
Ms. Ana Maria Plaza Arregui as
Independent Directors. Approval of the
re-election of Mr. Ramén Carné Casas,
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as Executive Director, Mr. Juan March
Juan, as Proprietary Director and Mr.
Antén Pradera Jduregui, as Independent
Director.

Approval, in an advisory capacity, the
Remuneration Report of the Board of
Directors for the year 2018.

Approval of the proposed Directors’
Remuneration Policy and the maximum
amount of the annual remuneration of
the company’s direcfors (just in that

capacity) in €2,500,000.

Approval, pursuant to Arficle 219 of the
Spanish Corporate Enterprises Act and
Article 39 of the Bylaws, of a variable
remuneration tied to the value of the
Company’s shares for the executive
directors and personnel determined by
the Board of Directors, in order to bind
them directly to the shareholder value
creation process.

Authorisation for the acquisition of
freasury stock, within the maximum
limits permitted at a given time and
in compliance with the requirements
established in the Spanish Corporate
Enterprises Act, and the use of the
shares acquired by virtue of this



authorisation and prior authorisations,
for the allotment of remuneration plan

of executive directors, executives and
employees consisting of the delivery of
shares or options thereon, and authorise
the Board of Directors to reduce the
share capital, where applicable.

. Empowerment to the Board of Direcfors

fo increase capital pursuant Article
297.1.b) of the Spanish Corporate
Enterprises Act, even excluding the
pre-emption rights according to Articles
308 and 506 of the Spanish Corporate
Enterprises Act, up fo a maximum of
50% of the corporate capifal.

. Delegation of entitlement to issue fixed-

income securities, including those that
may be converted and/on swapped for
shares, even excluding the pre-emption
rights, pursuant fo the provisions of
Article 511 of the Spanish Corporate
Enterprises Act.

. Authorisation to the Board of Directors

to execute the resolutions adopted at the
Annual General Meeting.

. Approval the minutes of the Annual

Ceneral Meeting.
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