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To the Shareholders of Aena S.M.E., S.A.;

REPORT ON THE CONSOLIDATED ANNUAL ACCOUNTS

Opinion

We have audited the consolidated annual accounts of Aena S.M.E., S.A. (the “Parent”) and
subsidiaries (together the “Group”), which comprise the consolidated statement of financial position
at 31 December 2017, and the consolidated income statement, consolidated statement of
comprehensive income, consolidated statement of changes in equity and consolidated statement of
cash flows for the year then ended, and consolidated notes.

In our opinion, the accompanying consolidated annual accounts give a true and fair view, in all material
respects, of the consolidated equity and consolidated financial position of the Group at 31 December
2017 and of its consolidated financial performance and consolidated cash flows for the year then
ended in accordance with International Financial Reporting Standards as adopted by the European
Union (IFRS-EU) and other provisions of the financial reporting framework applicable in Spain.

Basis for Opinion

We conducted our audit in accordance with prevailing legislation regulating the audit of accounts in
Spain. Our responsibilities under those standards are further described in the Auditor's Responsibilities
for the Audit of the Consolidated Annual Accounts section of our report.

We are independent of the Group in accordance with the ethical requirements, including those
regarding independence, that are relevant to our audit of the consolidated annual accounts in Spain
pursuant to the legislation regulating the audit of accounts. We have not provided any non-audit
services, nor have any situations or circumstances arisen which, under the aforementioned
regulations, have affected the required independence such that this has been compromised.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

KPMG Auditores S.L., a lmited liability Spanish company and a

member firm of the KPMG network of independent member firms Reg. Mer Madnd, T. 11.961, F.90,
affiliated with KPMG International Cooperative  (“KPMG Sec. 8, H. M -188.007, Inscrip. 9
International”), a Swiss entity. KPMG Confidential. N.I.F. B-78510153



Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance
in the audit of the consolidated annual accounts of the current period. These matters were

addressed in the context of our audit of the consolidated annual accounts as a whole, and in forming

our opinion thereon, and we do not provide a separate opinion on these matters.

Approval of the Airport Regulation Document (DORA)

See notes 2.3), 2.8), 2.21), 3.1), 4 g), 5,6, 7 and 23 a) to the consolidated

annual accounts

Key Audit Matter

| How the Matter was Addressed in Our Audit

The new regulatory framework enshrined in the
| Airport Regulation Document (DORA) approved on 27
January 2017 sets out Aena S.M.E., S.A.'s obligations
and rights for the 2017-2021 period.

This new regulatory framework has significant impact
on several areas of the consolidated annual accounts
of the Aena Group, foremost among which:

- The accounting recognition and breakdown of
revenue for services regulated by the DORA that
are rendered by the Parent.

- The calculation and accounting recognition of

Parent applies to the airlines.

- Commercial incentives, the establishment of
which is provided for in the DORA and which are
set and approved by the Parent.

- Estimating the recoverable amount of property,
plant and equipment and intangible assets
included in the cash-generating unit {CGU) called
“Network of Airports”.

- The disclosures required for segment reporting
under the terms of the applicable financial
reporting framework, as the DORA regulates the
criteria for allocating the costs of services
rendered by Aena.

Given the complexity involved, the high level of
judgement needed to analyse the impact of these
regulations and the significance of the carrying
amounts of the affected items in the consolidated
annual accounts, we have considered this to be a key
audit matter.

discounts provided for in the DORA which the |

Our audit procedures included, among others:

- evaluating the design, implementation and
effective operation of the key processes and
controls associated with revenue recognition,
with the estimation of any impairment of property,
plant and equipment and intangible assets
included in the CGU called “Network of airports”,
and with the provisions for discounts and
incentives.

- evaluating the criteria, standards and accounting
policies used by the Group's Directors for the

recognition of these revenues, assets and
provisions.
- performing  substantive tests on  the

aforementioned revenues, assets and provisions
related to services provided by Aena and
regulated by the DORA such as recalculating
revenue based on key information related to the
services rendered and the tariffs for 2017,
evaluating the indications of impairment and the
reasonableness of the methodology and main
assumptions used to estimate the recoverable
amount of the CGU called "Network of Airports",
and validating the criteria and assumptions used
to calculate the provisions for discounts and
incentives and to allocate costs to the segments.

We also assessed whether the disclosures in the
consolidated annual accounts meet the requirements
| of the financial reporting framework applicable to the
| Group.




Other Information: Consolidated Directors' Report

Other information solely comprises the 2017 consolidated directors' report, the preparation of which
is the responsibility of the Parent's Directors and which does not form an integral part of the
consolidated annual accounts.

Our audit opinion on the consolidated annual accounts does not encompass the consolidated directors'
report. Our responsibility as regards the content of the consolidated directors'' report is defined in the
legislation regulating the audit of accounts, which establishes two different levels:

a) Aspecific level applicable to the consolidated statement of non-financial information and to certain
information included in the Annual Corporate Governance Report, as defined in article 35.2. b} of
Audit Law 22/2015, which consists solely of verifying that this information has been provided in
the consolidated directors' report, or where applicable, in a separate report on non-financial
information, as provided for in legislation, to which reference is made in the directors' report, and
if not, to report on this matter.

b) A general level applicable to the rest of the information included in the consolidated directors'
report, which consists of assessing and reporting on the consistency of this information with the
consolidated annual accounts, based on knowledge of the Group obtained during the audit of the
aforementioned accounts and without including any information other than that obtained as
evidence during the audit. Aiso, assessing and reporting on whether the content and presentation
of this part of the consolidated directors' report are in accordance with applicable legislation. If,
based on the work we have performed, we conclude that there are material misstatements, we
are required to report them.

Based on the work carried out, as described above, we have verified that the information mentioned
in paragraph a) above has been provided in the consolidated directors' report and the rest of the
information contained in the consolidated directors' report is consistent with that disclosed in the
consolidated annual accounts for 2017, and that the content and presentation of the report are in
accordance with applicable legislation.

Directors’ and Audit Committee's Responsibility for the Consolidated Annual
Accounts

The Parent's Directors are responsible for the preparation of the accompanying consolidated annual
accounts in such a way that they give a true and fair view of the consolidated equity, consolidated
financial position and consolidated financial performance of the Group in accordance with IFRS-EU and
other provisions of the financial reporting framework applicable to the Group in Spain, and for such
internal control as they determine is necessary to enable the preparation of consolidated annual
accounts that are free from material misstatement, whether due to fraud or error.



In preparing the consolidated annual accounts, the Parent's Directors are responsible for assessing
the Group's ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the Directors either intend to liquidate
the Group or to cease operations, or have no realistic alternative but to do so.

The Parent's audit committee is responsible for overseeing the preparation and presentation of the
consolidated annual accounts.

Auditor's Responsibilities for the Audit of the Consolidated Annual Accounts

Our objectives are to obtain reasonable assurance about whether the consolidated annual accounts
as a whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor's report that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with prevailing legislation regulating the audit of accounts in Spain will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence economic
decisions of users taken on the basis of these consolidated annual accounts.

As part of an audit in accordance with prevailing legislation regulating the audit of accounts in Spain,
we exercise professional judgement and maintain professional scepticism throughout the audit. We
also:

- Identify and assess the risks of material misstatement of the consolidated annual accounts,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk
of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

- Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group's internal control.

- Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Parent's Directors.

- Conclude on the appropriateness of the Parent's Directors' use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists related
to events or conditions that may cast significant doubt on the Group's ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor's report to the related disclosures in the consolidated annual accounts or, if such disclosures
are inadequate, to modify our opinion. OQur conclusions are based on the audit evidence obtained
up to the date of our auditor's report. However, future events or conditions may cause the Group
to cease to continue as a going concern.

- Evaluate the overall presentation, structure and content of the consolidated annual accounts,
including the disclosures, and whether the consolidated annual accounts represent the underlying
transactions and events in a manner that achieves a true and fair view.



— Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated annual accounts.
We are responsible for the direction, supervision and performance of the Group audit. We remain
solely responsible for our audit opinion.

We communicate with the audit committee of the Parent regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide the Parent’s audit committee with a statement that we have complied with the
applicable ethical requirements, including those regarding independence, and to communicate with
them all matters that may reasonably be thought to bear on our independence, and where applicable,
related safeguards.

From the matters communicated to the audit committee of the Parent, we determine those that were
of most significance in the audit of the consolidated annual accounts of the current pericd and which
are therefore the key audit matters.

We describe these matters in our auditor’s report unless law or regulation precludes public disclosure
about the matter.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

Additional Report to the Audit Committee of the Parent

The opinion expressed in this report is consistent with our additional report to the Parent's audit
committee dated 27 February 2018.

Contract Period

We were appointed as auditor of the Group by the shareholders at the ordinary general meeting on
28 June 2016 for a period of three years, from the year ended 31 December 2017.

KPMG Auditores, S.L.

On the Spanish Official Register of
Auditors (“ROAC") with number
S0702

(Signed on the original in Spanish)

Manuel Martin Barbon
On the Spanish Official Register of Auditors (“ROAC") with number 16239

27 February 2018



AENA S.M.E., S.A. AND SUBSIDIARIES

Consolidated Financial Statements and Consolidated Management Report for the year ended on 31
December 2017.
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Aena S.M.E, S.A. and Subsidiaries — Consolidated financial statements 2017
(Amounts in thousands of euros unless otherwise stated)

Consolidated statement of financial position at 31 December 2017 and 2016

Note 2017 2016
ASSETS
Non-current assets
Property, plant and equipment 6 13,205,946 13,563,922
Intangible assets 7 491,173 525,647
Investment properties 8 135,108 135,690
Equity-accounted investees 9 63,955 71,741
Other receivables 13 2,831 2,599
Deferred tax assets 21 122,369 143,971
Available-for-sale financial assets 11 347 354
Other financial assets 10 71,506 58,697
Derivative financial instruments 12 360 -
14,093,595 14,502,621
Current assets
Inventories 14 7,051 8,958
Trade and other receivables 13 351,809 437,579
Cash and cash equivalents 15 854,977 564,616
1,213,837 1,011,153
Total assets 15,307,432 15,513,774
EQUITY AND LIABILITIES
Equity
Share capital 16 1,500,000 1,500,000
Share premium 16 1,100,868 1,100,868
Retained earnings 17 3,180,024 2,521,852
Accumulated translation differences 18 (22,523) (16,261)
Other reserves 18 (75,931) (113,110)
Non-controlling interests 18 5,426 32,400
5,687,864 5,025,749
Liabilities
Non-current liabilities
Borrowings 20 7,276,016 7,912,184
Derivative financial instruments 12 45,645 96,895
Deferred tax liabilities 21 80,153 89,990
Provisions for employee benefit obligations 22 59,126 53,065
Provision for other liabilities and charges 23 70,901 133,639
Grants 24 511,927 544,382
Other non-current liabilities 25 91,409 132,001
8,135,177 8,962,156
Current liabilities
Trade and other payables 19 588,419 439,045
Borrowings 20 734,943 880,439
Derivative financial instruments 12 37,010 39,651
Grants 24 40,152 38,266
Provision for other liabilities and charges 23 83,867 128,468
1,484,391 1,525,869
Total liabilities 9,619,568 10,488,025
Total equity and liabilities 15,307,432 15,513,774

Notes 1 to 37 form an integral part of these consolidated financial statements.



Aena S.M.E, S.A. and Subsidiaries — Consolidated financial statements 2017

(Amounts in thousands of euros unless otherwise stated)

Consolidated income statement for the years ended on 31 December 2017 and
2016

31 December

Note 2017 2016 (*)
Continuing operations
Ordinary income 5 3,960,582 3,709,581
Other operating income 29 10,852 7,761
Work carried out by the Company for its assets 4,751 4,615
Subcontracted work and other supplies 30.a (174,176) (180,366)
Employee benefit expenses 28 (417,155) (390,724)
Other operating expenses 30.b (910,912) (901,775)
Depreciation and amortization 6,7,8 (800,035) (825,805)
Capital grants taken to income 24 42,504 41,590
Provisions surpluses 8,905 8,940
Impairment and gains or losses on disposal of fixed assets 6,7,8 (10,915) (6,402)
Other net gains / (losses) 27 2,969 399
Operating profit 1,717,370 1,467,814
Financial income 31 6,891 208,484
Financial expenses 31 (142,134) (162,024)
Other net financial income / (expenses) 31 (4,347) (14,276)
Net financial income/(expenses) 31 (139,590) 32,184
Share of profit of equity-accounted investees 9 18,927 16,121
Profit for the period before tax 1,596,707 1,516,119
Income tax expense 32 (374,738) (351,733)
Consolidated profit (/loss) for the period 1,221,969 1,164,386
Profit / (loss) for the period attributable to non-controlling interest (10,036) 237
Profit/ (loss) for the period attributable to the equity holders of the Parent 33 1,232,005 1,164,149
Company
Earnings per share (Euro per share)
Basic earnings per share 33 8.21 7.76
Diluted earnings per share 33 8.21 7.76

(*) Restated figures (see Note 2.3)

Notes 1 to 37 form an integral part of these consolidated financial statements.



Aena S.M.E, S.A. and Subsidiaries — Consolidated financial statements 2017

(Amounts in thousands of euros unless otherwise stated)

Consolidated comprehensive income statement for the years ended on 31 December 2017 and 31

December 2016

Note 2017 2016
Profit/(loss) for the period 1,221,969 1,164,386
Other comprehensive income - Items that are not reclassified to income for the period (824) (23,125)
- Revaluation/(reversal of revaluation) of property, plant and equipment and intangible assets - -
- Actuarial gains and losses and other adjustments 32 (986) (27,629)
- Share in other comprehensive income recognised for investments in associates and joint arrangements 9 (7) 30
- Other income and expenses that are not reclassified to income for the period - -
- Tax effect 32 169 4,474
Other comprehensive income - Items that may be subsequently reclassified to income for the period 32,434 (66,712)
1. Available-for-sale financial assets - -
- Profits/(Losses) on measurement - -
- Amounts transferred to the income statement - -
- Other reclassifications - -
2. Cash flow hedges 32 52,581 (62,668)
- Profits/(Losses) on measurement 12,051 (107,140)
- Amounts transferred to the income statement 40,530 44,472
- Amounts transferred to the initial value of the hedged items - -
- Other reclassifications - -
3. Foreign exchange translation differences (7,415) (19,164)
- Profits/(Losses) on measurement (7,415) (19,164)
- Amounts transferred to the income statement - -
- Other reclassifications - -
4. Share in other comprehensive income recognised for investments in associates and joint arrangements - -
- Profits/(Losses) on measurement - -
- Amounts transferred to the income statement - -
- Other reclassifications - -
5. Other income and expenses that may be reclassified subsequently to income for the period - -
- Profits/(Losses) on measurement - -
- Amounts transferred to the income statement - -
- Other reclassifications - -
6. Tax effect 32 (12,732) 15,120
Total comprehensive income for the period 1,253,579 1,074,549
- Attributed to the parent company 1,262,922 1,095,198
- Attributed to non-controlling interests (9,343) (20,649)

Notes 1 to 37 form an integral part of these consolidated financial statements.



Aena S.M.E, S.A. and Subsidiaries — Consolidated financial statements 2017

(Amounts in thousands of euros unless otherwise stated)

Consolidated statement of changes in equity for the years ended on 31 December 2017 and 31 December 2016

Share in other

Accumulated comprehensive Non-
Retained Hedging Actuarial gains translation income of controlling
Share capital Share premium earnings reserves and losses differences associates Total interests Total equity
(Note 16) (Note 16) (Note 17) (Note 18.b) (Note 18.b) (Note 18.b) (Note 18.b) (Note 18.a)
Balance at 31 December 2015 1,500,000 1,100,868 1,763,434 (57,082) 514 (3,852) - 4,303,882 56,399 4,360,281
Profit (/loss) for the period - - 1,164,149 - - - - 1,164,149 237 1,164,386
Share in other comprehensive
income of associates B B B B . . 30 30 . 30
Other comprehensive profit (/l0ss) - - - (44,748) (11,824) (12,409) - (68,981) (20,886) (89,867)
for the period
Total comprehensive profit (loss) - . 1,164,149 (44,748) (11,824) (12,409) 30 (1,095,198) (20,649) (1,074,549)
for the period
Distribution of dividends - - (406,500) - - - - (406,500) (3,350) (409,850)
Other movements - - 769 - - - - 769 - 769
Total contributions by and distributions to
shareholders recognised directly in equity B B (405,731) B . . ) (405,731) (3.350) (409,081)
Balance at 31 December 2016 1,500,000 1,100,868 2,521,852 (101,830) (11,310) (16,261) 30 4,993,349 32,400 5,025,749
Profit (/loss) for the period - - 1,232,005 - - - - 1,232,005 (10,036) 1,221,969
Share in other comprehensive
income of associates - - - - - - @ ) - )
Other comprehensive profit (/10ss) - - - 37,605 (419) (6,262) - 30,924 693 31,617
for the period
Total comprehensive profit (/loss) R R
for the period 1,232,005 37,605 (419) (6,262) @) 1,262,922 (9,343) 1,253,579
Distribution of dividends - - (574,500) - - - - (574,500) (17,631) (592,131)
Other movements - - 667 - - - - 667 - 667
Total contributions by and distributions to
shareholders recognised directly in equity ° N (573,833) N . . ) (573,833) (17.631) (591,464)
Balance at 31 December 2017 1,500,000 1,100,868 3,180,024 (64,225) (11,729) (22,523) 23 5,682,438 5,426 5,687,864

Notes 1 to 37 form an integral part of these consolidated financial statements.
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Consolidated cash flow statement for the years ended on 31 December 2017 and 31
December 2016

Note 2017 2016
Profit / (loss) before tax 1,596,707 1,516,119
Adjustments for: 935,380 829,591
- Depreciation and amortisation 6,7,8 800,035 825,805
- Impairment adjustments (6,072) 7,845
- Changes in provisions 50,222 78,349
- Grants taken to income 24 (42,504) (41,590)
- (Profit)/loss on disposal of fixed assets 10,915 6,402
- (Profit)/loss on disposal of financial instruments 31 7 4,469
- Financial income 31 (6,891) (208,484)
- Financial expenses 31 101,604 117,552
- Translation differences 31 4,340 9,807
- Losses/(gains) in the fair value of financial instruments 31 40,530 44,472
- Other income and expenses 2,121 1,085
- Share in profit (loss) of equity method companies (18,927) (16,121)
Changes in working capital: 36 (122,326) (55,319)
- Inventories 552 (951)
- Trade and other receivables 36 (4,587) 26,155
- Other current assets (117) (42)
- Trade and other payables 36 (73,779) (42,359)
- Other current liabilities (43,007) (36,909)
- Other non-current assets and liabilities (1,388) (1,213)
Other cash generated from operating activities (395,149) (455,666)
Interest paid 20,36 (134.661) (146.825)
Interest received 4,311 1,533
Taxes paid 36 (263,490)  (309,019)
Other amounts paid (received) (1,309) (1,355)
Net cash flows from operating activities 2,014,612 1,834,725
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Consolidated cash flow statement for the years ended on 31 December 2017 and 31

December 2016

Note 2017 2016
Cash flow from investing activities
Acquisitions of property, plant and equipment (339,189) (287,919)
Acquisitions of intangible assets (31,220) (16,120)
Acquisitions of investment properties (831) (1,346)
Payments for acquisitions of other financial assets (12,933) (3,901)
Proceeds on disposal of/loans to companies of the Group and associates 2.2 5,376 2,027
Proceeds from property, plant and equipment divestment 1
Proceeds from other financial assets 124 11
Dividends received 2.2 17,059 15,609
Net cash flows from investing activities (361,614) (291,638)
Cash flow from financing activities
Proceeds from ERDF grants 24 9,340 10,665
Proceeds from borrowing 20 991,053 31,739
Other proceeds 20 22,794 19,392
Repayment of bank borrowings 20 (278,285) (333)
Repayment of Group financing 20 (1,497,288) (1,172,339)
Dividends paid 36 (592,232) (409,716)
Other payments 20, 36 (19,656) (12,490)
Net cash used in financing activities (1,364,274) (1,533,082)
Effect of exchange rate fluctuations 1,637 (2,130)
Net (decrease)/increase in cash and cash equivalents 290,361 7,875
Cash and cash equivalents at the beginning of the period 564,616 556,741
Cash and cash equivalents at the end of the period 854,977 564,616

Notes 1 to 37 form an integral part of these consolidated financial statements.
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Notes to the consolidated financial statements for 2017

1 General information

Aena, S.A. (“the Company”, or “Aena”) is the Parent Company of a group of companies (the “Group”) consisting of 6
subsidiaries and 4 associates at the end of 2017. Aena S.M.E, S.A. was incorporated as an independent legal entity by
virtue of Article 7 of Royal Decree Law 13/2010 (3 December), which authorised the Council of Ministers to incorporate
the company. The authorisation for effective incorporation took place on 25 February 2011 by resolution adopted by
the Council of Ministers on that date authorising the incorporate of the State-owned corporation Aena Aeropuertos,
S.A. as provided in Article 166 of Law 33/2003, of 3 November, on Public Institution Assets (LPIA).

On 5 July 2014, in virtue of Article 18 of Royal Decree Act 18/2014 (subsequently confirmed by Act 18/2014 of 15
October), the name of Aena Aeropuertos, S.A. was changed to Aena, S.A. and the public business entity “Aeropuertos
Espafioles y Navegacidon Aérea” was renamed ENAIRE (“Parent Company”). The integrity of the airport network insofar
as its survival ensures the mobility of citizens and economic, social and territorial cohesion in terms of accessibility,
adequacy, suitability, sustainability and continuity, was also established in the aforementioned Royal Decree. The latter
sets out the framework to which the basic airport services are subject and the characteristics and conditions that the
said network must boast in order to guarantee the objectives of general interest. Thus, the closure or sale of all or part
of any facilities or airport infrastructure necessary to maintain the provision of airport services is prohibited, unless
authorised by the Council of Ministers or the Ministry of Public Works, and which authorisation can only be granted
provided it does not affect the objectives of general interest that must guarantee the said network or compromise its
sustainability; the absence of such authorisation will render the foregoing as a guarantee for the entire maintenance of
the state airport network null and void. Airport charges and their key elements, basic airport services and the
framework to determine minimum standards of quality, capacity and conditions for the provision of the services and
investments required for compliance, as well as the conditions for recovering the costs of providing these basic airport
services have been defined.

As a result of Law 40/2015, of 1 October, concerning the Legal Regime for the Public Sector, at the General Meeting of
Shareholders on 25 April 2017 the Company’s corporate name was changed to “Aena S.M.E., S.A.”.

Before the incorporation of the Company, the economic activity in terms of the management and operation of the
airport services, subsidiaries and associates that are included in the scope of consolidation of Aena formed part of the
public business entity “Aeropuertos Espafioles y Navegacion Aérea”, its single shareholder and controlling entity at the
time. The public business entity “Aeropuertos Espafioles y Navegacion Aérea,” was set up under Article 82 of Law
4/1990 of 29 June on the State General Budget for 1990. It was effectively incorporated on 19 June 1991, once its
Statute entered into force, as approved by Royal Decree 905/1991 (14 June).

The Company was incorporated to the issue of 61 fully subscribed and paid shares with a par value of €1,000 by the
public business entity “Aeropuertos Espafioles y Navegacion Aérea”. The public business entity “Aeropuertos Esparioles
y Navegacidn Aérea” will maintain, in any event, a majority of the share capital in Aena Aeropuertos, S.A. in the terms
established by Article 7.1 of Royal Decree Law 13/2010 (3 December), and may sell the rest in accordance with Law
33/2003 (3 November) on Public Institution Equity.

The incorporation of the Company was entered into the trade register based on the resolution adopted by the Board of
Directors on 23 May 2011, which approved the contribution to the company of the airport activity branch and its
measurement, which took place on 31 May 2011. The non-monetary contribution and the measurement took place
using the carrying value of the line of business at 31 May 2011 as a reference, in accordance with the accounting
standards in force and, specifically, the Spanish General Chart of Accounts approved by Royal Decree 1514/2007 (16
November), partially amended by Royal Decree 1159/2010 (17 September), as provided for in the Resolution of 25
February 2011.

The Resolution adopted by the Council of Ministers on 3 June 2011 subsequently approved the Company’s share capital
increase in order to support the Company’s activity, and in accordance with Article 9 of Royal Decree Law 13/2010 (3
December), through which the public business entity “Aeropuertos Espafioles y Navegacion Aérea” made a non-
monetary contribution of all of the assets, rights, debts and obligations associated with the airport and commercial
activities and other state services associated with the airport management, including the air traffic services at the
airport (hereinafter the “Activity”).
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The Company’s single shareholder at the time, the public business entity "Aeropuertos Espafioles y Navegacion Aérea",
adopted the following single shareholder resolutions on 6 June 2011:

a)

c)

d)

f)

g)

h)

k)

Reduce the par value of the Company’s THOUSAND EUROS (€1,000) shares by dividing the SIXTY ONE outstanding
shares into SIX THOUSAND ONE HUNDRED new shares, consisting of ONE HUNDRED new shares for each old share,
without changing the amount of the Company’s share capital. As a result, the Company’s share capital is SIXTY ONE
THOUSAND EUROS represented by SIX THOUSAND ONE HUNDRED shares with a par value of TEN EUROS each, and
all shares are of the same class and bear the same financial and voting rights.

Increase the Company’s share capital from €61,000 to €1,500,000,000 (ONE POINT FIVE BILLION EUROS) and,
therefore, the share capital increase amounts to €1,499,939,000.

Issue of 149,993,900 common shares with a par value of €10 each, all with the same rights and obligations as those
already in existence. These new shares were issued with a total share premium of €1,100,868,000 (ONE BILLION
ONE HUNDRED MILLION EIGHT HUNDRED AND SIXTY EIGHT THOUSAND EUROS), and therefore the total amount to
be paid in as capital and share premium is €2,600,807,000 (TWO BILLION SIX HUNDRED MILLION EIGHT HUNDRED
AND SEVEN THOUSAND EUROS).

In accordance with Article 9 of Royal Decree Law 13/2010 and the Resolutions dated 25 February and 3 June 2011,
the public business entity “Aeropuertos Espafioles y Navegacion Aérea” fully subscribed and paid the total par value
of the shares and the share premium through the contribution of the “Activity”.

The public business entity “Aeropuertos Espafioles y Navegacion Aérea” contributes to all of the activities as an
operating unit in the state in which they are located (ownership, usage rights, situation, charges, etc.) in the terms
of RDL 13/2010. The public business entity “Aeropuertos Espafioles y Navegacion Aérea” in accordance with Article
66 of the Corporate Enterprises Act approved by Royal Decree Law 1/2010 (2 July) is only liable, with respect to the
contribution, if the defect or encumbrance affects all or an essential part of the “Activity”. For these purposes, it
shall be understood as an essential part that affects 20 % or more the total value of the “Activity” contribution or
when it affects an individual airport such that the airport activity cannot be carried out, notwithstanding
jurisdictional control over the applicable legal system.

In addition to the above, any difference that could arise, during the period between the date of contribution to the
date of transfer to private investors of part of the Company’s capital, between the estimated value of the
contributed assets and liabilities one which the Company’s necessary share capital increase and the value of the
assets and liabilities actually contributed will be adjusted, in the same amount, as an increase or decrease in the
loan granted by the public business entity "Aeropuertos Espafioles y Navegacion Aérea" to the Company, without
the adjustment affecting the share capital increase in any event.

All of the personnel of the public business entity “Aeropuertos Espafioles y Navegacidn Aérea” that are necessary to
render the activity will be transferred and integrated into the Company under the same collective agreements and
conditions currently in force, respecting length of service and any other rights vested when the Company starts to
perform its duties.

The split and the measurement of the contributed activity will be approved by the Board of Directors of the public
business entity “Aeropuertos Espafioles y Navegacion Aérea” dated 23 May 2011 in accordance with the
assessment report prepared that stated that the transferred activity is valued at €2,600,807,000. This measurement
took place using the carrying value of the contributed line of business as a reference in accordance with current
accounting standards and, specifically, the Spanish General Chart of Accounts, and complied with the requirements
of Article 114 of the LPIA.

In accordance with Articles 70 and 300.1 of the Corporate Enterprises Act, the members of the Board of Directors of
the Company have signed the Directors’ report of Aena Aeropuertos, S.A. that has been examined by the single

shareholder.

The Company will start to carry out the activity on an effective basis on the date determined by the Order of the
Ministry of Public Works under the Second Transitory Provision of Royal Decree Law 13/2010.

The contribution of the activity is subject to the application of the special system established by Title VII, Chapter
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VIl of Royal Decree Law 4/2004 (5 March), which approves the Revised Text of the Corporate Income Tax Act, in
accordance with the third additional provision 2 of Royal Decree Law 13/2010.

The non-monetary contribution and the measurement prepared by the technical services of Aena was gathered in the
“Measurement Report”, which used the carrying value of the line of business at 31 May 2011 as a reference, in
accordance with the accounting standards in force and, specifically, the Spanish General Chart of Accounts approved by
Royal Decree 1514/2007 (16 November), partially amended by Royal Decree 1159/2010 (17 September), as provided
for in the Resolution of 25 February 2011.

The property, plant and equipment contributed relates to rights of any type that were held by the public business entity
"Aeropuertos Espafioles y Navegacién Aérea" regarding the land, buildings and equipment at the airports managed or
used by the activity. It also includes the use of rights relating to the public business entity "Aeropuertos Espafoles y
Navegacion Aérea" regarding certain land located at airports, military airport and air bases. The contributed rights refer
to the following airports, aerodromes and air bases:

a) Civil airports: La Coruiia, Alicante, Almeria, Asturias, Barcelona, Bilbao, Burgos, Cordoba, El Hierro, Fuerteventura,
Girona, Granada, Huesca Pirineos, Ibiza, Jerez de la Frontera, La Gomera, La Palma, Logrofio, Adolfo Suarez Madrid-
Barajas, Melilla, Menorca, Palma de Mallorca-Son Bonet, Pamplona, Reus, Sabadell, San Sebastian, Santander,
Seville, Tenerife Sur, Valencia, Vigo and Vitoria.

b) Civil part of jointly used airports with the Defence Ministry: Gran Canaria-Gando, Lanzarote, Tenerife Norte, Madrid-
Cuatro Vientos, Malaga, Palma de Mallorca-Son Sant Joan, Santiago and Zaragoza

c) Air bases and military airports open to civil use: Talavera La Real (Badajoz), Matacan (Salamanca), San Javier
(Murcia), Villanubla (Valladolid), Los Llanos (Albacete), and Ledn military airfield.

d) Heliports: Heliport in Ceuta and Algeciras.

The functional ownership of the Company falls to the Ministry of Development, together with the authority to propose
the appointment of one-third of the members of the Board of Directors. Aena Aeropuertos, S.A., is the beneficiary of
the expropriations associated with the infrastructures it manages.

In accordance with its statutes, the Company’s corporate purpose is as follows:

- The organisation, management, co-ordination, exploitation, maintenance, administration and management of
general interest, state-owned airports, heliports and associated services.

- The co-ordination, exploitation, maintenance, administration and management of the civil areas of air bases
open to civil aviation traffic and joint-use airports.

- The design and development of projects, execution, management and control deriving from the investments
in infrastructures and facilities relating to the preceding sections and in assets intended for the rendering of
the services.

- The evaluation of needs and, if appropriate, the proposal for planning new airport infrastructures and airport
and acoustic rights of way associated with airports and services for which the Company is responsible for
managing.

- The performance of organisational and security services at airport facilities that it manages, notwithstanding
the authority assigned to the Ministry of Public Works in this respect.

- Training in areas relating to air traffic, including the training of aeronautical professionals that require
licenses, certificates, authorisations or ratings and the promotion, reporting or development of aeronautical
or airport activities.

In addition, the company may carry out any other commercial activities that are directly or indirectly related to its
corporate purpose, including the management of airport facilities located outside Spain and any associated and
supplementary activity that allows yields to be obtained on investments.
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The corporate purpose may be carried out by the Company directly or through the creation of mercantile companies
and, specifically, the individualised management of airports may be carried out through subsidiaries or service
concessions.

The registered address for Aena, S.M.E., S.A. is located in Madrid (Spain), at Arturo Soria St., 109.

Moreover, in the Council of Ministers’” meeting of 11 July 2014, the public business entity “Aeropuertos Espafioles y
Navegacion Aérea” was authorised to initiate proceedings for the sale of the share capital of Aena S.M.E., S.A. and to
dispose of up to 49% of its capital.

Shares in Aena, S.M.E., S.A. were admitted to trading on the four Spanish stock exchanges, and they have been listed on
the Spanish continuous market since 11 February 2015.

It was first listed on the Madrid stock exchange after the IPO for 49 % of their capital, with a starting price of 58 euros
per share. Later on, in June 2015, Aena joined the Ibex 35, an indicator that includes the top 35 Spanish companies
listed on the stock exchange.

2 Summary of the main accounting policies

The main accounting policies adopted when preparing these consolidated financial statements are described below.
These policies have been applied consistently to all years presented unless otherwise stated.

2.1 Basis of preparation

As is described in Note 1 above, Aena Aeropuertos, S.A. was incorporated as an independent legal entity and as a group
during the year 2011 (23 May 2011 and 31 May 2011 respectively), in virtue of Royal Decree Law 13/2010, due to the
effect of the non-monetary contribution of all of the assets and liabilities associated with the airport activity. Prior to
the creation of Aena Aeropuertos, S.A., the economic activity in terms of the management and operation of the airport
services carried out by the Company, its subsidiaries and associates formed part of the public business entity
"Aeropuertos Espafioles y Navegacidn Aérea".

In the preparation of the consolidated financial statements for the periods ended 31 December 2017, 2016, 2015, 2014,
2013, 2012 and 2011 and in accordance with the EU-IFRS, the Company, taking into account the framework for the
reorganisation of the airport activity provided for by the above-mentioned Royal Decree Law 13/2010, recorded the
non-monetary contribution as a corporate reorganisation in the context of its shareholder, the public business entity
"Aeropuertos Espafioles y Navegacion Aérea". This posting responds to the analysis and consideration on the part of the
Company Management of several factors, taking into account that this type of transaction is not regulated in the
regulatory framework of IFRS, and specifically in the framework of the IFRS 3, Business Combinations, as a result of
which the company developed an accounting policy for the said transaction to reflect the substance of the same and its
underlying transactions. In this context, the Company considered that the combination of a new recently created entity
(Aena Aeropuertos, S.A. incorporated on 23 May 2011) with a pre-existing reporting unit does not constitute a business
combination, due to it not being the newly created entity nor the purchaser nor a business acquired by the pre-existing
reporting unit.
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In the development of the accounting policy adopted by the Company for this transaction, it has been taken into
account that the airport operations previously included in the public business entity “Aeropuertos Espafioles y
Navegacion Aérea”, which were reported in the financial information of the latter as a separate business segment,
maintained their accounting records in a segregated manner and constitute an independent reporting unit, subject to
an applicable specific regulatory framework, although integrated into ENAIRE and not into a separate legal entity, which
enables the various assets to be reliably allocated to the new entity. This conclusion reflects the spirit of Royal Decree
Law 13/2010, the purpose of which was to provide the separate legal form, hitherto lacking, to the set of roles and
responsibilities previously exercised by ENAIRE with regard to the management and operation of airport services of an
historical nature, as has been indicated, in order that the said set of roles and responsibilities constitutes an
independent economic unit capable of developing an independent business activity, in the course of business
succession, configured as an operating unit and therefore a separate and determinable reporting unit from a historical
financial information point of view, whose management has been carried out in the same manner before and after the
non-monetary contribution, maintaining continuity in the key management positions of Aena Aeropuertos, S.A.

In this context, the Company also considered that taking into account the legal form of the transaction for the purposes
of the presentation of its historical information would have substantially altered the presentation of the airport
operations, which were carried out in the same manner before and after the non-monetary contribution, so that the
presentation of 2011 as of the transaction date would not have reflected the fundamental economic reality of the
business of Aena Aeropuertos, S. A. when the legal event described was conducted exclusively, as has been indicated,
with the aim of providing separate legal form to a pre-existing reporting unit.

Therefore, considering that Aena Aeropuertos, S. A. was an existing single reporting unit before and after the non-
monetary contribution, this was recorded as a corporate reorganisation in the context of the public business entity
"Aeropuertos Espafioles y Navegacion Aérea". Consequently, the financial information for the year 2011 was presented
for the full 12-month financial year, to its historical accounting values, considering the existence of Aena Aeropuertos,
S. A. as a separate reporting unit, irrespective of its legal establishment in the course of 2011.

The Group’s consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards adopted by the European Union (IFRS-EU, hereinafter the “IFRS”) and the IFRIC interpretations in force at 31
December 2017, as well as the commercial legislation applicable to companies that prepare financial information in
accordance with IFRS to show a fair image of the consolidated equity and the consolidated financial position of the
Group at 31 December 2017, the consolidated results of its operations, consolidated changes in equity and consolidated
cash flows for the period ended on that date.

The consolidated financial statements at 31 December 2017 have been reviewed by the auditors. The figures
corresponding to 31 December 2016 (audited) are presented solely for purposes of comparison.

The figures set out in the documents making up the consolidated financial statements, the consolidated balance sheet,
the consolidated income statement, the consolidated comprehensive income statement, the consolidated statement of
changes in equity, the consolidated cash flow statement and the notes to the consolidated financial statements are
expressed in thousands of euros, unless otherwise indicated, and rounded to the nearest thousand, which is the
functional and presentation currency of the Parent Company. The use of rounded figures can in some cases lead to a
negligible rounding difference in the totals or in the variations.

The preparation of financial statements under IFRS requires the use of certain critical accounting estimates. Similarly,
the management is required to exercise its judgement in the application of the Group’s accounting policies. Note 4
discloses the areas that require a higher level of judgement or entail greater complexity, and the areas where

assumptions and estimates are significant for the consolidated financial statements.

These consolidated financial statementswere prepared by the Board of Directors on 27 February 2018, and will be
presented for approval by the Shareholders’ Meeting on 10 April 2018.

2.1.2 Changes in accounting policies
2.1.2.1 Standards and interpretations approved by the European Union applied for the first time in 2017.

The accounting policies used in the preparation of these consolidated financial statements for the year ended 31
December 2017 are the same as those applied in the consolidated financial statements for the year ended 31 December
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2016, except for the following standards, interpretations and amendments:
Amendments to IAS 12 - Recognition of Deferred Tax Assets for Unrealised Losses.

The amendment clarifies the requirements for recording deferred tax assets derived from expected losses on financial
instruments that have not yet been realised but does not amend the underlying general principles for the recognition of
deferred tax assets. In particular it clarifies the accounting for deferred tax assets when a financial asset is measured at
fair value and this fair value is less than the tax base of the asset.

The amendments clarify that the existence of a temporary deductible difference depends solely on a comparison of the
carrying amount of an asset and its tax base at the end of the reporting period and is not affected by any future changes
in the carrying amount or the expected form of asset recovery.

The amendment also includes guidance on how to assess future tax benefits that may be used to offset tax losses. In
accordance with IAS 12, a deferred tax asset will be recognised for all deductible temporary differences to the extent
that it is probable that the entity will have future taxable profit against which these temporary deductible differences
are charged. In essence the deferred tax asset benefit lies in a reduction of future taxable profits.

The application of this amendment has had a material impact on the consolidated financial statements in the initial
period of application.

Amendments to IAS 7 "Statement of Cash Flows" - Disclosure initiative

This amendment is part of the changes related to the information to be disclosed and requires entities to break down
information that enables users to know and evaluate changes in liabilities arising from financing activities in the
statement of cash flows.

To achieve this objective, the amendments require that the following changes in liabilities arising from financing
activities are disclosed (to the extent necessary): (i) changes from financing cash flows; (ii) changes arising from
obtaining or losing control of subsidiaries or other businesses; (iii) the effect of changes in foreign exchange rates; (iv)
changes in fair values; and (v) other changes.

The IASB defines liabilities arising from financing activities as liabilities “for which cash flows were, or future cash flows
will be, classified in the statement of cash flows as cash flows from financing activities”.

The amendments state that one way to fulfil the new disclosure requirement is to provide a reconciliation between the
opening and closing balances in the statement of financial position for liabilities arising from financing activities. Finally,
the amendments state that changes in liabilities arising from financing activities must be disclosed separately from
changes in other assets and liabilities.

This new information to be disclosed has been described in Note 20 and has been supplemented with additional
information in Note 36. As allowed by the standard, the Group has opted not to provide comparative information.

2.1.2.2 Standards, interpretations and amendments to existing standards that do not apply until subsequent years

At the date of formulation of these consolidated financial statements, the Group had not adopted early any other
standard, interpretation or amendment which had not yet come into force.

In addition, as of the date of preparation of these consolidated financial statements, the IASB and IFRIC had published a
number of standards, amendments and interpretations that have not been adopted by the European Union or have

been adopted by the European Union but do not apply until later periods.

The standards, amendments and interpretations already adopted by the European Union are as follows:
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Area

Fundamental requirements

Effective date

IFRS 9 “Financial
instruments”. This
standard replaces
guideline 1AS 39.

The IASB has published the full version of IFRS 9, “Financial
Instruments”, which replaces the IAS 39 guide. This final version
includes the requirements for the classification and measurement of
financial assets and liabilities; it also includes an expected credit losses
model that replaces the model for impairment losses incurred that is

currently used.

IFRS 9 comes into effect for
financial years beginning on or
after 01 January 2018.

IFRS 15 “Income from
Contracts with
Customers”. This
standard replaces the
following standards: (a)
IAS 11 Construction

Under this standard, the income is recognised when a customer
obtains the control of the good or service sold. A customer obtains the
control when it has both the capacity to direct the use and to obtain
the benefits of the good or service. A transfer of control is not the
same as a transfer of risks and benefits, nor is it necessarily the same
as the culmination of a process of profits as is considered today.

IFRS 15 will come into effect for
financial years beginning on or
after 1 January 2018. This
shall apply
accordance with one of the

standard in

following methods:

Contracts; (b) IAS 18 Entities will also have to implement a new guide to determine | a) Retroactively for each prior

Income from Ordinary whether they should recognise the income over time or at a given period for which

Activities. time. information is presented in
In comparison with the regulations currently in force, IFRS 15 requires accordance with I1AS 8,
extensive information to provide a greater knowledge of both the subject to certain
income that has been recognised and the income expected to be practicalities; or
recognised in the future in relation to existing contracts. Likewise, | b) Retroactively recognising
guantitative and qualitative information shall be provided on the the cumulative effect of
significant judgements made by management in determining the initially implementing this
income to be recognised, as well as on the changes in terms of these standard on the date of
judgements. initial application.

IFRS 15 (Amendment): Clarify guidance for identifying performance obligations, accounting | For financial years beginning on

“Clarifications to IFRS 15:
“Income from Contracts
with Customers”.

for industrial property licences, and presentation of net versus gross
income.

or after 1 January 2018.

IFRS 16 "Leases".

The new international standard on leases (IFRS 16) was approved on
January 2016, which entails a significant change in approach to the
applicable standard (IAS 17).

IFRS 16 comes into effect for
financial years beginning on or
after 1 January 2019.

In addition, at the date of formulation of these consolidated financial statements, the IASB and IFRIC had published a
series of standards, amendments and Interpretations detailed hereunder and which are pending adoption by the

European Union:

Area

Fundamental requirements

Effective date

IFRS 14 Regulatory
Deferral Accounts

IFRS 14 is an optional standard that allows an entity which is a first-
time adopter of International Financial Reporting Standards and
whose activities are subject to rate regulation, to continue to
account, with some limited changes, for 'regulatory deferral
account balances' in accordance with its prior accounting policies.
Entities adopting IFRS 14 must present regulatory deferral
accounts as separate items in the statement of financial position
and present the movements of these accounts as separate items in
the in the

comprehensive

and statement of other
The

regarding the nature and risks associated with the entity's

income statement

income. standard requires disclosures
regulated rates as well as the impact of regulated rates on its
financial statements. As the Group has not adopted IFRS in this

year, this standard will not apply.

This standard has not yet
been adopted by the EU.
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Area Fundamental requirements Effective date
Amendments to IFRS 10 | This amendment seeks to eliminate the conflict between IFRS 10 | This standard has not yet
and ,IAS, 28 - Sale or and IAS 28 for contributions from businesses to associates or joint | been adopted by the EU.
Contribution  of  Assets

between an Investor and its
Associate or Joint Venture

ventures.

Amendments to IFRS 9:
Prepayment Features with
Negative Compensation

Clarification on the way of classifying and accounting for financial

assets that include particular contractual prepayment options.

This standard has not yet
been adopted by the EU.

Amendments to IFRS 2 -

Classification and
measurement of share-
based payment

transactions

The amendment affects the classification and quantification of
share-based payments in three areas:

e Accounting for cash-settled share-based payment transactions
that include a performance condition

e The classification of share-based payments settled net of tax
withholdings

e Accounting in case of modification of share-based payment

transactions from cash-settled to equity-settled

This standard has not yet
been adopted by the EU.

Interpretation IFRIC 22,
Foreign Currency
Transactions and Advance
Consideration

This interpretation deals with the accounting record of advance
consideration provided in a currency other than the functional
currency for the purchase of goods and how the differences in
exchange for such advance compensation should be recognised.

This standard has not yet
been adopted by the EU.

Improvements  to IFRS, | |t includes changes to IFRS 1, eliminating certain exemptions, and | This standard has not yet
2014-201 | . . . s . he EU.
0 016 cycle IAS 28, allowing certain entities to measure their investments in been adopted by the EU
associates or joint ventures at fair value through profit or loss.
Improvements  to  IFRS, | |t includes changes to IAS 12 (Income Taxes), IAS 23 (Borrowing | This standard has not yet

2015-2017 cycle

Costs) and IAS 28 (Investments in Associates and Joint Ventures).

been adopted by the EU.

Interpretation IFRIC 23,
Uncertainty over Income
Tax Treatments

This Interpretation clarifies how to apply the recognition and
measurement requirements of IAS 12 when there is uncertainty
over income tax treatments.

This standard has not yet
been adopted by the EU.

Amendments to IAS 40;

This amendment clarifies the cases and circumstances that allow

This standard has not yet

Transfers of investment

been adopted by the EU.
property

the transfer of inventories or property, plant and equipment to
investment property.

Based on the analyses to date, the Group believes that the application of most of these standards and amendments will
not have a significant impact on the consolidated financial statements in the initial period of application. However, for
the most relevant standards (IFRS 9, 15 and 16) the Group has carried out the following analyses to date with the
following conclusions.

IFRS 15 “Revenue from Contracts with Customers”

IFRS 15 was issued in May 2014 and amended in April 2016. The standard provides a new five-step model that applies
to the accounting of income from contracts with customers. Under IFRS 15, an entity will recognise revenue to depict
the transfer of promised goods or services to customers in an amount that reflects the consideration to which the entity
expects to be entitled in exchange for those goods or services.

(a) Recognition of revenue

IFRS 15 is effective for annual reporting periods beginning on or after 1 January 2018. The Group has carried out
analysis in which it has concluded that the implementation of this standard will not have a significant impact on the
operations it performs or on the equity position in the 2018 financial year. The majority of the Group's income is from
the airport services provided, which mainly correspond to the use of airport infrastructure by airlines and passengers
(including airport charges and private prices). Under IFRS 15, customers are considered to be airlines with which there
are no long-term contracts and to which the regulated charges that are approved by law in accordance with the current
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regulatory framework are applied as the infrastructure is used, and hence income is recognised at that time of provision
of the airport service. This procedure is the same as the one used until the entry into force of the IFRS (see Notes 2.21
and 4.1).

(b) Presentation and disclosure requirements

IFRS 15 includes presentation and disclosure requirements that are more detailed than in the current standards. The
presentation requirements represent a significant change with respect to current practice and significantly increase the
volume of disclosures required in the Group's financial statements. In particular, the Group expects that the notes to
the financial statements will be expanded by the disclosures concerning judgements made about the identification of
the performance obligations and other judgement aspects in the standard.

(c) Transition strategy

As for its transition strategy, the Aena Group has chosen 1 January 2018 as the initial application date. In addition, the
Aena Group has decided to opt for option C3 b) established in the standard, which means applying IFRS 15 retroactively
with the cumulative effect of the initial application recognised at the date of initial application.

In summary, the adoption of IFRS 15 is not expected to have a significant impact on the AENA Group's accounts.

IFRS 9 “Financial instruments”

On 24 July 2014 the IASB issued IFRS 9, which as of 1 January 2018 replaces IAS 39 and includes requirements for the
classification and financial measurement of financial instruments, impairment of financial assets and general hedge
accounting.

In 2017 the Group has carried out a detailed evaluation of the impacts of the three aspects of IFRS 9. This evaluation is
based on the information currently available and may be subject to changes due to additional information that
becomes available in 2018 when the Group adopts IFRS 9.

e  Classification and measurement of financial assets and liabilities

The classification criterion for financial assets will depend on the business model for its management and on the
characteristics of its contractual flows. Based on the above, the asset will be measured at amortised cost, at fair value
with changes in equity, or at fair value through profit or loss.

Loans and trade receivables are held to collect contractual cash flows and are expected to give rise to cash flows
representing solely payment of principal and interest. The Group analysed the cash flow characteristics of these
instruments and concluded that they meet the criteria to be measured at amortised cost in accordance with IFRS 9.
Consequently these instruments do not have to be reclassified.

Regarding the classification of available-for-sale financial assets and aside from their minimal relevance, the Group will
opt to classify them at cost, as allowed by the standard, so there will be no impact on the transition to IFRS 9.

The classification of liabilities under IFRS 9 remains similar to the one in IAS 39. Generally, liabilities will be measured at
amortised cost, except for financial liabilities that are held for trading such as derivatives, for example, that will be
measured at their fair value through profit or loss. Hence there is no impact in this respect.

e Impairment of financial assets

The new impairment model in IFRS 9 is based on expected loss unlike the incurred loss model in IAS 39. Under the new
standard, the loss allowance will be calculated at an amount equal to either expected losses over the following 12
months or for the full lifetime of the financial instruments resulting from the significant increase in risk. The Group will
use the simplified approach and will register expected losses over the lifetime of the asset for trade and lease
receivables whether or not they have a significant financial component. Taking into account the credit conditions of the
Group’s customers, a significant impact it is not expected. On the date of initial application, this impact on the
consolidated statement of financial position amounts to 2,543 thousand euros of lower reserves.
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e  General hedge accounting

The Group has carried out an analysis of the hedges contracted and has concluded that they are fully effective and the
application of IFRS 9 will have no impact on its consolidated financial statements.

Furthermore, the hedge accounting of IFRS 9 is applied prospectively, so there will be no first-time adjustment.
e  Debt restructuring

The Group has not carried out any significant debt restructuring in the past that is affected by the new standard while
the refinancing of the LLAH Il subgroup conducted in 2017 (see Note 20) entailed a substantial modification of existing
loans. As a result the impacts derived from this due to the application of IFRS 9 are limited to an amount of 1,748
thousand euros of lower borrowings, increasing reserves by the same amount, which will be offset by an increase in the
financial expense during 2018, 2019 and 2020 until that figure is reached.

e  Transition strategy

As for its transition strategy, the Aena Group has decided not to restate previous periods with only one initial
application date for all the requirements (1 January 2018). In particular, the Aena Group has chosen to apply the
requirements of Chapter 6 of IFRS 9 from the date of initial application since in general the IFRS 9 model is more
advantageous than the IAS 39 one as it enables the application of hedge accounting to more transactions.

IFRS 16 "Leases"

This Standard replaces the following Standards and Interpretations:

a) IAS 17 Leases;

b) IFRIC 4 Determination of whether an Agreement contains a Lease;

c) SIC-15 Operating Leases - Incentives; and

d) SIC-27 Evaluating the Substance of Transactions in the Legal Form of a Lease.

_— e~~~ —~

IFRS 16 specifies how companies acting as lessees are to recognise assets and liabilities arising from all leases (unless
the lease is short term or the underlying asset has a low value) in the balance sheet.

In this new context, companies should record an Asset for the usage right the leased property and a Liability for the
present value of the future minimum payments (also including the final payment of the property, as the case may be,
and there are expectations that it will be incurred).

Compared to current regulations, IFRS 16 eliminates classification of operating and financial leases.

Therefore, IFRS 16 barely impacts the lessor’s accounting but rather it mainly impacts the lessee’s accounting, so the
most significant part of the Aena Group related to leases will not be affected given that it refers to its role as lessor.

The Aena Group has carried out detailed analysis of all the leases it has signed both as lessor and lessee. The conclusion
of this analysis is that the Group will have to register the rights-of-use and their corresponding liabilities related to the
rent of the land and the constructions of the business in the United Kingdom (see Note 2.24), those corresponding to
leases of vehicles in the facilities of such airport, and some leases for vehicles and buildings of the business in Spain.

The impact to be recorded has not yet been accurately determined as there are a number of transition alternatives and
the estimates are complex and depend on the specific conditions on the date of effective application. However,
considering the volume and characteristics of the affected contracts, the Aena Group’s initial estimates of the impact
that the amendments introduced by IFRS 16 would have on the Group's financial statements from the date of adoption
represent an increase in financial liabilities and fixed assets coming to less than 1% of the current balances of these
assets and liabilities, including recognition in the balance sheet of the rights-of-use assets and the corresponding
liabilities in relation to most of the agreements that under current regulation are classified as operating leases. The
depreciation of the right to use the assets and the recognition of interest on the lease liabilities will replace a significant
part of the amount recognised in the income statement as an operating lease expense under the current standard. The
classification of payments in the statement of cash flows will also be impacted by this new regulation. In 2018 the
Group will continue to evaluate the potential effect of IFRS 16 on its consolidated financial statements.
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As for its transition strategy, the Aena Group has chosen the practical solution in paragraph C3 and therefore:

— Aena applies IFRS 16 to leases previously identified in accordance with IAS 17 and IFRIC 4 “Determination of Whether
an Agreement Contains a Lease”;

— it does not apply IFRS 16 to agreements previously identified as agreements that do not contain leases in accordance
with IAS 17 and IFRIC 4; and

— it applies the lease definition in IFRS 16 to assess whether agreements concluded after the date of initial application
of the new standard are or contain leases.

In addition, as a lessee the Aena Group chooses to apply IFRS 16 using the modified retroactive approach and hence will
not restate comparative information, but will recognise the cumulative effect of initially applying the standard as an
adjustment to equity on the date of initial application. Under the modified retroactive approach, the lessee chooses for
each lease how to measure the right-of-use asset at the time of transition to IFRS 16.

2.2 Consolidation and changes in the scope
a) Subsidiaries

Subsidiaries are all entities (including special-purpose companies) over which the Group has the power to direct
financial and operating policies, generally accompanied by a shareholding of more than one half of the voting rights.
When assessing whether the Group controls a company, the existence and effects of potential voting rights which may
be currently exercised or converted are taken into account. The Group also evaluates the existence of control when it
does not hold more than 50% of the voting rights but it is capable of directing financial and operating policies.

Subsidiaries are consolidated from the date on which control is transferred to the Group. They are de-consolidated
from the date that control ceases.

The acquisition method of accounting is used for the acquisition of the business combinations by the Group. The
consideration paid for the acquisition of a subsidiary consists of the fair value of the assets transferred, the liabilities
incurred with the former owners of the acquired company and the equity shares issued by the Group. The
consideration transferred includes the fair value of any asset or liability that originates from a contingent consideration
arrangement.

Any contingent compensation to be transferred by the Group is recognised at fair value on the date of acquisition.
Subsequent changes in the fair value of the contingent compensation that is considered to be an asset or a liability are
recognised in the income statement or a change in other comprehensive results in accordance with IAS 39. Contingent
compensation that is classified as equity is not remeasured and subsequent payment is recorded under equity. The
costs relating to the acquisition are recognised as an expense in the year in which they are incurred.

Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination are initially
valued at their fair value at the acquisition date.

If the business combination takes place in phases, the carrying value on the date of acquisition of the stake in the equity
of the acquiree previously held by the acquirer is again measured at fair value on the acquisition date and any loss or
gain arising from this new measurement is recognised in profit/(loss) for the period.

Goodwill is initially measured by the amount the total compensation paid exceeds the identifiable net assets acquired
and the liabilities assumed. If the cost of acquisition is less than the fair value of the net assets of the subsidiary
acquired, the difference is recognised directly in profit/(loss) for the period. For each business combination, the Group
may choose to recognise any non-controlling interest in the acquiree at fair value or the proportional part of the non-
controlling interest in the recognised amount of the acquiree’s identifiable net assets.

A business combination between companies or businesses under joint control is a business combination in which all of

the entities or businesses that are being combined are ultimately controlled by the same party or parties, both before
and after the combination takes place and this control is not transitional in nature.
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When the Group is involved with a business combination under joint control, the acquired assets and liabilities are
recorded at the same carrying value at which they were previously recognised and are not measured at fair value. No
goodwill relating to the transaction is recognised. Any difference between the acquisition price and the carrying value
of the net acquired assets is recognised under equity.

During the consolidation process, intra-group income and expense transactions are eliminated together with any credit
and debit balances between Group companies. All losses and gains that arise on intra-group transactions are also
eliminated. The accounting policies followed by subsidiaries have been standardised where necessary to ensure
uniformity with the policies adopted by the Group.

The breakdown of the Group’s subsidiaries at 31 December 2017 and 2016, all consolidated using the full consolidation
method, is as follows:

2017
% Owner of the
Subsidiari Add Activit .
ubsidiaries ress ity Direct Indirect shareholding
Aena Desarrollo Internacional, S.M.E., S.A. Operation, maintenance,
(“ADI”) (1) management and administration
Madrid of airport infrastructures, as well 100 - Aena S.M.E., S.A.
as supplementary services.
London Luton Airport Holdings Ill Limited Holding of shares in the company Aena
(“LLAH 11”) (2) Luton that holds the concession for the . 51 Desarrollo
. X operation of Luton Airport. Internacional S.M.E.,
(United Kingdom)
S.A.
London Luton Airport Holdings Il Limited Holding of shares in the company London Luton Airport
(“LLAH 1) (2) Luton that holds the concession for the - 51 Holdings Il Limited
(United Kingdom) | operation of Luton Airport. (LLAH 111)
London Luton Airport Holdings | Limited Holding of shares in the company : 51 London Luton Airport
(“LLAH 1”) (2) Luton that holds the concession for the Holdings Il Limited
(United Kingdom) | operation of Luton Airport. (LLAH 1)
London Luton Airport Group Limited Guarantor company for the 51 London Luton Airport
(“LLAGL”) (2) Luton acquisition of the concession for Holdings | Limited
(United Kingdom) |the operation of Luton Airport. - (LLAH 1)
London Luton Airport Operations Limited Luton Company holding the concession - 51 London Luton Airport
(“LLAOL") (2) for the operation of Luton Airport. Group Limited

(United Kingdom)

(“LLAGL”)

(1) Companies audited by KPMG Auditores, S.L.
(2) Companies audited by the KPMG network
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2016
% Owner of the
Subsidiaries (1 Add Activit
ubsidiaries (1) ress ity Direct Indirect shareholding
Aena Desarrollo Internacional, S.M.E., S.A. Operation, maintenance,
(“ADI”) management and administration
Madrid of airport infrastructures, as well 100 - Aena S.M.E., S.A.
as supplementary services.
London Luton Airport Holdings Ill Limited Holding of shares in the company Aena
(“LLAH 11”) Luton that holds the concession for the 51 Desarrollo
. X operation of Luton Airport. Internacional S.M.E.,
(United Kingdom)
S.A.
London Luton Airport Holdings Il Limited Holding of shares in the company London Luton Airport
(“LLAH 11”) Luton that holds the concession for the - 51 Holdings Ill Limited
(United Kingdom) | operation of Luton Airport. (LLAH 111)
London Luton Airport Holdings | Limited Holding of shares in the company 51 London Luton Airport
(“LLAH 1”) Luton that holds the concession for the Holdings Il Limited
(United Kingdom) | operation of Luton Airport. (LLAH 1)
London Luton Airport Group Limited Guarantor company for the 51 London Luton Airport
(“LLAGL") Luton acquisition of the concession for Holdings | Limited
(United Kingdom) |the operation of Luton Airport. - (LLAH 1)
London Luton Airport Operations Limited Company holding the concession - 51 London Luton Airport

(“LLAOL”)

Luton

for the operation of Luton Airport.

Group Limited

(United Kingdom)

(“LLAGL”)

(1) Companies audited by PWC or the PWC network.

At 31 December 2017 and 2016, none of the subsidiaries are listed on a stock market and all end their financial year on
31 December. In compliance with Article 155 of the Corporate Enterprises Act, the Group has notified all of these
companies that it holds more than a 10% interest either directly or indirectly.

In the 2017 and 2016 financial years, Aena Desarrollo Internacional, S.A. (“ADI”) has not distributed dividends.
The Company has control of London Luton Airport Holding Ill Limited (hereinafter “LLAH I11”) and its investees through
Aena Desarrollo Internacional, S.M.E., S.A. The key amounts of share capital, equity, earnings and carrying value,

expressed in local currency and under local accounting principles, relating to this company and its investees at the close
of 2017 and 2016 are as follows (expressed in thousands of pounds):

31 December 2017

Profit/(loss) for the

Name / Address / Line of business % Holding Share capital period Other equity Total equity

Thousand Thousand Thousand Thousand

GBP GBP GBP GBP
London Luton Airport Holdings Ill Limited (*) (1) 51.0% 986 (17,955) 26,795 9,826
London Luton Airport Holdings Il Limited (*) (1) 51.0 % 986 (14,515) (13,274) (26,803)
London Luton Airport Holdings I Limited (*) (1) 51.0% 1,930 (6,940) 73,382 68,372
London Luton Airport Group Limited (*) (1) 51.0% 5,274 35,420 22,425 63,119
London Luton Airport Operations Limited (**) (1) 51.0% 5,274 32,249 2,424 40,047

(*) Data obtained from the consolidated financial statements at 31 December 2017
(**) Data obtained from the individual financial statements at 31 December 2017
(1) Company audited by the KPMG network.
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31 December 2016

Profit/(loss) for

Name / Address / Line of business % Holding Share capital the period Other equity Total equity
Thousand Thousand Thousand Thousand

GBP GBP GBP GBP

London Luton Airport Holdings Ill Limited (*) (1) 51.0% 986 396 54,995 56,377
London Luton Airport Holdings Il Limited (*) (1) 51.0% 986 2,197 7,854 11,047
London Luton Airport Holdings | Limited (*) (1) 51.0% 1,930 9,800 94,517 106,247
London Luton Airport Group Limited (*) (1) 51.0% 5,274 34,805 2,811 42,890
London Luton Airport Operations Limited (**) (1) 51.0% 5,274 36,835 1,999 44,108

(*) Data obtained from the consolidated financial statements at 31 December 2016
(**) Data obtained from the individual financial statements at 31 December 2016
(1) Company audited by PwC network.

In 2014, Aena Desarrollo Internacional S.M.E., S.A. (ADI) reached 51% of the capital stock of London Luton Airport
Holdings Ill Limited (LLAHL 1), with Aerofi S.a.r.l. the other shareholder of the company with a stake of 49%.

As a result of this operation, in 2014 Aena Desarrollo Internacional S.M.E., S.A. (ADI) acquired control of LLAHL Il and
therefore the Aena Group consolidated this company (and its subsidiaries) by means of full consolidation.

LLAH IlIl is a special-purpose vehicle created with the objective, through its 100%-owned subsidiary London Luton
Airport Holdings Il Limited (LLAH Il), which in turn owns 100% of London Luton Airport Holdings | Limited (LLAH 1), to
carry out the acquisition, dated 27 November 2013, of London Luton Airport Group Limited and its subsidiary London
Luton Airport Operations Limited, the management company of Luton airport in the United Kingdom, under an
administrative concession (see Note 2.6.d).

During 2017, the subsidiary LLAH Il has distributed to its shareholders dividends amounting to GBP 31,900 thousand
(35,930 thousand euros at the transaction exchange rate), of which Aena Desarrollo Internacional S.M.E., S.A. has
received 18,299 thousand euros and the remaining 17,631 thousands euros was received by external partners.

During 2016, LLAH Ill distributed to its shareholders dividends amounting to GBP 5,200 thousand (6,836 thousand euros
at the transaction exchange rate), of which Aena Desarrollo Internacional received 3,486 thousand euros and the

remaining 3,350 thousands euros was received by external partners.

b) Jointly controlled companies and associates

Joint control is the contractual agreement to share control over a joint venture and will only exist when decisions about
the relevant activities of that business require the unanimous consent of all the partners that share control.

Associates are all the entities over which the Group has significant influence but not control, generally accompanied by
a shareholding of between 20% and 50% of voting rights. Investments in associates are recorded using the equity
method. Under the equity method, the investment is initially recognised at cost and the carrying value is increased or
decreased to recognise the investor’s stake in the results obtained by the associate after the acquisition date. The
Group'’s investment in associates includes goodwill identified on acquisition.

The group’s interest in subsequent losses or gains on the acquisition of associates is recognised in the income
statement, and its share in movements subsequent to the acquisition in other comprehensive income is recognised in
“Other comprehensive income” by making the relevant adjustment to the carrying value of the investment. When the
Group’s share of losses in an associate equals or exceeds its interest in the associate, including any other unsecured
receivables, the Group does not recognise further losses unless it has incurred legal or constructive obligations or made
payments on behalf of the associate.

If the stake in an associate is reduced but significant influence is maintained, only the proportional stake in the
previously recognised amounts in other comprehensive income is reclassified to income.

On each financial reporting date, the Group determines if there is any objective evidence of impairment affecting the
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investment in the associate. If there is, the Group calculates the amount of the impairment loss as the difference
between the recoverable amount for the associate and its carrying value, and this is recognised in the income
statement.

Losses and gains resulting from upstream and downstream transactions between the Group and its associates are
recognised in the Group’s financial statements only to the extent that they relate to the shareholdings held by other
investors in the associates not related to the investor. Unrealised losses are eliminated unless the transaction provides
evidence of an impairment of the value of the asset transferred. Accounting policies of associates are changed where
necessary to ensure consistency with the Group’s accounting policies.

The breakdown of jointly controlled companies and associates as of 31 December 2017 is as follows:

Value of
Associates: % investments in Owner of the Consolidation
Company and registered Activity associates shareholding method
office (Note 9)
Direct Indirect 31/12/2017
Aeropuertos Mexicanos | Stake in the operator
del Pacifico, S.A. de CV | of Grupo Aena .
(AMP) Aeroportuario del - 33.33 54,093 DesarrPIIo Equity
Mexico DF (1) Pacifico (GAP) Internacional, method
S.M.E., S.A.
Sociedad Aeroportuaria | Operation of
de la Costa S.A. (SACSA) Cartagena Airport.
Rafael Nufiez Airport Aena
Cartagena de Indias — B 37.89 4873 Desarrollo Equity
Colombia (1) ! Internacional, method
S.M.E., S.A.
Aeropuertos del Caribe, | No activity (*)
S.A. (ACSA) Aena '
Ernesto Cortissoz Airport - 40 - DesarrF)IIo Equity
A ) Internacional, method
Barranquilla — Colombia SMLE, SA.
(2)
Aerocali, S.A. Alfonso Operation of Cali
Bonilla Aragdn Cali Airport. Aena .
Airport - Colombia (2) - 50 4,989 Desarrollo Equity
Internacional, method
S.M.E., S.A.

(1) Companies audited by the KPMG network
(2) Companies audited by other auditors
(*)The Barranquilla airport concession ended in 2012.
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The breakdown of associates at 31 December 2016 is as follows:

Value of
Associates: % investments in Owner of the Consolidation
Company and registered Activity associates shareholding method
office (Note 9)
Direct Indirect 31/12/2016
Aeropuertos Mexicanos | Stake in the operator Aena
del Pacifico, S.A.P.I. de | of Grupo .
CV (AMP) Aeroportuario del - 33.33 59,364 Desarrf)llo Equity
Mexico DF (1) Pacifico (GAP) Internacional, method
S.M.E., S.A.
Sociedad Aeroportuaria | Operation of
de la Costa S.A. (SACSA) Cartagena Airport.
Rafael NUfez Airport Aena
Cartagena de Indias — B 37.89 4490 Desarrollo Equity
Colombia (1) ! Internacional, method
S.M.E., S.A.
Aeropuertos del Caribe, | No activity (*)
S.A. (ACSA) Aena ,
Ernesto Cortissoz Airport - 40 - DesarrPIIo Equity
X X Internacional, method
Barranquilla — Colombia S.M.E, SA.
1)
Aerocali, S.A. Alfonso Operation of Cali
Bonilla Aragdn Cali Airport. De?ae:'ZIIo Equity
Airport - Colombia (1) - 50 7,887 .
Internacional, method
S.M.E., S.A.

Companies audited by other auditors
(*)The Barranquilla airport concession ended in 2012.

At 31 December 2017 and 2016, none of the associates were listed on a stock market.

The General Meeting of Shareholders of the associate company Aeropuertos Mexicanos del Pacifico, S.A.P.l. de C.V.
held on 9 May 2017 approved a reduction of share capital in its variable part by 340,000 thousand shares, leaving it set
at 1,903,350 thousand Mexican pesos. As a result of this transaction, the Group has recognised a cash receipt of 5,376
thousand euros, reduced the shareholding in the associate by 4,734 thousand euros and recorded the difference as a
result of this transaction in equity. This transaction has not generated changes in the shareholding percentage (see
Note 9).

On 28 April 2016 the General Meeting of Shareholders of the associate company Aeropuertos Mexicanos del Pacifico,
S.A.P.l. de C.V. approved a reduction of share capital in its variable part by 135,000 thousand shares, leaving it set at
2,243,350 thousand Mexican pesos. As a result of this transaction, the Group recognised a cash receipt of 2,296
thousand euros, reduced the shareholding in the associate by 1,457 thousand euros and recorded the difference as a
result of this transaction in equity. This transaction did not generate changes in the shareholding percentage (see Note
9).

On 29 May 2014, the subsidiary Aena Desarrollo Internacional, S.M.E., S.A. purchased 63,000 Aerocali, S.A. ordinary
shares. As a result of this acquisition the Group came to hold a 50% interest in the company. The amount paid for this
acquisition came to 2,036 thousand euros. In accordance with the analysis conducted by the Group’s management, with
this acquisition it would not obtain control of the investee due to the existence of joint control, which is why in 2016
and 2017 it continued to use the equity method with the change in the shareholding percentage since the acquisition of
the new shares.

On 24 February 2006, Grupo Aeroportuario del Pacifico, S.A. (a company in which AMP has invested) was listed on the
Mexican and New York stock markets through an IPO carried out by the Mexican Government (former owner of the
remaining 85% of the share capital). In addition, Aeropuertos Mexicanos del Pacifico acquired 2.296% of Grupo
Aeroportuario del Pacifico, S.A. on the stock market for 286,297,895 Mexican pesos (MXN), thereby increasing its stake
to 17.296% of its share capital. In May 2008, 640,000 shares were acquired on the stock market for 26,229,376 Mexican
pesos (MXN), representing 0.11396%, thereby raising the stake held by Grupo Aeroportuario del Pacifico, S.A. to
17.40996%. The average acquisition price for the shares that Aeropuertos Mexicanos del Pacifico holds in Grupo
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Aeroportuario del Pacifico comes to 23.12 Mexican pesos (MXN), while the listed value at 31 December 2017 was
202.00 Mexican pesos (MXN) 2016: 170.48 Mexican pesos (MXN)).

The Group also estimates the recoverable amount of the aforementioned investment in AMP as the current value of
future cash flows arising from it, taking into account the estimates included in the business plan drawn up by Grupo
Aeroportuario del Pacifico, S.A.B. de C.V. (GAP), the main asset of AMP, as well as income from the management
contracts between the two companies. By applying discount rates consistent with recent historical experience, a
recoverable amount is obtained that exceeds the cost recorded by the Group. The latter has carried out, in 2017 and
2016, a sensitivity analysis for the calculation of the recoverable amount according to the changes in key assumptions
and has compared the results obtained with recent transaction amounts for the buying and selling of airports. On the
basis of the foregoing, the Group’s management considers that the recoverable amount calculated, at 31 December
2017 and 2016, is greater than the acquisition cost of the aforementioned investment in AMP.

In compliance with Article 155 of the Corporate Enterprises Act, the Group has notified all of these companies that it
holds an interest of more than 10% either directly or indirectly.

All the associates close their financial year on 31 December.

During 2017, the subsidiary Aena Desarrollo Internacional S.M.E., S.A. has collected dividends from associates
amounting to 16,630 thousand euros (2016: 15,609 thousand euros).
2.3 Comparison of information

During the year ended 31 December 2017 there have been no changes in significant accounting policies with respect to
the policies applied in 2016, as explained in note 2.1.2.

Notwithstanding the foregoing, the segmented information for the period ended 31 December 2017 which is broken
down in Note 5 has been prepared in accordance with the cost allocation criteria established by the DORA approved on
27 January 2017 for regulatory purposes as indicated in that note.

For the purposes of comparing information, the amount of - 44,472 thousand euros that was shown in 2016 in
"Gains/(Losses) due to interest rate derivatives: interest rate hedge" under "Other net financial income/(expenses)” has
been restated under “Financial expenses” (Note 31) in accordance with current accounting regulations.

2.4 Transactions denominated in foreign currency

a) Functional and presentation currency

The items included in the consolidated financial statements of each of the Group’s companies are measured using the
currency of the principal economic environment in which the company operates (“functional currency”). The
consolidated financial statements are presented in thousands of euros. The euro is the functional and presentation
currency of Aena S.M.E., S.A.

b) Transactions and balances

Transactions in foreign currency are translated to the functional currency using the exchange rates in force on the
transaction dates. Foreign currency gains and losses resulting from the settlement of these transactions and the
translation at year-end exchange rates of monetary assets and liabilities denominated in foreign currency are
recognised in the income statement, except when deferred in other comprehensive income as cash flow hedges or net
investment hedges. Gains and losses on exchange differences relating to loans and cash and cash equivalents are
presented in the consolidated income statement under “Other net financial income/ (expenses)”. All other gains or
losses on exchange differences are presented in the same line item.
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The conversion of the results obtained by equity method consolidated companies to the presentation currency is done
by converting all assets, rights and obligations at the exchange rate in force at the date on which the consolidated
financial statements are closed and converting the items in the consolidated income statement for each foreign
company to the presentation currency using the average annual exchange rate, which is calculated as the mathematical
average of the average exchange rate in each of the 12 months of the year which do not differ significantly from the
exchange rate in force on the transaction date. The difference between equity, including income calculated as indicated
in the preceding point, converted using the historic exchange rate and the net equity position that results from the
conversion of assets, rights and obligations is recognised as a positive or negative figure, as applicable, under equity in
“Foreign exchange differences”.

Group entities

The results and the financial position of all the Group’s entities (none of which have the currency of a hyperinflationary
economy) whose functional currency is different from the presentation currency are translated into the presentation
currency as follows:

(i) The assets and liabilities of each balance sheet presented are converted at the closing exchange rate on the
balance sheet date;

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

(iii) All the resulting translation differences are recognised in other comprehensive income.

Adjustments to goodwill and fair value that arise in the acquisition of a foreign entity are treated as assets and liabilities
of the foreign entity and are converted at the closing exchange rate. The exchange differences that arise are recognised
in “Other comprehensive income”.

2.5 Property, plant and equipment

Land and buildings mainly relate to airport infrastructure. Property, plant and equipment is recognised at acquisition or
production cost, adjusted for accumulated depreciation and for any impairment losses that are applicable. Historic cost
includes the expenses directly attributable to purchases of property, plant and equipment.

The Group capitalises the initial estimate of the cost of refurbishing the site on which it stands as an increase in fixed
assets when these are obligations incurred as a result of using the item. Thus all the obligations envisaged for carrying
out noise insulation and soundproofing of residential areas in order to comply with current legislation on noise
generated by airport infrastructures are capitalised as an increase in airport assets (see Note 23 with regard to the
provision of noise insulation).

Subsequent costs are included in the asset’s carrying value or recognised as a separate asset, as applicable, only when it
is probable that the future economic benefits associated with the asset will flow to the Group and the cost of the asset
may be reliably determined. The carrying value of the replaced component is derecognised. All other repair and
maintenance expenses are charged to the income statement in the financial year in which they are incurred. Work
carried out by the Group on its own property, plant and equipment is measured at production cost and is stated as an
ordinary income item in the income statement.

Land is not depreciated. The depreciation of other property, plant and equipment components is calculated on a
straight-line basis during their estimated useful lives as follows:

. Buildings 12-51 years
- Technical installations 4-22 years
. Machinery 5-20 years
. Other installations 6-12 years
. Furniture 4-13 years
- Other property, plant and equipment 5-7 years
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Airport assets are depreciated on a useful life basis as shown below:

. Passenger and cargo terminals 32-40 years

. Airport civil engineering 25-44 years

. Terminal equipment 4-22 years

. Transport of passengers between 15-50 years
terminals

. Airport civil engineering equipment 15 years

The assets’ useful lives are reviewed, and adjusted if need be, on each balance sheet date.

When an asset’s carrying value is greater than its recoverable amount, its carrying value is immediately written down to
its recoverable amount (Note 2.8).

Gains and losses on the sale of property, plant and equipment are calculated by comparing the income obtained with
the carrying value of such property, plant and equipment and are recognised in the income statement under
“Impairment and gains/(losses) on disposal of assets”.

2.6 Intangible assets
a) Goodwill

Goodwill arises in the acquisition of subsidiaries and is equivalent to the excess of the consideration transferred, the
amount of any non-controlling interest in the acquiree and the fair value on the acquisition date of any prior
shareholding in the equity of the acquiree over the fair value of the identifiable net assets acquired. If the total of the
consideration transferred, the recognised non-controlling interest and the previously maintained shareholding
measured at fair value is less than the fair value of the net assets of the subsidiary acquired, in the case of an acquisition
on extremely favourable terms the difference is recognised directly in the income statement.

In order to carry out the tests for impairment losses, goodwill acquired in a business combination is assigned to each of
the cash-generating units, or groups of cash-generating units, which are expected to benefit from the synergies of the
combination. Each unit or group of units to which goodwill is allocated represents the lowest level within the entity for
which goodwill is controlled for internal management purposes. Goodwill is controlled at the operating segment level.

Reviews of the impairment losses in goodwill value are conducted annually or more frequently if events or changes in
circumstances indicate a potential impairment loss. The carrying value of the CGU that includes goodwill is compared
with the recoverable amount, which is the value in use or the fair value minus costs to sell, whichever is higher. Any
impairment loss is recognised immediately as an expense and is not subsequently reversed.
b) Software

This line item records the amounts paid with respect to the acquisition and development of software.

Software licences acquired are capitalised based on the acquisition costs incurred and the costs arising from installing
the specific software ready for use. Development costs directly attributable to the design and testing of software which
is identifiable, original and can be controlled by the Group are recognised as intangible assets when the following

conditions are met:

e |t is technically possible to complete production of the intangible asset so that it will be available for use or
sale;

e The Group intends to complete the intangible asset in question to use or sell it;
e  The Group has the capacity to use or sell the intangible asset;

e The way in which the intangible asset will generate probable profits in the future can be demonstrated;
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e Adequate technical, financial or other types of resources are available to complete the development and to
use or sell the intangible of asset; and

e Payments attributable to the intangible asset may be reliably measured.

Attributable direct costs that are capitalised as part of the software include employee costs for developing such
software and an appropriate percentage of relevant overheads.

Expenses that do not meet these criteria are recognised as an expense at the time when they are incurred. Payments
for an intangible asset initially recognised as an expense for the year are not subsequently recognised as intangible
assets.

Software is amortised over its estimated useful life which is not normally any longer than six years.

Expenses associated with maintaining software are recognised as an expense as they are incurred.

c) Development expenses

Development expenses are individualised by projects, are capitalised based on studies that support their viability and
financial profitability, and are reviewed on an annual basis during the time the project is being developed when they
meet the following criteria:

e |tis likely that the project will be successful (taking into consideration its technical and commercial viability)
such that the project will be available for use or sale;

e ltis likely that the project will generate future profits in terms of both external and internal sales;
e The Group has the intention of completing the project in question to use or sell it;
e The Group has the capacity to use or sell the intangible asset;

e Adequate technical, financial or other types of resources are available to complete the development and to
use or sell the intangible of asset; and

e |ts costs may be reliably estimated.
In the event of any change in the circumstances that enabled a project to be capitalised, the accumulated cost is
assigned to the income statement. Capitalised development expenses are amortised over their useful life which is

estimated to be 4 years. Research costs are recognised as an expense in the year in which they are incurred.

d) LLAH Il service concession

The service concession arrangement for London Luton Airport (property of Luton Borough Council) is not subject to
IFRIC 12 since this airport’s charges are not subject to regulated prices. This arrangement is recorded as an operating
lease in accordance with IAS 17. The related intangible asset is amortised on a straight-line basis throughout its
remaining useful life. The remaining useful life of this intangible asset is calculated based on the expiry date of this
service concession arrangement which is 2031.

e) Service concessions
See Note 2.24

f)  Other intangible fixed assets

As other intangible fixed assets the Group mainly capitalises the airports’ Master Plans and the studies associated with
them, and they are amortised over 8 years.
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2.7 Investment properties

Investment properties consist of land, buildings, other structures and areas outside the Group’s airport terminals that
are held to obtain non-current income and are not occupied by the Group. The items included under this heading are
measured at acquisition cost net of accumulated depreciation and any impairment losses.

Depreciation is applied to investment properties on a straight line basis in accordance with the estimated useful lives of
the assets concerned.

Years
Buildings and warehouses 32-51
Technical installations 15

2.8 Impairment of non-financial assets

Assets that have an indefinite useful life and intangible fixed assets that are not in a condition to be used are not subject
to amortisation and are tested annually for impairment. Property, plant and equipment and intangible assets subject to
depreciation/amortisation are subject to impairment reviews provided that some event or change in circumstances
indicates that their carrying value may not be recoverable. Impairment losses are recognised for the carrying value of
the asset that exceeds its recoverable amount. The recoverable amount is determined as fair value net of costs to sell
and value in use, whichever is higher.

Aena S.M.E., S.A. deems that all its assets are cash flow generators. For the purposes of assessing impairment losses,
assets are grouped together at the lowest level for which there are separately identifiable cash flows (cash-generating
units).

Throughout the parent Company’s history, the determination of cash-generating units has been influenced by the
regulation applicable in each period and the mechanisms for establishing the airport charges associated with the assets
included in these cash-generating units.

As of fiscal year 2011, the legislation applicable to airport charges has been Act 1/2011 which regulates the
determination of the airport charges associated with the assets assigned to airport activity, establishing a single till
principle for recovery of the assets and only considering in the calculation of airport charges the investments and costs
of the network of airports as a whole, including commercial activities inside airport terminals, although excluding car
parks and other off-terminal services.

This initial regulatory framework was amended in Royal Decree Act 20/2012, of 13 July, on measures to ensure
budgetary stability and foster competitiveness, in which Title VI amends the formula for updating the airport charges
received by Aena Aeropuertos, S.A., so that income, expenses and investments derived from commercial services and
activities that are not strictly aeronautical are not included for the purpose of determining airport charges. This Royal
Decree establishes as a substantial change the progressive decoupling of commercial activities from the determination
of airport charges through the application of a weighting coefficient (2014: 80%, 2015: 60%, 2016: 40%, 2017: 20% and
2018: 0%). As a result, starting in 2018 the dual till system will apply entirely.

Until fiscal year 2015, the management of the parent Company had identified cash-generating units in the individual
assets that make up the off-terminal services segment (which is composed mainly of each of the real estate assets and
the car parks considered as a whole), in the financial investments and in the airport network for the Airports segment
(which consists of the infrastructure assigned to aeronautical activity and the commercial areas included in it).

The establishment of the “progressive dual till” with Royal Decree Act 20/2012, of 13 July, on measures to ensure
budgetary stability and foster competitiveness, and Act 18/2014 referred to above (see Note 1) breaks the connection
of commercial activities within the terminal with the establishment of airport charges, particularly from 2016 onwards
in which most (60%) of the commercial costs and income of such activities is not included in the calculation of airport
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charges. As a result, the value judgement that underlay all airports, including commercial areas, being treated as a
single cash-generating unit due to the interrelationship of the cash flows of both activities had to be reconsidered
starting in 2016.

The analysis carried out for this purpose concluded that the commercial activity within the terminal should continue to
be part of the cash-generating unit of the airport network together with aeronautical activity. Among other reasons this
was firstly because of the high interdependence of income between the two activities and the existence of a single
asset shared by both activities due to the legal impossibility of disposing of, selling or splitting airport assets; and
secondly, and for the same reasons, it is also concluded that activity corresponding to the “car park network”, until
2015 included in the cash-generating unit and segment of “Off-terminal services” and as it is not included in the single
till, should from 2016 onwards become part of the cash-generating unit and the segment of the “airports network”
within the “Commercial” sub-segment. As a consequence, in 2016 the segment and the cash-generating unit of “Off-
terminal services” was renamed “Real estate services” as it is constituted exclusively by each of the real estate assets.

As regards the calculation of the recoverable value, the procedure implemented by the Company’s management to
perform impairment tests at the cash-generating unit level, where appropriate, is as follows:

- Management prepares a business plan on an annual basis that generally covers a period of five years, including
the current year. The main components of this plan, on which the impairment tests are based, are as follows:

. Projected results.
. Projected investments and working capital.

These projections take into account the financial projections included in the Airport Regulation Document (DORA) for
the period 2017-2021 (see Note 3).

- Other variables that influence the recoverable value calculation are:

. Discount rate to be applied, where this is the weighted average cost of capital, and the main variables
that influence its calculation are the cost of liabilities and the specific of risks affecting the assets.

. The cash flow growth rate used to extrapolate the cash flow projections beyond the period covered by
the budgets or projections.

- The business plans are prepared based on the best estimates available and are approved by the Board of
Directors.

In the event that an impairment loss has to be recognised, the parent Company reduces the assets of the cash-
generating unit in proportion to their carrying value down to the recoverable value of that unit. Impairment is charged
against the income statement.

The possible reversal of impairment losses affecting the value of non-financial assets is analysed at all dates on which
financial information is reported. When an impairment loss is subsequently reversed, the carrying value of the cash-
generating unit is increased up to the limit of the carrying value that the unit’s assets would have had at that time if the
impairment had not been recognised. This reversal is classified in the same line in which the impairment loss was
originally recognised.

2.9 Borrowing costs
Borrowing costs incurred for the construction of any qualifying asset are capitalised over the period of time needed to

complete and prepare the asset for its intended use. Other borrowing costs are recorded under expenses in the year
when they are incurred.
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2.10 Financial assets

The Group classifies its financial assets in the following categories: financial assets at fair value through profit or loss,
loans and receivables and available-for-sale financial assets. The classification depends on the purpose for which the
financial assets were acquired. Management classifies its investments at the time of initial recognition.

Routine acquisitions and disposals of financial assets are recognised on the trading date, i.e., on the date the Group
undertakes to acquire or sell the asset.

Financial assets are removed from the balance sheet when the rights to receive cash flows from them have expired or
have been transferred and the Group has substantially transferred all the risks and advantages deriving from owing
them.

Financial assets and liabilities are offset and the net amount is recognised in the balance sheet when there is the legal
right to offset the recognised amounts and the Group has the intention of settling at the net amount or simultaneously
realising the asset and cancelling the liability. During 2017 and 2016 the Group has not offset financial assets and
liabilities because the requirements for doing so were not met.

a) Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are financial assets which are held for trading. A financial asset is
classified under this category if it is acquired mainly for the purpose of being sold in the immediate future. Derivatives
are also categorised as held-for-trading unless they are designated as hedge instruments. The assets in this category are
classified as current assets if they are expected to be liquidated within twelve months. If not, they are classified as non-
current assets.

Financial assets at fair value through profit and loss are initially and subsequently recognised at their fair value,
excluding transaction costs, which are charged to the income statement. Gains and losses arising from changes in the
fair value of the financial assets at fair value through profit or loss category are included in the income statement under
“Other net financial revenue/(expense)” in the period in which they arise.

b) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted on
an active market. They are included in current assets, except for assets maturing in more than 12 months from the
balance sheet date which are classified as non-current assets. “Loans and receivables” from the Group include the
balance sheet items “Trade receivables” and “Cash and cash equivalents in the balance sheet” (Notes 2.13 and 2.14).

Investments in “Loans and receivables” are initially recognised at fair value plus transaction costs. Loans and receivables
are subsequently recognised at their amortised cost in accordance with the effective interest rate method. Interest
calculated using the effective interest rate method is recognised in the income statement under the heading “Financial
income”.

At the balance sheet date, the Group assesses whether there is objective evidence of impairment losses with respect to
a financial asset or group of financial assets. A financial asset or group of financial assets is impaired, and an impairment
loss arises, if and only if there is objective evidence of the impairment as a result of one or more events taking place
after the initial recognition of the asset and this event (or events) causing the loss has an impact on the future
estimated cash flows relating to the financial asset or group of financial assets that may be reliably estimated.

The evidence for impairment losses includes indications that debtors or groups of debtors are undergoing significant
financial difficulties, defaults or delays in the payment of interest or principal, the likelihood they will become bankrupt
or undergo any other financial reorganisation, and when observable data indicate that there is a measurable decline in
future estimated cash flows, such as changes in payment conditions or in financial conditions that may correlate with
defaults.

For “Loans and receivables”, the amount of the impairment loss is measured as the difference between the carrying
value of the asset and the present value of the future estimated cash flows (excluding future credit losses that have not
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been incurred) discounted at the original effective interest rate of the financial asset. The carrying value of the asset is
reduced and the amount of the loss is recognised in the consolidated income statement.

If subsequently the amount of the impairment decreases and the decrease can be objectively attributed to an event
occurring after the impairment was recognised (such as an improvement in the debtor’s credit rating), the reversal of

the impairment previously recognised will be recorded in the consolidated income statement.

c) Avadilable-for-sale financial assets

Available-for-sale financial assets are non-derivative financial assets that are either designated in this category or not
classified in any of the other categories. They are included under non-current assets unless they mature within 12
months of the balance sheet date or if management has the intention of disposing of the investment within that period.

Investments in “Available-for-sale financial assets” are initially recognised at fair value plus transaction costs.

Available-for-sale financial assets are subsequently recognised at their fair value and any changes in the fair value are
recorded under “Other comprehensive income”, provided that it is possible to reliably determine the aforementioned
fair value. If this is not the case, they are stated at their cost net of impairment losses.

When financial assets classified as “Available-for-sale financial assets” are disposed of or suffer impairment, the
accumulated adjustments to fair value recognised under “Other comprehensive income” are included in the income
statement as “Other net financial income / (expenses)”. Dividends from available-for-sale equity instruments are
recognised in the income statement under “Financial income” when the Group’s right to receive the payment is
established.

At the end of each accounting period the Group evaluates whether or not there is objective evidence that a financial
asset or group of financial assets classified in this category has become impaired. In the case of financial investments in
equity instruments classified as “Available-for-sale financial assets”, a significant or prolonged decline in the fair value
of the instrument to a point below its cost is also considered to be evidence that the asset has become impaired. If
there is any evidence of this type for available-for-sale financial assets, the cumulative loss, which is measured as the
difference between the acquisition cost and current fair value net of any impairment loss in the financial asset
previously recognised in the income statement, is eliminated from equity and recognised in the income statement.
Impairment losses on equity instruments recognised in the consolidated income statement are not reversed in the
consolidated income statement. If in a subsequent period the fair value of a debt instrument classified as available-for-
sale increases and the increase may be objectively attributed to an event taking place after the impairment loss was
recognised in the income statement, the impairment loss will be reversed in the consolidated income statement.

2.11 Derivative financial instruments and hedges

The Group uses derivative financial instruments fundamentally to hedge against changes in interest rates. Derivative
financial instruments are initially stated at their fair value at the date on which the relevant contract is concluded.
Subsequent to initial recognition, they are again measured at their fair value. The method of recognising the resulting
gain or loss from changes in fair value depends on whether the derivative is designated as a hedging instrument, and if
so on the nature of the item being hedged. The Group designates certain derivatives to be hedges for a specific risk
associated with a recognised asset or liability or a highly likely expected transaction (cash flow hedges).

At the beginning of the transaction the Group documents the relationship between hedging instruments and hedged
items as well as its risk management objective and strategy for undertaking various hedge transactions.

The Group also documents its evaluation, both at the beginning and on a continuous basis, as to whether the
derivatives that are being used in the hedge transactions are highly effective to offset changes in the effective flows
from the hedged items, i.e., it may be expected that changes in cash flows from the hedged item will be nearly
completely offset by those from the hedging instrument and that retrospectively the results obtained from the hedge
have ranged from 80% to 125% with respect to the results obtained from the hedged item.

The effective portion of changes in the fair value of derivatives that are designated and specified as cash flow hedges is

recognised in “Other comprehensive income”. The gain or loss relating to the ineffective portion is recognised
immediately under “Other net financial income / (expenses)” in the income statement.
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Accumulated equity amounts are reclassified to the income statement in the periods in which the hedged item affects
income. The gain or loss on the effective part of interest rate swaps which cover variable interest rate loans is
recognised in the income statement under “financial expenses”. However, when the planned transaction that is hedged
results in the recognition of a non-financial asset, the gains and losses previously deferred in equity are transferred
from equity and included in the initial measurement of the cost of the asset.

When a hedging instrument expires or is sold or when the requirements for hedge accounting are no longer met, any
accumulated gain or loss in equity up until that moment remains in equity and is recognised when the planned
transaction is finally recognised in the income statement. When it is expected that the planned transaction will not take
place in the end, the gain or loss accumulated in equity is transferred immediately to the income statement under
“Other net financial income / (expenses)”.

2.12 Inventories

Inventories mostly include spare parts and sundry materials located in the parent Company’s central warehouses and
logistical support depot and they are measured at cost or their net realisable value, whichever is lower. Cost is
determined using the average weighted cost method. Acquisition cost is determined based on the historical price for
the items identified in the purchase orders. The net realisable value is the estimated sale price in the ordinary course of
business net of applicable variable costs to sell.

2.13 Trade receivables
“Trade receivables” are amounts owed by customers for the sale of goods or services rendered during the normal
course of operations. If the receivable is expected to be collected within one year or less, it is recognised under current

assets. Otherwise they are presented as non-current assets.

“Trade receivables” are recognised initially at their fair value and subsequently measured at their amortised cost using
the effective interest method, net of the provision for impairment (see Note 2.10.b).

2.14 Cash and cash equivalents

“Cash and cash equivalents” include cash, demand deposits at credit institutions, other current highly liquid
investments with an original maturity of three months or less, and bank overdrafts. Bank overdrafts are classified as
borrowings in current liabilities on the balance sheet.

2.15 Share capital

The Company’s ordinary shares are classified as equity (Note 16).

Incremental costs directly attributable to the issue of new shares or options are presented in equity as a deduction, net
of taxes, from the income obtained.

When a Group company acquires Company shares (treasury shares), the consideration paid, including any directly
attributable incremental cost (net of income tax), is deducted from equity attributable to the Company’s equity holders
through to redemption, reissue or disposal. When these shares are subsequently reissued, any amount received, net of
any incremental cost of the transaction which is directly attributable and the corresponding income tax effects, is
included in equity attributable to the Company’s equity holders.

2.16 Trade payables
“Trade payables” are payment obligations for assets or services that have been acquired from suppliers during the
normal course of operations. “Trade payables” are classified as current liabilities if the payments fall due in one year or

less. Otherwise they are presented as non-current liabilities.

Trade payables are initially carried at their fair value and subsequently they are measured at their amortised cost using
the effective interest rate method.
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Prepayments received from customers are recognised at fair value as liabilities under the heading “Prepayments from
customers”. Those with maturities greater than one year are presented as non-current liabilities under the heading
“Other non-current liabilities”.

2.17 Borrowings

Borrowings are recognised initially at fair value, net of the transaction costs incurred. Subsequently, borrowings are
recognised at their amortised cost. Any differences between the funds obtained (net of costs required to obtain them)
and their repayment value are recognised in the income statement over the life of the loan using the effective interest
method.

Any commissions paid for obtaining lines of credit are recognised as loan transaction costs to the extent that it is likely
that some or all of the line of credit will be drawn down. In these cases the commissions are deferred until the line of
credit is drawn down. Insofar as it is not likely that the line of credit will be drawn down in whole or in part, the
commission is capitalised as an advance payment for liquidity services and amortised over the period during which the
line of credit is available.

Borrowings are classified as current liabilities unless there is an unconditional right to defer settlement for at least 12
months as from the consolidated statement of financial position date.

2.18 Current and deferred taxes

Income tax expense for the year consists of current and deferred taxes. Tax is recognised in the income statement,
except to the extent that it relates to items that are recognised in the other comprehensive income statement or
directly under equity. In this case tax is also recognised under other comprehensive income or directly under equity,
respectively.

Current tax is the amount that the Company pays as a result of the tax returns it files for income tax for a particular
financial year. Current tax expense is calculated based on the laws that have been approved or are about to be
approved at the balance sheet date. Tax credits and other tax benefits applicable to tax due, excluding withholdings and
prepayments and tax loss carry forwards from previous years applied in the current year, result in a reduction in current
tax.

Management regularly evaluates the positions held with respect to tax returns as they relate to situations in which
applicable tax legislation is open to interpretation, and when appropriate creates provisions based on the amounts that
are expected to be paid to the tax authorities.

Deferred tax is recognised according to the balance sheet method for temporary differences arising between the tax
bases of assets and liabilities and their carrying values in the consolidated financial statements. However, deferred
taxes are not recognised if they arise from the initial recognition of an asset or liability in a transaction other than a
business combination which at the time of the transaction has no effect on accounting profit or loss or on the tax gain
or loss. Deferred tax is determined using tax rates that have been enacted or are about to be enacted on the balance
sheet date and are expected to apply when the related deferred tax asset is realised or the deferred tax liability is
settled.

Deferred tax assets are recognised only to the extent that future tax benefits are expected to arise against which
temporary differences can be offset. Recognised deferred tax assets are reassessed at the end of each reporting period
and the appropriate adjustments are made to them to the extent that there are doubts as to their future recoverability.
Likewise, deferred tax assets not recognised in the balance sheet are also reviewed at the end of each reporting period
and are recognised insofar as their recovery with future tax benefits becomes probable.

Deferred tax is recognised on temporary differences arising on investments in subsidiaries and associates, except for
those deferred tax liabilities where the timing of the reversal of the temporary differences is controlled by the Group

and it is probable that they will not reverse in the foreseeable future.

Deferred tax assets and deferred tax liabilities are offset if, and only if, there is a legally recognised right to offset
current tax assets against current tax liabilities and when the deferred tax assets and deferred tax liabilities derive from
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income tax relating to the same tax authority and affect the same company or taxpayer or different companies or
taxpayers that intend to settle current tax assets and liabilities at their net amount.
2.19 Provision for employee benefit obligations (Note 22)

The Group has post-employment commitments (pension plans) and other long-term defined contribution and defined
benefit compensation commitments with employees:

a) Long-term employment commitments

- Defined contribution plans

A defined contribution post-employment commitment is an obligation under which the Group makes fixed
contributions to a fund and will not have any legal or implicit obligation to make additional contributions if
the fund does not hold sufficient assets to pay all employees the benefits for services rendered in the current
year and prior years. For defined contribution commitments, the Group pays contributions to publicly or
privately administered pension insurance plans on a mandatory, contractual or voluntary basis. The Group has
no further payment obligations once the contributions have been paid.

- Defined benefit plans

A defined contribution employee benefit commitment is an obligation that establishes the amount of the
benefit that will be received by an employee at the time of retirement, normally on the basis of one or more
factors such as age, years of service or compensation.

The liability recorded in the balance sheet with respect to defined benefit commitments is the present value of the
obligation accrued at the balance sheet date, net of the fair value of the plan’s assets. Defined benefit obligations are
calculated on an annual basis by independent actuaries using the projected credit unit method. The current value of the
defined benefit obligation is determined by discounting the estimated future cash flows using interest rates of high
quality corporate bonds denominated in the currency in which such benefits are to be paid, and with similar maturities
to those of the corresponding defined benefit obligation.

For post-employment plans, actuarial gains and losses that arise from adjustments applied due to experience and
changes in actuarial assumptions are recognised in equity under “Other comprehensive income” in the period in which
they arise. Past service costs are recognised immediately in the income statement.

The expected cost for other long-term benefits that are not post-employment accrues over the term of employment of
the employees using the same accounting method that is used for defined benefit pension plans. Actuarial gains and
losses that arise from adjustments applied due to experience and changes in actuarial assumptions are charged and
credited in the consolidated income statement in the period in which they arise. These obligations are measured on an
annual basis by qualified independent actuaries.

Specifically, the Group records the following long-term employment commitments:

Length of service awards

Article 138 of the 1st Collective Bargaining Agreement for the Aena Group of Companies (public business entity Enaire
and Aena, S.M.E., S.A.) stipulates length of service awards for services effectively rendered for a period of 25, 30 or
more years. The Company makes provision for the present value of the best possible estimate of future commitments
based on an actuarial calculation.
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The most relevant assumptions taken into account to obtain the actuarial calculation are as follows:

31-12 -2017 31-12 -2016
Technical interest rate 1.43% 1.42%
Salary increases 20% 2.0%
Mortality table PERM/F 2000 N PERM/F 2000 N
Financial system used Individual capitalisation Individual capitalisation
Accrual method Projected Unit Credit Projected Unit Credit
Retirement age According to Act 27/2011 According to Act 27/2011
Disability tables MO 77 MO 77

Early retirement awards

Article 154 of the 1st Collective Bargaining Agreement for the Aena Group of Companies (public business entity Aena
and Aena, S.M.E., S.A.) stipulates that any employee between the ages of 60 and 64 who is entitled to do so under
current provisions may take voluntary early retirement and will receive an indemnity which taken together with the
vested rights in the pension plan at the time the employment contract is terminated is equal to four monthly base
salary payments and the length of service bonus for each year remaining until they reach the age of 64 or the relevant
prorated amount.

In 2004 the early retirement awards were outsourced by taking out a single payment life insurance policy with Mapfre
Vida on 25 March 2004. Currently, pension obligations are insured through Group Life Insurance policies. The Company
makes provision for the present value of the best possible estimate of future commitment obligations based on an
actuarial calculation.

The main actuarial assumptions used are as follows:

31-12 -2017 31-12 -2016
Technical interest rate 1.48% 1.57%
Long-term salary growth 2.00 % 1.00% (2% following years)
Yield on Defined Contribution Fund 4.00 % 4.00 %
Rate guaranteed by Mapfre 3.1% 3.1%
Mortality table PERM/F 2000 N PERM/F 2000 N
Financial system used Individual capitalisation Individual capitalisation
Accrual method Projected Unit Credit Projected Unit Credit
Retirement age Between 60-63 years and Between 60-63 years and 11
11 months months

Pension plans

Under the Collective Bargaining Agreement, the Group has to have in place a defined contribution pension plan.
However, Act 3/2017, of 27 June, and Act 48/2015, of 29 October, on the GSB for 2017 and 2016, respectively, provide
that public enterprises cannot make contributions to employee pension schemes or group insurance policies that
include coverage of the contingency of retirement, and hence the provision of the Collective Agreement has not been
applicable in 2017 and 2016 (see Note 22.c).

London Luton Airport Operations Limited (LLAOL) pension plans

Until 31 January 2017 LLAOL had a defined benefit pension plan, the London Luton Airport Pension Scheme ("LLAPS"),
whose assets are owned and managed by funds legally separate from LLAOL. This plan was turned into a defined
contribution pension plan (See Note 22.d).
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The main actuarial assumptions used in the valorations are as follows:

31-12-2017 31-12-2016
Technical interest rate 2.40% 2.55%
Inflation 3.10% 3.15%
Pension growth rate 2.90 % 295 %
Accrual method Projected Unit Credit Projected Unit Credit
Retirement age 65 years 65 years

Under IAS 19 requirements, the 2.40% discount rate used is based on the market interest rate of high quality corporate
bonds and maturity years consistent with the expected maturity of the post-employment obligations.

Length of service at 65 years of age for current pensioners (years):
- Men: 21.9; 2016: 21.8)
- Women: 24.1; 2016: 23.9)
Length of service at 65 years of age for future pensioners, currently aged 45 (years):
- Men: 23.6; 2016: 23.5)
- Women: 26.0; 2016: 25.8)

b) Termination benefits

Termination benefits are paid to employees when the Group decides to terminate their employment agreement before
the normal retirement date or whenever an employee accepts voluntary separation in exchange for these benefits. The
Group recognises these benefits on the first of the following dates: (a) when the Group can no longer withdraw the
offer of such benefits; or (b) when the entity recognises restructuring costs under IAS 37 and this entails the payment of
the termination benefits. When an offer is made to encourage voluntary separation, the termination benefits are
determined based on the number of employees that are expected to accept the offer. Benefits which are not going to
be paid within 12 months from the balance sheet date are discounted at their present value.

2.20 Provisions and contingent liabilities

Provisions are recognised when the Group has a present obligation, whether legal or implicit, as a result of a past event;
it is likely that there will have to be an outflow of resources which include future economic benefits to settle the
obligation; and the amount of the obligation can be reliably estimated.

The amounts recognised in the consolidated statement of financial position correspond to the best estimate at the
closing date of the disbursements necessary to meet the present obligation, once the risks and uncertainties related to
the provision and the financial effect produced by the discount when it is significant have been considered, provided
that the disbursements to be made in each period can be reliably determined. The discount rate is determined before
taxes considering the time value of money and the specific risks that have not been considered in the future flows
related to the provision at each closing date. The increase in the provision due to the passage of time is recognised as
an interest expense.

Provisions are not recognised for future operating losses.

When there is a number of similar obligations, the probable need for an outflow to settle the obligation is determined
taking into account the class of obligations as a whole. A provision is recognised even if the probability of an outflow
with respect to any item included in the same class of obligations may be regarded as remote.

Under the accounting policy set out in Note 2.5, the corresponding environmental provisions are made (in particular the
provision for sound insulation), with a balancing entry of an increase in fixed assets, for the amount of the initial
estimate of the costs of refurbishing the site on which the fixed asset items stand when they constitute obligations
incurred by the Group as a result of using these items. Likewise, the provision for expropriations records the best
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estimate of the amount relating to the difference between the valuations paid for the expropriation of land acquired for
the expansion of airports and the estimates of the prices that the Group might have to pay, considering that it is likely
that certain legal claims in progress regarding some of the valuations paid will be successful for the claimants (see Note
23).

Contingent liabilities represent potential obligations to third parties and existing obligations that are not recognised,
given that it is not likely that an outflow of cash will be required to satisfy that obligation or, where applicable, the
amount cannot be reasonably estimated. Contingent liabilities are not recognised in the consolidated statement of
financial position unless they have been acquired in return for payment as part of a business combination.

2.21 Revenue recognition

Ordinary revenue is measured at the fair value of the compensation received or to be received, and represents the
amounts receivable for goods sold net of discounts, refunds and value added tax. Ordinary income is recognised when
the income may be reliably measured, it is likely that the company will receive a future financial benefit and certain
conditions are met for each of the Group’s activities.

Ordinary revenue is recognised as follows:

e Sales of goods are recognised when a Group company has delivered the products to the customer, the
customer has accepted the products and the collectability of the relevant trade receivable is reasonably
assured.

e Sales of services are recognised in the reporting period in which the services are rendered, with reference to
the end of the specific transaction evaluated based on the actual service provided as a percentage of the total
service to be provided, when the income and costs relating to the service agreement and the extent to which
it has been completed may be reliably estimated and it is likely that the related receivables will be
recoverable. Where one or more of these service agreement items cannot be reliably estimated, income from
sales of services is recognised only up to the limit of the costs of the agreement incurred that are likely to be
recovered.

Rendering of services:

The majority of the Group's income is from the airport services provided, which mainly correspond to the use of airport
infrastructure by airlines and passengers (including airport charges and private prices). In addition, the Company has
commercial income that mainly consists of the rental of areas in airport terminals for stores, food and beverage outlets
and advertising and also off-terminal facilities such as the rental of premises and land, vehicle parking and rental cars.

Aeronautical (airport charges):

Airport charges are set pursuant to Act 1/2011, of 4 March, which establishes the State Operational Security
Programme for Civil Aviation and amends the Aviation Safety Act 21/2003, of 7 July. Furthermore, Article 68 of Act
21/2003 specifies the following items as airport charges:

e Use of runways at civil and joint-use airports and the airbases open to civil aircraft traffic and the rendering of
the services required for such use, other than ground handling of aircraft, passengers and cargo.

e Airport air traffic services provided by the airport operator, regardless of whether such services are rendered
through duly certified air traffic service providers that have been contracted by the airport operator and
designated for this purpose by the Ministry of Public Works.

e  Weather services provided by the airport operator, regardless of whether such services are rendered through
duly certified weather service suppliers and furthermore designated for this purpose by the Ministry of the
Environment and Rural and Marine Affairs.

e Inspection and screening services for passengers and luggage on airport premises as well as the resources,

facilities and equipment required for the provision of services for control and monitoring in aircraft

36



Aena S.M.E, S.A. and Subsidiaries — Consolidated financial statements 2017

(Amounts in thousands of euros unless otherwise stated)

movement areas, open access areas, controlled access areas and restricted security areas on the entire
airport grounds connected to airport charges.

e Airport facilities made available to passengers, and which are not accessible to visitors, in terminals, on
aprons and on runways which are required to perform their air transport contract.

e  Services that allow the general mobility of passengers and the necessary assistance to persons with reduced
mobility to allow them to travel between the point of arrival at the airport to the aircraft, or from the aircraft
to the exit, including boarding and disembarkation from the aircraft.

. Use of aircraft stand areas prepared for this purpose at airports.

e  Use of airport facilities to facilitate passenger boarding and disembarking for airlines using airbridges or the
mere use of an apron position that impedes the use of the airbridge by other users.

e  Use of airport premises for the transport and supply of fuel and lubricants, regardless of the means of
transport or supply.

e Use of airport premises to render ground assistance services that are not subject to any other specific
compensation.

Title VI of Royal Decree Act 20/2012, of 13 July, on measures to guarantee budgetary stability and encourage
competitiveness, amends the adjustment of the airport charges received by Aena Aeropuertos, S.M.E., S.A., in order to
change the formula used for updating and under which income, expenses and investments deriving from commercial
services and activities which are not strictly aeronautical are not included when calculating airport charges.

Notwithstanding the foregoing, in order to smooth the increase in airport charges it states that from 2014 and for a
period of five years and in order to obtain the regulated income required, the operating costs generated by activities
related to private prices in terminal areas will be added to the result provided by the formula while income from private
prices resulting from these terminal areas will be subtracted from it, in both cases using the K correction coefficient
which in 2014 is represented by 80% of commercial income, in 2015 by 60%, in 2016 by 40%, in 2017 by 20% and 0% in
2018.

On 5 July 2014, Royal Decree Act 8/2014, of 4 July, was published in the Official State Gazette (BOE) and subsequently
confirmed by Act 18/2014, of 15 October, enacting urgent measures for growth, competitiveness and efficiency. This
regulation sets out:

e The system governing the network of general interest airports as a service of general economic interest with
the objective of guaranteeing the mobility of the public and economic, social and territorial cohesion to
ensure the accessibility, adequacy and suitability of airport infrastructure capacity, the financial sustainability
of the network and the continuity and appropriate provision of basic airport services. Moreover, network
management ensures the financial sustainability of the airports included in the network by allowing support
for loss-making infrastructures under conditions of transparency, objectivity and non-discrimination.

e The closure or disposal of all or part of any airport facilities or infrastructures required to maintain the
provision of airport services is prohibited, unless authorised either by the Cabinet or by the Secretary of State
for Infrastructure, Transport and Housing depending on the amount concerned.

e Under regulations a procedure may be implemented making it possible to close down or sell any of the airport
facilities or infrastructures. Such regulatory implementation could also provide for transfers to the national
government of capital gains generated during the disposal process.

e  The Airport Regulation Document (DORA) is created with a five-year term and will determine Aena’s

maximum revenue per passenger in the period, quality conditions for the provision of services, the capacity of
facilities and the investments to be made.
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e  The income of the airport operator in relation to basic airport services is considered to be airport charges.
Regulation of them complies with the principle of legal provision in their creation by the Aviation Safety Act
21/2003, as amended by Act 1/2011, and in the specification of their essential components. Non-essential
airport services together with the commercial management of infrastructures and their development
operation are subject to the free market.

e In compliance with Act 18/2014, the Direccidon General de Aviacion Civil (Spanish Civil Aviation Authority) is
responsible for drafting the Airport Regulation Document (DORA) and presenting it to the relevant bodies in
the Ministry of Public Works for its subsequent approval by the Cabinet.

e The airport operator’s income associated with basic airport services will be subject to compliance with a
maximum annual revenue per passenger (MARP) determined on the basis of the recovery of efficient costs as
recognised by the regulator along with traffic forecasts. The maximum annual revenue per passenger
contained in the DORA will be adjusted annually in line with a series of incentives or penalties based on the
degree of compliance with service quality levels and penalties for any delay in the execution of strategic
investments. Aena believes that it has met the required quality levels in 2017 and has also executed the
planned strategic investments. Consequently it does not expect the maximum annual revenue per passenger
to be penalised on these grounds.

However, the difference between the MAIP approved in the DORA and the actual MAIP for 2017 entails a
difference in income of 57.8 million euros that should be included, capitalised at the cost of capital in the
regulatory period (6.98%), in the 2019 charges review by means of the K factor,m leading to higher income in
that year.

e  For the 2015-2025 period, the maximum increase in charges will be zero. Charges may only be increased
above this maximum increment if during the period of the second Airport Regulation Document (DORA) and
due to exceptional reasons, such as unpredictable and non-deferrable investment required by regulation, the
annual average investment is increased above the amount approved subject to the prior agreement of the
Cabinet. For the first DORA, which should enter into force within at most three years from the publication
date of Act 8/2014, it has been established that at its completion any accumulated shortfall in charges
corresponding to previous years may not be transferred to the following DORA.

Through the application of Act 48/2015, of 29 October, on the General State Budget for 2016, airport charges decreased
by 1.9% from 1 March 2016 onwards, thus affecting January and February in 2017.

On 27 January 2017, the Cabinet approved the Airport Regulation Document (DORA) for the 2017-2021 period. This
document establishes an annual reduction of 2.2% in the Maximum Annual Revenue per Passenger (MARP) for this
period (see Note 3.1).

In application of the provisions of Article 34 of Act 18/2014, of 15 October, after the conclusion of the consultation
process and approval of the aforementioned Airport Regulation Document, the Board of Directors of Aena at its
meeting on 21 February 2017 approved a 2.22% decrease in airport charges as of 1 March 2017 which affects January
and February of 2018.

All these new regulatory rules has not resulted in any changes to the Company’s income recognition policy, which
continues to be subject to the rules set out at the beginning of this Note (see also Note 23 with regard to “Contingent
assets due to charges shortfall”).

Commercial:

Income from the rental of commercial areas located within the airport infrastructures are recognised on a straight-line
basis in accordance with the lease agreements concluded with the counterparties. The contingent part of the income
for leases relating to the variable level of income generated by commercial areas is recognised as income in the period
in which it accrues. Car park income is recognised as the services are provided.

@ The K factor is the compliance factor at 100% of the maximum annual income per passenger adjusted in year t. It refers to the adjustment for
unforeseen modifications in the traffic structure occurring in period t-2, whose calculation methodology is determined in paragraph 2 of Annex IX
of Act 18/2014.
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Real estate services:

Real estate service income is from leases of land, warehouses and hangars and the management and operation of cargo
centres. Income from the rental contracts is recognised on a straight-line basis in accordance with the lease agreements
concluded with the counterparties. The conditional part of income from leases is recognised as income in the period in
which it accrues.

Interest and dividends

e Interest income is recognised using the effective interest method. When a loan or receivable is impaired its
carrying value is reduced to its recoverable amount by discounting the estimated future cash flows at the
original effective interest rate of the instrument and maintaining the discount as a reduction in interest
income. Interest income on impaired loans is recognised either when cash is collected or on a cost-recovery
basis when the conditions are guaranteed.

e Dividend income is recognised when the right to receive payment is established.
2.22 Leases

Leases for property, plant and equipment in which the Group is the lessee and has a significant portion of the risks and
rewards of ownership are classified as finance leases. Finance leases are recognised at the beginning of the contract at
the lower of the fair value of the leased asset and the present value of the minimum lease payments. Each lease
payment is made up of the liability and financial charges. The relevant lease obligations, net of financial charges, are
included under non-current payables. The portion relating to interest on financial charges is charged to the income
statement over the term of the lease to give a constant regular interest rate on the debt outstanding in each period.
Where there is reasonable certainty that the lessee will obtain ownership at the end of the lease term, the depreciation
period will be the useful life of the asset; otherwise, property, plant and equipment acquired under finance leases will
be depreciated over the shorter of their useful lives and the lease period.

Leases in which the Group is the lessee and does not have a significant portion of the risks and rewards of ownership
are classified as operating leases. Payments made under operating leases (net of any incentives received from the
lessor) are charged to the income statement on a straight-line basis over the period of the lease.

When the Group leases assets under operating leases to third parties, the asset is included in the balance sheet in
accordance with the type of asset concerned. Income from leases is recognised during the term of the lease on a
straight-line basis.

2.23 Government grants

Capital grants that do not have to be repaid are recognised at fair value when it is considered that there is reasonable
certainty that the grant will be collected and that the conditions established for the grant by the relevant authority
will be adequately met.

Operating grants are deferred and recognised under other operating income in the income statement over the period
required to match them to the costs which they are intended to offset.

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

2.24 Service concession arrangements
Service concession arrangements are public-private arrangements in which the public sector controls or regulates the
services which the concessionaire is to provide with the infrastructure, who has to render such services and at what

price, and in which it has contractual control of any significant residual stake in the infrastructure at the end of the term
of the arrangement. The infrastructures recognised by the Group as concessions are for the heliports in Ceuta and

39



Aena S.M.E, S.A. and Subsidiaries — Consolidated financial statements 2017

(Amounts in thousands of euros unless otherwise stated)

Algeciras. The term of the two concessions is 30 years and 25 years, respectively, and they will end in 2033 and 2034,
respectively.

The infrastructure used in a concession may be classified as an intangible asset or a financial asset, depending on the
nature of the payment rights established in the arrangement.

The Group recognises an intangible asset insofar as it is entitled to receive payments from end customers for the use of
the infrastructure. This intangible asset is amortised on a straight-line basis over the term of the concession.

The above concession arrangements have been classified as belonging to the Intangible Assets model in IFRIC 12, and
there are no concession arrangements that qualify as financial assets.

The most significant accounting policies applied by the Group with respect to the service concession arrangements and
in compliance with IFRIC 12 are as follows:

e ordinary income from the fees received from users of the infrastructure are recognised in each period;

e  operating and maintenance expenses that do not lead to an extension of the useful life of the assets are
charged to the income statement in the year in which they are incurred;

e intangible assets are amortised on a straight-line basis over the term of the concession;

e any financial expenses accrued over the time the asset is being built are capitalised as an increase in the value
of asset and are recognised as an expense subsequent to the time the asset comes into service;

e the total cost of construction or acquisition is recognised as an intangible asset and the benefits attributed to
the construction phase of the infrastructure are recognised by applying the percentage of completion
method, based on the fair value assigned to the construction phase and the concession phase.

2.25 Activities affecting the environment

Any operation designed mainly to prevent, lessen or repair damage to the environment is treated as an
environmental activity.

Investments arising from environmental activities are measured at their acquisition cost and capitalised as an increase
in the cost of the fixed asset in the year in which they are incurred.

Costs incurred to protect and improve the environment are assigned to the income statement when they accrue
irrespective of when the related monetary or financial flow takes place.

Provisions for probable or certain liabilities, litigation in progress and outstanding indemnity payments or obligations
of an indeterminate amount related to environmental issues are constituted at the time when the liability or
obligation determining the indemnity arises.

2.26 Jointly controlled assets (Note 6)

The company maintains interests in controlled assets along with the Ministry of Defence to operate Air Bases Open to
Civilian Traffic (ABOCT) via an agreement with the Ministry of Defence which stipulates the rules on the assignment and
compensation criteria of civilian aircraft using the ABOCTs in Villanubla, Ledn, Albacete, Matacan, Talavera and San
Javier, and the joint-use airfield in Zaragoza. This agreement is grounded upon the application of Royal Decree
1167/1995 dated 7 July 1995 on the system of airfields used jointly by an air base and an airport and on Air Bases Open
to Civilian Traffic.

The Group’s interests in these assets is reported in their portion of the jointly controlled assets, which are classified

according to their nature and any liability they may have incurred; their share of the liabilities which they have jointly
incurred with the other shareholders in relation to the joint business; any income through sale or use of its share in the
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production of the joint business, along with its share of any expense which was incurred in the joint business; and any
expense that it has incurred in relation to its share in the joint business.

Given that the assets, liabilities, expenses and income of the joint business are already reported in the Company’s
annual accounts, no adjustments or other consolidation procedures are needed with these headings when developing
and submitting the consolidated annual accounts.

The Air Bases Open to Civilian Traffic included in the agreement with the Ministry of Defence are the ones in Villanubla,
Ledn, Albacete, Matacdan, Talavera and San Javier, along with the joint-use airfield in Zaragoza by civilian aircraft. This
agreement is grounded upon the application of Royal Decree 1167/1995 dated 7 July 1995 on the system of using
airfields used jointly by an air base and an airport and on Air Bases Open to Civilian Traffic. This agreement initially
lasted 5 years with annual extensions associated with the validity of RD 1167/1995 and any subsequent provision which
may serve as its continuation.

2. 27 Related-party transactions

As a company that belongs to the public business sector, Aena is exempt from including the information contained in
the section of the report on related-party transactions when the other company is also controlled or significantly
influenced by the same Public Administration, as long as there are no signs of influence between them, or when the
transactions are not significant in terms of their size. This influence is understood to exist when the operations are not
conducted under normal market conditions (unless these conditions are imposed by a specific regulation), among other
cases.

The dominant Company conducts all its related-party transactions at market values. Additionally, the transfer prices are
properly supported, so the Company administrators believe that there are no significant risks in this respect which
could come from any liabilities that may exist in the future. Generally speaking, the transactions among the companies
in the Group are entered in the books initially at their fair value. If needed, if the price agreed upon differs from its fair
value, the difference is posted bearing in mind the economic reality of the transaction. The subsequent valuation is
performed in line with the provisions of the corresponding regulations.

Despite this, in transactions of mergers, splits or non-monetary contributions of a company, the constituent elements of
the acquired business are valued for the proper amount once the transaction has been performed in the annual
consolidated accounts of the group or subgroup.

When the dominant company is not involved, from the group or subgroup, and its dependent company, the annual
accounts to consider for these purposes will be those of the largest group or subgroup in which the assets whose
dominant Company is Spanish belong.

In these cases, the differences which may be found between the net value of the assets and liabilities of the acquired
Company, adjusted by the balance of the groupings of grants, donations and legacies received and adjustments of
changes in value, and any amount of the capital and share premium, if applicable, issued by the absorbing company are
recorded in reserves.
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3 Operational and financial risk management
3.1 Description of key operational risks
Regulatory risks

Aena operates in a regulated sector and changes or future developments in the applicable regulation may have a
negative impact on the income, operating profit and financial position of Aena. Act 18/2014 introduces the mechanism
governing the determination of airport charges for the first Airport Regulation Document ("DORA").

On 27 January 2017, the Council of Ministers approved the DORA for the period 2017-2021, in which the minimum
service conditions that will be in force in airports in the Aena network are set forth the next five years, providing a
foreseeable regulatory framework in the medium-term that will enable improved levels of efficiency and
competitiveness in terms of airport operations.

DORA has been prepared by the Directorate General of Civil Aviation (DGAC), following the proposal submitted by Aena
and approved by its Board of Directors on 8 March 2016, duly adjusted to the conditions and principles set out in Act
18/2014, of 15 October. It contains Aena's obligations for a period of five years, establishing amongst other aspects:

The tariff path, with the establishment of a maximum annual income per passenger (IMAP (MAIP)) that allows
Aena to recover costs associated with the provision of basic airport services, costs that also respond to
efficiency criteria set forth by the regulator. Aena IMAP (MAIP) will undergo an annual decrease of 2.22 %
over the period 2017-2021, starting from 1 March 2017.

CAPEX investments that Aena must carry out and that have to meet the standards of capacity and service
levels, whilst also remaining in line with traffic forecasts. Regulated CAPEX related to airport services amounts
to 2,185 million euros for the five years (437.1 million euros on average per year). Furthermore, a series of
strategic investment projects have been drawn up, although any delay in their execution will mean a penalty
in the IMAP (MAIP).

The levels of service quality, as well as a system of incentives and penalties to ensure compliance with them.
The penalty / maximum annual bonus applicable to Aena for this item would be a +2% of IMAP (MAIP).

The amount of operating costs reported in the DORA 2017-2021 were estimated without price effect and
prospectively and must be updated through the P indexl, so any unexceptional deviation such as the current
inflationary pressure which may be transferred to service providers is considered an operator risk.

In implementation of Law 48/2015 dated 29 October 2015 on General State Budgets for 2016, airport fares dropped
1.9% starting on 1 March 2016, which affects the months of January and February 2017.

In addition, the activity of Aena is regulated by both domestic and international law in terms of operational safety
regarding persons, property and the environment, which may limit activities or growth of Aena airports, and/or require
significant investments or expenses.

Operational risks

The Group’s activity is directly related to the levels of passenger traffic and air operations in its airports, so it can be
affected by the following factors:

e The economic evolution in both Spain and in the main origin / destination countries of air traffic (United
Kingdom, Germany, France and Italy, among others).

e In this sense, after the result of the referendum in the United Kingdom in favour of its leaving the European
Union (Brexit), the following risks are considered, whose ultimate expression is subjected to the negotiation
process that the British government must initiate with the European Union to determine the ultimate
conditions of its exit:

1 The DORA establishes that the MAIP will be adjusted by the increase or decrease in prices (the “P factor”) to recognise the impact on
the base of operating costs that variations in the price of inputs outside the control of the operator will have. This index is awaiting
regulatory definition.
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o Currently, 18.1% of passengers of the airport network of Aena S.M.E., S.A. in Spain have their origin
/ destination in the UK.

o  From an operational viewpoint, the risk is focused on airlines as it would involve agreements that
will allow the movement of aircraft between the European Union and the United Kingdom.
Regarding border control operations, the United Kingdom already enjoyed special treatment since it
was not adhered to the Schengen Treaty, so there would be no additional impact. Having said this,
although the volume of passengers going to or coming from the United Kingdom has increased by
9% in 2017 compared to 2016, the last few months of 2017 witnessed a gradual deceleration in this
growth.

o From the standpoint of commercial income, the depreciation of the pound compared to the euro
means a loss in purchasing power for British passengers, which is affecting the sales of the retail
concessions in the airports, and therefore Aena’s revenues, although much of Aena’s commercial
activity is ensured by the Annual Guaranteed Minimums.

o  Activity at Luton Airport could be reduced as a result of restrictions on the free movement of
persons or economic developments in the United Kingdom, given that a high percentage of its

traffic is international.

It operates in a competitive environment both compared to other airports and compared to other means of
transport, which could affect its revenues.

It faces risks arising from the concentration of airlines and depends on the income of its two main airports.

Commercial revenues are associated with the sales of the companies that rent the retail spaces, which could
be affected by both the volume of passengers and their higher or lower spending power.

In the operation of its airports, the Group depends on the services provided by third parties, which may have
an impact on its activity.

Events like terrorist attacks, wars or global epidemics may have a negative impact on international air traffic.
In this sense, the recovery of geopolitical stability which competing tourist destinations are beginning to
experience affects the number of passengers in the Aena network of airports who may return to those
destinations.

Industrial disputes may have an impact on Aena's activities.

Aena is dependent on information and communication technology and systems and infrastructures face
certain risks including the risks of cybersecurity.

Aena is exposed to risks related to airport operations (operational and physical security).
Aena is exposed to the risk of a major aviation accident.
Natural disasters and weather conditions may adversely affect the business.

On the other hand, the Group’s international activity is subjected to risks associated with operations in third
countries and the fact that the profitability outlooks may not be what was expected.

Aena’s profitability could be affected if it is unable to maintain its current efficiency levels.

Changes in tax legislation could result in additional taxes or other forms of harm to the tax position of Aena.
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e  The group is and will continue to be exposed to the risk of loss in the legal or administrative proceedings in
which it is involved.

The Company’s management bodies have implemented mechanisms aimed at identifying, quantifying and covering
situations of risk. Regardless of the above, situations that can entail a major risk are closely tracked, as are the
measures taken in this regard.

3.2 Description of the main financial risks

The activities of the Aena Group expose it to several financial risks: market risk (including exchange rate risk, fair value
risk due to interest rates and price risk), credit risk and liquidity risk. The Group’s global risk management programme
focuses on the uncertainty of the financial markets and aims to minimise the potential adverse effects on the Group’s
financial profitability. In specific cases, the Group uses derivative financial instruments to hedge certain risk exposures.

The Board of Management issues policies to manage global risk, as well as specific areas, such as foreign exchange risk,
interest rate risk, liquidity risk, the use of derivatives and investment of surplus liquidity.

There is an acknowledgement of financial debt contract between Aena S.M.E., S.A. and its parent company ENAIRE,
which originated in the non-monetary contribution that led to the creation of Aena Aeropuertos, S. A (see Note 1),
through which 94.9% of the parent company’s bank debt was initially taken on. On 29 July 2014 this contract was
novated as outlined in Note 20.

The main financial risks are described below:

a) Market risk

(i) Currency risk

The Group is exposed to fluctuations in the exchange rate that can affect its sales, results, equity and cash flows,
primarily stemming from:

1. Investments in foreign countries (mainly the United Kingdom, Mexico and Colombia) (see Note 2.2).

2. Transactions conducted by affiliate companies and other related parties which operate in countries with

currencies other than the euro (mainly the United Kingdom, Mexico and Colombia).

The foreign exchange risk over net assets of the Group’s transactions abroad are primarily managed with outside
resources in denominations of the corresponding foreign currencies. In particular, with respect to the operation of
Luton Airport, its business is hedged as its operational collections and payments are in pounds.

In 2017 there has been a loss of 2.1 million euros due to exchange differences associated with a loan between
companies in the group denominated in pounds (Notes 20 and 31).

(i) Interest rate risk on cash flows and fair value

The Group’s interest rate risk results from borrowings. Loans issued at variable rates expose the Group to interest rate
risk from cash flows. Fixed interest rate loans expose the Group to fair value interest rate risks.

The Group’s goal when managing interest rates is to optimise the financial expense within the risk limits established,
with the risk variables being the Euribor at three and six months, the main reference for long-term debt.

In addition, the value of the financial expense risk over the horizon of the projects is calculated and rate trend scenarios
are established for the period to be taken into consideration.

Financial expenses are mainly due to the borrowings recognised by Aena S.M.E., S.A. with the parent company as well
as the Company’s own debt to credit institutions.
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The Group manages the interest rate risk in the cash flows through swaps from variable to fixed interest rates (see Note
12). On 10 June 2015, the Company engaged in an operation from variable interest coverage to fixed for a notional
amount of 4.195 million euros to cover part of its exposure to this debt with the parent company ENAIRE. The average
spread of these loans over 3- and 6-month Euribor is 1.0379%. the execution fixed rate was 1.978%. The objective of
the transaction was to provide a stable framework of interest rates in the DORA 2017-2021 period.

On 31 December 2017, the total amount of liability for these swaps in interest rate was 82,655 thousand euros (2016:
129,506 thousand euros) (see Note 12). On that date, if the interest rate of the variable-interest loans had increased or
decreased by 20 basic points while the other variables remained constant, the pre-tax profit for the year would have
been 1,802 thousand euros more and 1,802 thousand euros less, respectively (2016: 3,620 thousand euros more and
3,620 thousand euros less, respectively).

The revisable interest rate, which is primarily applicable to the loan with the European Investment Bank, has a fixed
interest rate which remains steady throughout the entire period (usually 4 years). Upon termination of this period, it is
reviewed by the Group to decide whether to continue with the same system or change it for a fixed rate at maturity or
a variable rate.

In this respect the Group has modified the interest rate system for loans likely to be revised in 2017. The total amount
revised is 478,632 thousand euros, which corresponds to all the EIB loans which have shifted from fixed at maturity to
an annual average rate of 0.78% (previously an annual 1.14%).

On the other hand, in 2017 797,160 thousand euros of debt with Depfa ACS Bank at a variable interest rate reached
early maturity and 650,000 thousand euros was taken out with several banks at an annual average fixed rate of 0.69%
(Note 20.b).

As a result of all of this, the composition of debt by type of interest rate has changed; on 31 December 2017 the
percentage of debt with fixed interest rate was 88% compared to 12% with variable interest (on 31 December 2016:
78% fixed and 22% variable), if the effect derived from the exchange rate swaps contracted is taken into account.

b) Credit Risk

The Group’s credit risk originates from cash and cash equivalents, derivative financial instruments and bank and other
deposits, as well as exposure to trade receivables and agreed transactions.

Credit risk relating to trade accounts is reduced, given that the main clients are airlines, usually collected in cash or in
advance. As for retail customers who have leased premises in the various airports, their risk is managed by obtaining
sureties and guarantees. As of 31 December 2017, the Group has sureties and other guarantees related to the normal
course of business for an amount of 191,369 thousand euros (31 December 2016: 174,447 thousand euros).

On 5 March 2011 the Official Gazette published Law 1/2011 dated 4 March 2011, which amends Law 21/2003 dated 7
July 2003 on Air Security, which stipulated that for the management, liquidation and payment of all public airport
charges of Aena or its subsidiaries, debt collection proceedings may be used to effect the payment, which shall be
managed by the collecting bodies of the State Tax Administration Agency.

Credit limits have not been exceeded during the year and the management does not expect any losses not provisioned
as a result of default by these counterparties.

c) Liquidity Risk

The main risk variables are: limitations in the financial markets, increase in planned investment and reduction in cash
flow generation.

The credit risk policy described in the previous section results in short average collection periods. Additionally, the
Group has undertaken a substantial reduction in costs and investments needs to be made in the forthcoming years,
which have had a positive effect on its cash flow generation. However, on 31 December 2017 the Group had a negative
working fund (calculated as total current assets minus total current liabilities) of 270,554 thousand euros (2016:
514,716 thousand euros), an EBITDA, calculated as the sum of the operating income and depreciation and amortisation
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in financial year 2017 of 2,517,405 thousand euros (2016: 2,293,619 thousand euros) and does not believe that there is
a risk to deal with its short-term commitments given the positive operating cash flows, which have made it possible to
reduce the negative working fund in the past few financial years, which the Group predicts will remain positive in the
short term. The Group tracks cash flow generation to ensure that it is capable of meeting its financial commitments.

On 31 December 2017, the dominant company Aena had 1 billion euros in credit lines that was fully available, with
long-term due dates (note 20.b), and 550 million euros in available financing (unused) corresponding to a loan with
Unicaja of 150 million euros and a loan from the EIB of 400 million euros, with financing dates from the availability
period of 31 December 2018 and 1 December 2019, respectively. The dependent subgroup LLAH Ill has 66 million
pounds sterling in unused credit lines (2016: 56 million pounds sterling).

The table below includes an analysis of the cash flows generated by the financial liabilities and other receivables
associated with the Group and by the financial liabilities related to EINAIRE (Group) borrowings. The classification of
debts with financial institutions has been made and complies with the schedule of maturities and the clauses included
in the respective financing agreements with these institutions based on the events that might affect each agreement.

At 31 December 2017 2018 2019 2020 2021 2022 Following Total
ENAIRE loan (Note 34.f) 665,199 666,959 666,834 579,564 569,051 3,626,676 6,774,283
Interests accrued pending payment on ENAIRE loans 18,812 - - - - - 18,812
(Note 34.f)

Bank borrowings Aena (Note 20.b) - - - - 650,000 - 650,000
Interest accrued pending payment on loans from credit 1,848 - - - - - 1,848
institutions (Note 20.b)

Bank borrowings (Note 20.b) 19,346 - - - - 346,585 365,931
Financial lease liabilities (Note 20.c) 2,153 2,235 2,315 2,403 2,491 10,707 22,304
Loans with LLAH Il shareholders (Note 20.b) - - - - - 52,280 52,280
Interest paid from loan with LLAH Ill shareholders (Note 20) 401 - - - - - 401
Other financial liabilities (Note 20) 27,656 11,003 35,201 6,799 21,217 28,673 130,549
Trade and other payables (excluding customer advances and tax 473,555 - - - - - 473,555
liabilities) (Note 19)

Interest on AENA S.M.E., S.A. debt (*) 93,278 84,549 75,815 67,261 55,176 199,897 575,976
Interest on LLAH Il bank debt 16,977 16,977 16,977 16,977 16,977 61,640 146,525
Interest on LLAH Il shareholder loan (Ardian) 4,215 4,215 4,215 4,215 4,215 4,215 25,290

(*)Estimated calculation of the interest on the average annual loan from each period calculated with the average interest rate in the

period January-December 2017.
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At 31 December 2016 2017 2018 2019 2020 2021 Following Total
ENAIRE loan (Note 34.f) 777,629 742,701 744,461 744,335 657,066 4,605,379 8,271,571
Interests accrued pending payment on ENAIRE borrowings 33,812 - - - - - 33,812
(Note 34.f)

Bank borrowings (Note 20.b) 40,383 - - - - 258,259 298,642
Financial lease liabilities (note 20.c) 1,996 2,177 2,258 2,341 2,429 13,444 24,645
Loans with LLAH Il shareholders (Note 20.b) - - - - - 54,403 54,403
Interest paid from loan with LLAH Ill shareholders Il (Note 418 - - - - - 418
20)

Other financial liabilities (Note 20) 27,240 8,606 6,577 33,475 5,908 35,126 116,932
Trade and other payables (excluding advances from 320,756 - - - - - 320,756
customers) (Note 19)

Interest on AENA S.M.E., S.A. debt (*) 108,428 97,856 87,715 77,568 67,612 284,551 723,730
Interest on LLAH Il bank debt 9,914 10,107 9,078 9,680 11,918 2,265 52,962
Interest on LLAH Il shareholder loan (Ardian) 4,352 4,352 4,352 4,364 4,352 8,251 30,023

(*)Estimated calculation of the interest on the average annual debt with ENAIRE from each period calculated with the average interest
rate in the period January-December 2016.

The breakdown of Aena S.M.E., S.A. loans by applicable interest rate and the annual average interest rate on 31
December 2017 and 31 December 2016, taking into account the hedging derived from the interest rate swaps
contracted (see Note 12), is the following:

31 December 2017 31 December 2016
Thousand euros
Balance Average rate Balance Average rate
Variable 901,008 0.16 1,810,244 0.16
Reviewable 27,400 1.23 543,404 1.30
Fixed 6,495,875 1.55 5,917,923 1.78
TOTAL 7,424,283 1.45 8,271,571 1.36

3.3 Capital management

The Group’s objectives when managing capital are to safeguard its capacity to remain a viable business and to provide
shareholders with profits and maintain an optimal capital structure in order to lower the cost of capital.

The Group monitors the capital structure on the basis of the debt index. This index is calculated following the ratios
defined in the financing contracts (see Note 20).

3.4 Fair value estimate

The following table presents an analysis of the financial instruments that are measured at fair value, classified by
measurement method. The different levels have been defined as follows:

e Listed prices (not adjusted) on active markets for identical assets and liabilities (Tier 1).

e  Data other than the list price included in Tier 1 which are observable for the asset or liability, both directly
(that is, prices) and indirectly (that is, derived from the prices) (Tier 2).

e Information regarding the asset or liability that is not based on observable market data (non-observable data)
(Tier 3).
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The table below shows the Group’s financial instruments valued at a fair value on 31 December 2017:

Tier 1 Tier 2 Tier 3 Total balance
Assets
Derivates (Note 12) - 360 - 360
Total assets - 360 - 360
Tier 1 Tier 2 Tier 3 Total balance
Liabilities
Derivates (Note 12) - 82,655 - 82,655
Total liabilities - 82,655 - 82,655

The table below shows the Group’s financial instruments valued at a fair value on 31 December 2016:

Tier 1 Tier 2 Tier 3 Total balance
Assets
Derivates (Note 12) - - - -
Total assets - - - -
Tier 1 Tier 2 Tier 3 Total balance
Liabilities
Derivates (Note 12) - 136,546 - 136,546
Total liabilities - 136,546 - 136,546

There were no transfers between Tier 1 and Tier 2 financial instruments during the financial year.
a) Financial instruments in Tier 1:

The fair value of the financial instruments that are negotiated on active markets is based on listed market prices at the
reporting period. A market is considered to be active when the listed prices are easily and regularly available through a
stock market, financial brokers, industry institution, a pricing service or a regulatory entity and those prices reflect
current market transactions that take place on a regular basis between parties that operate under conditions of mutual
independence. The listed market price used for the financial assets held by the Group is the current purchasing price.
These instruments are included in Tier 1. There are no Tier 1 financial instruments at any date.

b)  Financial instruments in Tier 2:

The fair value of the financial instruments that are not listed in a market asset (such as derivates from the unofficial
market) is determined using valuation techniques. The measurement techniques maximize the use of observable
market information that is available and are based as little as possible on specific estimates made by the companies. If
the significant inputs that are required to calculate the fair value of an instrument are observable, the instrument is
included in Tier 2. The financial instruments included under Tier 2 are those deriving from interest rates (swaps) to

hedge variable-rate loans.

If one or more of the significant inputs are not based on data observable in the market, the financial instrument is
included in Tier 3.

The specific measurement techniques applied to financial instruments are:
e Listed market prices or the prices established by financial brokers for similar instruments.

e The fair value of interest rate swaps is calculated as the present value of estimated future cash flows, based
on estimated interest rate curves.

48



Aena S.M.E, S.A. and Subsidiaries — Consolidated financial statements 2017

(Amounts in thousands of euros unless otherwise stated)

e Other techniques, such as an analysis of discounted cash flows, are used to analyse the fair value of all other
financial instruments.

4 Accounting estimates and judgements

The preparation of the consolidated annual accounts under IFRS requires assumptions and estimates to be made which
have an impact on the reported amounts of assets, liabilities, income, spending and their related breakdowns. The
estimates and hypotheses used are based, among others, on historical experience and other factors, including forecast
future events, considered reasonable in view of the facts and circumstances considered on the reporting date. Actual
results may differ from the estimates.

Understanding the accounting policies for these elements is important in order to understand the annual consolidated
accounts. Below is further information on the estimates and assumptions used for these elements in accordance with
the IFRS, which should be considered in conjunction with the notes on the consolidated annual accounts.

The most critical policies, which reflect significant management assumptions and estimates to determine amounts in
the consolidated annual accounts, are the following:

a) Determination of cash-generating units (Note 2.8).

b) Possible impairment of intangible assets, property, plant and equipment and investment property.

c) Useful lives of property, plant and equipment.

d) Evaluation of litigation, provisions, commitments, assets and contingent liabilities at closing date.

(e) Fair value of derivative financial instruments.

(f) Hypotheses used in the determination of liabilities for commitments to pensions and other commitments to the
personnel.

(g) Principles for regulated income recognition in the DORA period.

(h) Principles for recognition of income from the minimum guaranteed rents in the contract with World Duty Free
Global (WDFG).

(i) Recoverability of tax credits for investment in the Canary Islands.

(
(
(
(

Some of these accounting policies require the application of a significant degree of judgement by management in
selecting the appropriate assumptions to calculate these estimates. These assumptions and estimates are based on the
past experience, advice received from expert consultants, projections and other circumstances and expectations at the
end of the year. Management’s evaluation and agreement is taken into consideration with respect to the overall
economic situation of the industry in which the Group operates, taking into account the future development of the
business. By nature, these judgements are subject to an inherent degree of uncertainty and, therefore, actual results
may materially differ from the estimates and assumptions used. In such cases, the values of assets and liabilities would
be adjusted.

At the date these interim consolidated financial statements were prepared no relevant changes in the estimates were
expected, and therefore there are no significant perspectives for adjustments to the values of recognised assets and
liabilities and 31 December 2017.

Although these estimates were based on the best information available at the end of each year, future events may
require these estimates to be modified (increased or decreased) in subsequent years, which would be done in
accordance with the provisions of IAS 8 on a prospective basis, recognising the effects of the change in the estimate in
the corresponding consolidated income statement. Las politicas contables mas significativas del Grupo se describen con
mayor detalle en la Nota 2.

The estimates and judgements that have a significant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year are discussed below.

(a) and (b) Determination of cash generating units and impairment of goodwill, intangible assets, property, plant and
equipment and investment property

Every year, the Group checks whether the goodwill, intangible assets, tangible fixed assets and real estate investments
have undergone any loss due to impairment of value, in accordance with the accounting policy described in Note 2.8,
which describes how management identifies the cash-generating units (CGU) and the methodology used to subject the
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assets assigned to them to impairment tests. Identification and grouping of the CGU is based on income generation and
flow of identifiable assets for these groups of cash as well as in certain other assumptions based on how the
management manages the assets and the regulatory framework applicable to them. Also, the recoverable amounts of
the CGUs have been determined based on value in use calculations. These calculations are based on estimates based on
assumptions relating to projections of results, investments and working capital, discount rates and growth rates.
Changes and variations in one or more of those assumptions could affect the identification of CGU and the estimated
recoverable amount used for the purpose of impairment testing thereof.

On 31 December 2017, the Group’s management reviewed the 2017 results to evaluate whether there were significant
changes which could lead to signs of impairment of the intangible assets, tangible fixed assets and real estate
investments. It concluded that there were no signs of impairment (see Notes 6, 7 and 8).

(c) Useful lives of property, plant and equipment

The recognition of investments in property, plant and equipment implies the application of estimates to determine the
useful life of the property, plant and equipment for the purposes of depreciation. The calculation of useful lives is
associated with estimates relating to the level of use of the assets and expected technological evolution. The
assumptions relating to the level of use, technological framework and future developments imply a significant degree of
judgment, taking into account that these aspects are very difficult to predict. Changes in the level of the use of assets or
changes in technological development could result in revisions of the useful lives and, consequently, in their
depreciation.

(d) Evaluation of litigation, provisions, commitments, assets and contingent liabilities

Provisions are recognised when it is probable that a present obligation, resulting from past events, will require the
application of resources and when the amount of the obligation may be reliably estimated. The Group estimates the
amounts to be paid in the future with respect to employment, expropriation, litigation, taxes, environmental action and
other liability commitments. Those estimates are subject to interpretations of current and future events and
circumstances, and the relevant estimates of the financial effects of those events and circumstances.

(e)_Fair value of derivative financial instruments

The Group uses financial derivatives to mitigate the risks primarily stemming from variations in the interest rates
associated with their financing. Derivative financial instruments are recognised at their fair value at the begi