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Mezsual Limited

STRATEGIC REPORT
The Directors present their strategic report for the year ended December 31, 2016

Mezqual Limited is the holding company of the El Enebro, S.A. Group, and is principally engaged in
the management of investment property in El Enebro and subsidiaries.

The objects of the Group are as follows:

- The ownership of all types of rural estates for agriculture, livestock raising and tourism use,
and commercial hunting.

- The acquisition, urban development, sub-division, cultivation and marketing of rural and urban
estates for property development, farming, livestock raising, tourism and real estate use.

- The acquisition, holding, enjoyment, administration, lease and disposal of securities, property
and real estate, excluding, in any event, activities subject to special legislation.

- The rendering of advisory services, assistance and execution of administrative, technical,
legal, organizational and computer projects.

- Grape growing and processing, and the preparation, production, marketing and sale of wine.

- The purchase and sale, rearing, selection and reproduction of animals and, particularly,
livestock in general.

- The purchase and sale of food products.

Review of the business

Mezqual Group proceeded with its consolidation strategy in 2016 in the midst of market crises,
maintaining its status as the long-standing quality leader in Spanish wines and bolstering its privileged
position in the industry. The business improved during the year, as heralded by the growth registered
in the two previous years (2014 and 2015), driven by a gradual recovery in the domestic market and
higher exports.

For the winemaking subgroup, efforts were stepped up to raise the international profile of the

TEMPOS ‘e
corporate Vega Sicilia brand, which represents both the wineries and the various products
we make. Efforts were also made to increase our digital presence, with a complete overhaul of our
websites and new commercial packaging in a bid to enhance the quality of the brand and provide a
new image. Meanwhile, staff changes in the wineries have proven to be well aimed.

As in previous years, the Group continued to review the risks of our assets, customers and suppliers
in 2016, taking action to minimize the impact of the crisis. At the same time, we paid careful attention
to cash flows at times of economic uncertainty, as is the case currently.

Total revenue from operations in 2016 was higher than the year before, at €48,080 thousand, driven
by higher sales.

The Group had € 52,647 thousand of property, plant and equipment at December 31, 2016,
compared to €53,170 thousand a year earlier, a decrease of 1% mainly explained by depreciation of
the year.

Current assets decreased by 3%, from €66,287 thousand in 2015 to €64,581 thousand in 2016.

Non-current liabilities are lower in 2016 than in 2015, due mainly to-the partial repayment of bank
borrowings.
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STRATEGIC REPORT (continued)

Spurred by the gradual recovery of the Spanish economy, consolidated profit looks set to increase
steadily in the coming years, making good on the expected return on investment.

Principal risks and uncertainties

The group has established a risk committee that meets quarterly and which evaluates the group’s risk
appetite. The principal risks and uncertainties facing the group is financial instrument risk.

Financial Instrument Risks

The group has established a risk and financial management framework whose primary objectives are
to protect the group from events that hinder the achievement of the group’s performance objectives.
The objectives aim to limit undue counterparty exposure, ensure sufficient working capital exists and
monitor the management of risk at a business unit level.

Use of derivatives

The Group arranges cash flow hedges for funding received at variable interest rates.

The Group's accounting hedges expired in 2015, and no new hedging derivative contracts were
entered into during 2016.

Exposure to price, credit,_liquidity and cash flow risk

These risks are described in the note 20 to the financial statements.

On behalf of the board

—20

Director: Juan Carlos Alvarez Mezquiriz

Date: September 13, 2017
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DIRECTORS' REPORT

The Directors present their report for the year ended December 31, 2016

Directors of the company
The directors who served throughout the year and to the date of this report are as follows:

D. Emilio Alvarez Mezquiriz

D. Juan Carlos Alvarez Mezquiriz

D. Pablo Alvarez Mezquiriz

Da. Elvira Alvarez Mezquiriz

Da. Marta Alvarez Mezquiriz

Mr. Michael Arthur (resigned, 31 May 2016)

Mrs. Susan Elizabeth Lawrence (appointed, 1 June 2016)
Mr. Roy Neil Arthur (resigned, 31 December 2016)

Dividends

The directors recommend no ordinary dividends, proposing to retain the profit for the year in reserves.

Future developments

The directors aim to maintain the management policies which have resulted in the group’s substantial
growth in recent years. They consider that the next year will show a further significant growth in sales
" from continuing operations, particularly of wine frofm new subsidiaries.

Going Concern

The group’s business activities, together with the factors likely to affect its future development, its
financial position, financial risk management objectives, details of its financial instruments and
derivative activities, and its exposures to price, credit, liquidity and cash flow risk are described in the
Strategic Report and in note 20 to the financial statements.

The group has considerable financial resources together with long-term loans with financial
institutions. As a consequence, the directors believe that the group is well placed to manage its
business risks successfully despite the current uncertain economic outlook.

After making enquiries, the directors have a reasonable expectation that the company and the group
have adequate resources to continue in operational existence for the foreseeable future. Accordingly,
they continue to adopt the going concern basis in preparing the annual report and accounts.

Disclosure of information to the auditors

So far as each person who was a director at the date of approving this report is aware, there is no
relevant audit information, being information needed by the auditor in connection with preparing its
report, of which the auditor is unaware. Having made enquiries of fellow directors and the group'’s
auditor, each director has taken all the steps that he/she is obliged to take as a director in order to
made himself/herself aware of any relevant audit information and to establish that the auditor is aware
of that information. :



DIRECTORS' REPORT (continued)

Re-appointment of auditors

In accordance with s.485 of the Companies Act 2006, a resolution is to be proposed at the Annual
General Meeting for reappointment of Ernst & Young LLP as auditor of the Company.

On behalf of the board

QN | \Q_I\\

Director: Juan Carlos Alvarez Mezquiriz

Date: September 13, 2017



Mezqual Limited

DIRECTORS’ RESPONSIBILITIES STATEMENT

The directors are responsible for preparing the Strategic Report, the Directors’ Report and the
financial statements in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that
law the directors have elected to prepare the financial statements in accordance with International
Financial Reporting Standards (IFRS) as issued by the International Accounting Standards Board
(IASB) adopted by the United Kingdom. Under company law the directors must not approve the
financial statements unless they are satisfied that they give a true and fair view of the state of affairs
of the group and the company and of the profit or loss of the group for that period.

In preparing those financial statements, the directors are required to:
- select suitable accounting policies and then apply them consistently;
- make judgements and estimates that are reasonable and prudent; and

- state whether applicable IFRS have been followed, subject to any material departures
disclosed and explained in the financial statements; and

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the group’s and the company’s transactions and disclose with reasonable accuracy at any
time the financial position of the group and company and enable them to ensure that the financial
statements comply with the Companies Act 2006. They are also responsible for safeguarding the
assets of the group and company and hence for taking reasonable steps for the prevention and
detection of fraud and other irregularities.
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INDEPENDENT AUDITORS’ REPORT
to the members of Mezqual Limited

We have audited the financial statements of Mezqual Limited for the year ended 31 December 2016
which comprise the Consolidated Statement of Profit or Loss, the Consolidated Statement of
Comprehensive Income, the Consolidated and Parent Company Statements of Financial Position, the
Consolidated and Parent Company Statements of Changes in Equity, the Consolidated and Parent
Company Statements of Cash Flow, and the related notes 1 to 23. The financial reporting framework
that has been applied in their preparation is applicable law and International Financial Reporting
Standards (IFRSs) as adopted by the European Union and, as regards the parent company financial
statements, as applied in accordance with the provisions of the Companies Act 2006.

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of
Part 16 of the Companies Act 2006. Our audit work has been undertaken so that we might state to
the company’'s members those matters we are required to state to them in an auditor’s report and for
no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the company and the company’s members as a body, for our audit work, for this
report, or for the opinions we have formed.

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibilities Statement, the directors are responsible for
the preparation of the financial statements and for being satisfied that they give a true and fair view.
Our responsibility is to audit and express an opinion on the financial statements in accordance with
applicable law and international Standards on Auditing (UK and [reland). Those standards require us
to comply with the Auditing Practices Board’s Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial statements are free from material
misstatement, whether caused by fraud or error. This includes an assessment of. whether the
accounting policies are appropriate to the group’s and the parent company’s circumstances and have
been consistently applied and adequately disclosed; the reasonableness of significant accounting
estimates made by the directors; and the overall presentation of the financial statements. In addition,
we read all the financial and non-financial information in the Report and Group Financial Statements
to identify material inconsistencies with the audited financial statements and to identify any
information that is apparently materially incorrect based on, or materially inconsistent with, the
knowledge acquired by us in the course of performing the audit. If we become aware of any apparent
material misstatements or inconsistencies we consider the implications for our report.

Opinion on financial statements
In our opinion:

» the financial statements give a true and fair view of the state of the group’s and of the parent
company'’s affairs as at 31 December 2016 and of the group’s profit for the year then ended;

» the group financial statements have been properly prepared in accordance with IFRSs as
adopted by the European Union;

» the parent company financial statements have been properly prepared in accordance with IFRSs
as adopted by the European Union and as applied in accordance with the provisions of the
Companies Act 2006; and
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INDEPENDENT AUDITORS’ REPORT
to the members of Mezqual Limited (continued)

» the financial statements have been prepared in accordance with the requirements of the
Companies Act 2006.

Opinion on other matter prescribed by the Companies Act 2006

In our opinion:
» Dbased on the work undertaken in the course of the audit

» the information given in the Strategic Report and the Directors’ Report for the financial year
for which the financial statements are prepared is consistent with the financial statements.

» the Strategic Report and the Directors’ Report have been prepared in accordance with
applicable legal requirements;

Matters on which we are required to report by exception

In light of the knowledge and understanding of the Company and its environment obtained in the
course of the audit, we have identified no material misstatements in the Strategic Report or Directors’
Report.

We have nothing to report in respect of the following matters where the Companies Act 2006 requires
us to report to you if, in our opinion:

» adequate accounting records have not been kept by the parent company, or returns adequate for
our audit have not been received from branches not visited by us; or

» the parent company financial statements are not in agreement with the accounting records and
returns; or

» certain disclosures of directors’ remuneration specified by law are not made; or

» we have not received all the information and explanations we require for our audit.

Eonk & ‘1003/ o

Ken Griffin (Senior statutory auditor)
for and on behalf of Ernst & Young LLP, Statutory Auditor

Bristol

2o September 2017
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS
for the year ended 31 December 2016

(thousand of euros)

fond Sy e BN D Do et Ty e R E T ee e Noteoir R LT 20167 77 L . 20158
Continuing operations
Revenue 49,186 47,578
Revenue from operations 171 48,080 46,313
Other income 1,106 1,265
Changes in inventories of finished goods and work in progress 2,272 2,908
Operating costs (36,344) (36,753)
Consumables used and other external expenses 17.2 (7,990) (8,958)
Employee benefits expense “17.3 (9,656) (10,167)
Depreciation and amortization expense 56,7 (7,950) (7,758)
Other operating expenses 17.4 - (10,748) (9,870)
Gains on disposal of fixed assets 6,7 1,300 494

I OPERATING PROFIT i¥i i infax 14 SV ER R ¥5°16,414 755507 14,227 -1
Finance revenue 63 643
Interest earned on loans and other marketable securities 58 625
Exchange gains 5 18
Finance costs (3,970) (5,137)
Interest paid on non-current interest-bearing loans and borrowings 17.5 (3.970) (5,137)

% NET:FINANCIAL RESULT. by o T5£(3,907) i34 (4,494) 1
Share of profit of companies accounted by equity method (91) 106

His MR i50112,416 5 B 9,839 1

 PROFIT.BEFORE TAX FROM CONTINUING OPERATIONS . #..ias: n.0 4

Income tax expense 16 (3,446) (3,129)

£ PROFIT.FOR THE YEAR FROM CONTINUING OPERATIONS .39 54 Tiiit 178,970 ;3. 4% 6,710 3

CONSOLIDATED PROFIT FOR THE YEAR--- 8,970 6,710
Attributable to:
Equity holders of the parent 7.134 5,244
Non-

ontrolllng mterests 1,836 . 1,466
R I T D T : %42 8,970 < 6,710

B

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
for the year ended 31 December 2016

(thousand of euros)

SN AR W T R E ST BN 4 R e TR G S A Bt FRNN 2016 AR 44 20151

PROFIT FOR THE YEAR 8,970 ‘ 6,710
Exchange differences on retranslation of foreign operatlons (541) (215)
Movement on cash flow hedges - 525
Tax on items relating to components of other comprehensive income 87 (1563)

LTOTAL COMPREHENSIVE INCOME 80 imge £ Suisgs S i s S okipdiie Sl P12 8,616 raikiven. 6,8674

Attributable to: .. .-
Equity holders of the parent T ) 6,775 5,401
-Non- controlltnwterests 1,741 1,466

BT s Pl TEUR AL R TG I R ! T CNRE Uil i 8,516 993 506,867 4




Mezqual Limited

_CONSOLIDATED STATEMENT OF FINANCIAL POSITION
.at 31 December 2016 '

(thousand of euros)
" 1

Assets = £2016° 120157

> Equity and liabilities 3¢

Property, plant and equipment 6 52,647 53,170 Issued capital 121 . 5 5

Investment Properties 7 40,909 43,121 Share Premium 122 90,022 80,022

Intangible assets 5 481 674 Retained earnings 40,486 33,352

Investment in companies accounted by equity y

method ¢ 8 7,823 8,631 Treasury shares 123 (39,434) (39,434)

Non-current financial assets 9 88,789 88,786 Valuation reserve (4,016) (3,657)

Deferred tax assets 16 1,785 2,192 Equity attributable to equity holders of the parent 87,063 80,288
Non-current assets 192,434 196,574

; Non-controlling interests 22,581 20,840

Inventories 10 57,900 55,385 Total equity 109,644 101,128
Trade and other receivables 9 5,033 6,383

Other current financial assets 9 108 116 Interest-bearing loans and borrowings 15.1 50,671 54,084

Other current assets 9 202 205 Deferred tax liabilities 16 © 6,099 7,261

Cash and cash equivalents 11 1,338 4,198 Non-current associate liabilities 15.1 41,635 55,598

Current assets 64,581 66,287 Grants and donations 13 3,774 4,221

Provisions 14 83 49

! Non-current liabilities 102,262 121,213

Interest-bearing loans and borrowings 15.1 25,386 21,305

Trade and other payables 15.1 5,759 5,219

1 Current associate liabilities ) 15.1 13.964 13,996

Current liabilities . 45,109 40,520

w

ETOTAL"ASSETS ::
M

1 TOTALEQUITY, AND LIABILITIES %

:267,015'%

262,8611

The financial statements were approved by the Board and authorised for signature on their behalf by:

s Afvarez Mezquiriz

September 13,
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Parent éompany statement of financial position
+at 31 December 2016

(thousand of euros) ’
+

5~ 2015 :;Equity and liabilities : ote i 2016

tAssets
‘Investmenf in group companies 3 90,027 90,027 Issued capital 121 5 5
) Share Preminum 122 90,022 90,022
Non-current assets 90,027 90,027 Retained earnings B (263) -
' Profit attributable to equity holders of the parent 39 (263)
Other current assets 9.2 118 - Equity attributable to equity holders of the parent 89,803 89,764
Cash and cash equivalents 66 2
I Total equity 89,803 89,764
Current assets 185 2
. Non-current related party liabilities 15.2 161 136
‘ Non-current liabilities 161 136
Trade and other payables 15.2 230 129
Tax payable 18 -
; Current liabilities 248 129
$TOTAL:ASSETS = LR 90,029 ::TOTAL EQUITY.AND LIABILITIES 90,212 90,028

The financial statements were approved by the Board and authorised for signature on their behalf by:




Mezqual Limited
{

- Consolidated statement of changes in equity

for the year ended 31 December 2016
(thousand of euros)

ot

3 4 £
TeSeves 1Lt Shareholders’ equity

As at1 Jé?‘.uary 2016 5 90,022 33,352 (39,434) (3,657) 80,288 20,840 101,128
Total income and expense for -

the year - - 7,134 - - .7134 1,836 8,970
Other comprehensive .
income: valuation
adjustments

FAs at 31 D b

]

]
As at 1 January 2015 - - 97,436 (6,432) (3,814) 87,190 40,073 © 127,263

‘Total income and expense for the ' '
year Y - - 5,244 - - 5,244 1,466 6,710

1 . .
Other comprehensive income:

valuation adjustments - s - - - 157 157 - 157
Shares issued 5 90,022 (90,027) - - - - -
Acquisition of treasury shares from

non-controlling interest (33,002) - (12,303) (20,699) (33,002)

+(39,434)

+80,288 x:3 20,840 (s

01,1283

IAs at31D 2018 e




Me q uaI Limited

Consolidated statement of cash flows

for the year ended 31 December 2016
(thousand of euros)

B B Yol oL Note 387753 8.0%7 2016 B

CASH FLOWS FROM OPERATING ACTIVITIES

Profit/(loss) for the year before tax 12,416 9,839

Adjustments for: 10,337 12,166
Amortization and depreciation 56,7 7,950 7,758
Impairment losses 34 304
Change in provisions 58 310
Grants recognized in the income statement (312) (209)
Proceeds from disposals of fixed assets 6 (1,300) (494)
Finance income (58) (624)
Finance expenses 17.5 3,970 5,137
Exchange gains/(losses) (5) (16)

Changes in operating assets and liabilities (2,228) (1,860)
(Increase) / decrease in inventories (2,515) (2,825)
(Increase) / decrease in trade and other receivables 1,350 338
(Increase) / decrease in other current assets 11 (72)
(Increase) / decrease in trade and other payables 492 420
(Increase) / decrease in other current liabilities (1,566) 264
(Increase) / decrease in other non-current liabilities - 15

Other cash flows from operating activities (6,445) (7,153)
Interest paid (3,970) (5,137)
Interest received 624
Income tax received (paid) (2, 533) (2,640)

£ Cash flows from operating activities i Hasnur 4t B £ e ST 512,992 4

CASH FLOWS FROM INVESTING ACTIVITIES

Payments for investments (7,138) (6,948)
Associates - (1,039)
Property, plant and equipment 6 (6,580) (5,609)
Investment property 7 (555) (300)
Other financial assets 3) -

Proceeds from sale of investments 3,467 415
Associates 17 -
Property, plant and equipment 1,106 415
Investment property 2,308 -
Other financial assets 36 -

£ Cash flows used in investing activities i & +-(6,533) 1

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from and payments for equity instruments ) - (33,002)
Acquisition of equity instruments - (33,002)
Proceeds from and payments for financial liability instruments (13,269) 19,575
Issue
Debt with financial institutions 22,032 29,849
Redemption and repayment of
Debt with financial institutions (21,305) (8,614)
Associates (13,996) -
F-Cash flows used in financing activities ': ¥ Din: ps 3,153) 4

i EFFECT. OF EXCHANGE RATE FLUCTUA ONS -t
ENET.INCREASE/DECREASE IN CASH AND CASH EQUIVALENTS

Cash and cash equivalents at the beginning of the year 1

Cash and cash equivalents at the end of the year 1 1,338 4,198

12




Mezqual Limited

Parent company statement of changes in equity
for the year ended 31 December 2016
(thousand of euros)

D e sH REServes (31X -

As at 1 January 2016
Total income and expense from Previous

Year (263) 263 -
Total income and expense for the Year 39
#1734 89,8031

As at 1 January 2015 - - - - -
Total income and expense for the year A - - (263) (263)
Issue of shares 5 90,022 - - 80,027
At 31iDecember 2015 i3 st %k, 7k ai YRS e Y 300,022 AiEy 1::(263) .+ 89,764 '

Parent company statement of cash flows
for the year ended 31 December 2016

(thousand of euros)

Profit/(loss) before tax 39 (264)
Changes in operating assets and liabilities 1 129
(Increase) / decrease in other current assets (118) )
Increase / (decrease) in trade and other payables 119 129

bt e 40 20 1B i (135) 3

t: Cash flows from operating activities &5~

CASH FLOWS FROM INVESTING ACTIVITIES

Investing activities - (90,027)
Acquisition of investment in El Enebro, S,A, 3 - (90,027)

¥ Cash flows used in investing activities : RS i LeniETL |, (90,027) 4

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from and payments for equity instruments - 90,027
New equity instruments 11 - 90,027
Proceeds from and payments for financial liability instruments 25 136
Issue 25 136
Related parties 25 136

F Cash flows used in financing activities ™3 23 Pl alold, 1T 4 S 8. Y AR §itiv7:90,164 3

LR Iy Lk R L i s TR ur
SRR PR T 1 68 8

¥.NET.INCREASE/DECREASE IN CASH AND CASH EQUIVALENTS i 355%™

Cash and cash equivalents at the beginning of the year 1 -

Cash and cash equivalents at the end of the year 66 1

13




Mezsual Limited ’

Notes to the group financial statements
for the year ended 31 December 2016

1. CORPORATE INFORMATION

MEZQUAL LIMITED was incorporated as a private limited company on 13 January 2014. Its
registered address is 9-10 Staple Inn, 2" floor, London, WC1V 7QH, United Kingdom.

Mezqual Limited is the holding company of El Enebro’s Group, It is principally engaged in the
management of investment property in El Enebro and subsidiaries.

At 31 December 2016 shareholders were Emilio Alvarez Mezquiriz (20%), Juan Carlos Alvarez
Mezquiriz (20%), Marta Maria Alvarez Mezquiriz (20%), Pablo Manuel Alvarez Mezquiriz (20%) and
Maria Elvira Alvarez Mezquiriz (20%).

2. BASIS OF PREPARATION

The consolidated financial statements of the Group and the individual financial statements of the
parent company have been prepared in accordance with International Financial Reporting Standards
(IFRS) as issued by the International Accounting Standards Board (IASB) adopted by the European
Union.’

As permitted by Section 408 of the Companies Act 2006, no Income Statement or Statement of
Comprehensive Income is presented for the parent company.

The Group prepared the financial statements in accordance with IFRS for the first time as of
December 31, 2015. Refer to Note 5 for information on how the Group adopted IFRS.

The consolidated financial statements have been prepared on a historical cost basis, except for
investment properties, certain land and buildings classified as property, plant and equipment,
derivative financial instruments and available-for-sale financial assets that have been measured at fair
value. Non-current assets held for sale have been measured at the lower of carrying amount and fair
value less cost to sell.

The figures contained in the consolidated financial statements are presented in thousand of euros
(€000), unless stated otherwise.

21 Fair presentation

The consolidated financial statements were prepared from the accounting records of the Parent and
its subsidiaries. Prevailing accounting legislation was applied to present fairly the Group’s
consolidated equity, financial position and resuits. The consolidated statement of cash flows was
prepared to present fairly the source and use of the Group's monetary assets, representing cash and
cash equivalents.

The accompanying consolidated financial statements were prepared and approved by the directors of
the Parent.

2.2 Critical issues concerning the measurement and estimation of uncertainties
In the preparation of the Group's consolidated financial statements, the Parent's directors made
estimates to determine the carrying amount of certain of the assets, liabilities, revenue and expenses,

and the disclosures of contingent liabilities. These estimates were made on the basis of the best
information available at the reporting date. However, given the uncertainty inherent in estimates,

14



Mezqual Limited

future events could require these estimates to be modified in subsequent reporting periods. Any
changes in accounting estimates would be made prospectively.

Key assumptions concerning the future and other key sources of estimation uncertainty at the end of
the reporting period that have a significant risk of resulting in a material adjustment to the carrying
amounts of assets and liabilities within the next financial year are as follows:

Taxation

In accordance with prevailing legislation, tax returns cannot be considered final until they have been
inspected by the tax authorities or until the relevant inspection period has elapsed in each tax
jurisdiction in which the group operates. The Parent's directors consider that no significant
contingencies would arise in the event of inspection that would result in material additional liabilities
for the Group.

Impairment of non-current assets

Estimates must be made when measuring non-current assets other than financial assets, especially
intangible assets with an indefinite useful life, to determine their fair value in order to assess whether
the assets may be impaired. To determine fair value, the directors estimate the expected future cash
flows from the assets or the cash-generating units to which they belong.

Impairment of inventories

Estimates must be made when measuring animals ready for sale or being raised, to determine their
fair value in order to assess whether the assets may be impaired. To determine fair value, the
Parent's directors estimate the price per kilogram of carcass weight in accordance with prices
established by the Spanish meat board (“mesa de contratacién”) for beef of similar characteristics,
and the average weight of each animal at the time of sale (Note 11).

Deferred tax assets

Deferred tax assets are recognized for all deductible temporary differences, the carry forward of
unused tax credits and any unused tax losses for which it is probable that each company or the tax
group will have sufficient future taxable profit available enabling their application. To determine the
amount of deferred tax assets that can be recognized, the directors estimate the amounts and dates
on which future taxable profits will be obtained, and the period of reversal of taxable temporary
differences. The Group recognized deferred tax assets of €1,785 thousand (2015: €2,192 thousand),
related mainly to deductible temporary differences (Note 18.2).

23 Consolidation of subsidiaries on a going concern basis

As in previous reporting periods, subsidiary Nucleo de Explotaciones Agropecuarias de Leén, NEAL,
S.A. incurred a considerable loss in 2016.

However, the Parent's directors, five of whom are also the company's shareholders, included this
company in the consolidated financial statements for 2016 on a going concern basis, as the Parent’s
shareholders state expressly that:

- There are no plans that could have a material impact on the carrying amounts or the
classification of the subsidiary's assets or liabilities at December 31, 2016.

- They have an irrevocable willingness and the ability to provide ongoing financial support to
this company so that it can continue in operation for at least one year after the date of
authorization for issue of the consolidated financial statements, restore its equity and make
the payments arising from its liabilities.

15



3. BASIS OF CONSOLIDATION

The consolidated financial statements comprise the financial statements of the Group and its
subsidiaries as at 31 December 2016.

On May 7, 2015 the Parent Company, Mezqual Limited, acquired 66.6% of the issued share capital of
El Enebro, S.A., a Company located in Spain. Both entities were managed under common. control.
This transaction was satisfied by the issuance of new 4,995 shares of Mezqual Limited 1 euro each
with a share premium amounting to 90,022 thousand euro.

IFRS 3 provides exemption for business combinations involving entities under common control. After
considering all the relevant factors, the Directors concluded that it was appropriate to apply the

pooling of interest method in accounting for the transaction.

The pooling of interest method is generally considered to involve the following:

. The assets and liabilities of the combining entities are reflected at their carrying amounts. No
adjustments are made to reflect fair values, or recognize any new assets or liabilities, at the
date of the combination that would otherwise be done under the acquisition method. The only
adjustments that are made are to align accounting policies.

. No “new” goodwill is recognized as a result of the combination. The only goodwill that is
recognized is any existing goodwill relating to either of the combining entities. Any difference .
between the consideration paid/transferred and the equity “acquired” is reflected within equity.

. The income statement reflects the results of the combining entities for the full year,
irrespective of when the combination took place.

The Group fully consolidates the subsidiaries over which the Parent has direct and indirect control,
and uses the equity method of accounting for those operated jointly with other companies outside the

Group.

Subsidiaries included in the scope of consolidation are as follows:

ame and-address

% ownership £

i
Direct i3 Indirectf}

Full consolidation

El Enebro, S.A.

Calle Gobelas 25

La Florida, Madrid, Spain

Bodegas Vega Sicilia, S.A.

The acquisition, holding, administration, lease and
disposal of securities, property and real estate.

Grape growing and processing, and the preparation,

79.4%

Valbuena de Duero, Valladolid, Spain production, marketing and sale of wine. - 79.4%
Bodegas y Vifiedos Alién, S.A.U. Preparation, production and bottling of wine and the

Pedafiel, Valladolid, Spain harvest and operation of vineyards. - 79.4%
El Quexigal, S.A.U. Preparation and packaging of agricuitural products,

Finca El Quexigal and the operation of rural estates for farming, livestock

Cebreros, Avila, Spain raising and tourism. - 79.4%
Tokaj Oremus, KFT Grape growing and processing, and the preparation,

Tolesva, Hungary production, marketing and sale of wine. - 79.4%
Nucleo de Explotaciones Agropecuarias

de Leén, NEAL, S.A.

Sahelices de Sabero, Ledn, Spain Production and sale of prime beef and byproducts. - 79.4%
Bodegas y Viiledos Piriti_a,pS.A.U. . .-Grape growing and processing; and the preparation,” B ) ’ -
"San Roman de Hornija, Valladolid, Spain production, marketing and sale of wine. - 79.4%
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Equity method

Benjamin Rothschild & Vega Sicilia, S.A. Grape growing and processing, and the preparation, - 39.7%
Paseo de Eduardo Dato, 15, Madrid, Spain production, marketing and sale of wine.

Europvin, S.A.S
65, cours Saint Louis, Bordeaux, France Sale of wine - 15.88%

All balances and transactions between fully-consolidated companies are eliminated on consolidation.

4, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The main recognition and measurement standards applied by the Group in the preparation of the
accompanying consolidated financial statements are as follows:

4.1 Translation of financial statements denominated in foreign currency

Financial statements in currencies other than the euro were translated at the rates of exchange at the
reporting date, whereby all assets, rights and obligations were translated to euros at the exchange
rate ruling at that date. Income statement items were translated at the exchange rate prevailing at the
date of the related transactions or at the average exchange rate where the difference was immaterial.
Equity was translated at the historical exchange rate. Exchange gains and losses arising on
translation are recognized through Other Comprehensive Income and held in the Valuation Reserve
as a separate component of equity.

The financial statements of subsidiaries used to prepare the Group’s consolidated financial
statements are for the year ended December 31, 2016, and all are presented in euros except those of
Tokaj Oremus, KFT, which are presented in Hungarian forint.

4.2 Non-controlling interests

Non-controlling interests represent the equity in a subsidiary not attributable, directly and indirectly, to
the parent company and is presented separately within equity in the consolidated balance sheet,
separately from equity attributable to owners of the parent. Losses within a subsidiary are attributed to
the non-controlling interest even if that results in a deficit balance.

4.3 Intangible assets

Intangible assets are initially measured at cost, determined as the purchase price or production cost.

After initial recognition, intangible assets are carried at cost less accumulated amortization and any
accumulated impairment.

The Company assesses whether the useful life of an intangible asset is finite or indefinite.

Intangible assets with a finite useful life are amortized on a systematic basis in accordance with their
estimated useful life and residual value. Amortization methods and periods are reviewed at the end of
each reporting period, and adjusted prospectively where applicable. Intangible assets are tested for
impairment at least at each financial period end and any impairment is recognized.

An intangible asset with an indefinite useful life is not amortized and is tested for impairment at least
annually. The assessment of indefinite useful life of these assets is reviewed annually.

Administrative concessions

Administrative concessions are amortized on a straight-line basis over the term of the concession,
discounting the years elapsed when the assets belong to the previous owners.
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Computer software

This item includes the cost for acquiring computer software from third parties. Computer software is
amortized on a straight-line basis over an estimated useful life of four years.

Maintenance costs are recognized in the income statement for the year in which they are incurred.

Development expenses

The Group recognizes research costs as an expense in the reporting period in which they are
incurred and capitalizes them from the time they meet the following conditions:

. The costs are itemized by project and clearly defined to enable them to be allocated over
time.
. There is evidence of the project's technical success and economic and commercial feasibility.

Since it began operations in May 1997, subsidiary Nucleo de Explotaciones Agropecuarias de Leén,
NEAL, S.A. has incurred certain expenses related to its Proyecto Carnico Integral (integrated meat
project) entailing investment in human and economic capital to achieve long-term profitability from its
brand. This expenditure is capitalized in the consolidated balance sheet and amortized on a straight-
line basis from the reporting period beginning after its recognition within a 5-year period, provided that
a feasibility study is prepared showing that the period of recoverability of the asset and its capacity to
generate future economic benefits is five years.

Where there is reasonable doubt as to the technical success and economic and commercial feasibility
of the project, any amounts capitalized are recognized directly in consolidated losses for the reporting
period.

Expenditure capitalized is recognized according to its nature in the income statement with a balancing
entry in income under “Work carried out by the group for assets.”

Other intangible assets

This item includes the cost for acquiring replanting rights from third parties. These assets are not
amortized and are tested for impairment at least annually.

44 Property, plant and equipment

Elements of property, plant and equipment are measured at cost, determined as the purchase price or
production cost. :

After initial recognition, property, plant and equipment are carried at cost less accumulated
depreciation and any accumulated impairment.

Borrowing costs accrued that meet the requirement for capitalization for assets acquired or produced
after January 1, 2008 that need more than one year to be brought into working condition are included
in the purchase price or production cost.

Expenses for repairs that do not extend the useful life of the assets, as well as maintenance costs,
are taken to the income statement in the year incurred. Costs incurred to renovate, enlarge or
improve items of property, plant and equipment which increase capacity or productivity or extend the
useful life of the asset are capitalized as an increase in the value of the asset. The carrying amount of
items that are replaced are derecognized.

When available for use, property, plant and equipment are depreciated on a straight-line basis over
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their estimated useful life.

The estimated useful life of property, plant and equipment are as follows:

R o 2 "~ Years of useful life_!

Buildings and constructions 5-50
Technical installations and machinery 3-12
Information technology equipment 4
Furniture 10
Motor vehicles 8-10
Other property, plant and equipment

Livestock in the breeding age 6

Wine casks and plantations 1-16

Works of art and antiques Indefinite

The Group reviews the assets’ residual value, useful lives and depreciation methods at the end of
each reporting period and adjusts them prospectively where applicable.

4.5 Investment properties

Buildings, residential real estate and commercial premises leased to third parties are classified as
investment properties. The criteria set out for property, plant, and equipment are applied to
investment property. Depreciation of investment property is calculated on a straight-line basis over the
estimated useful life of the asset, which ranges from 25 to 50 years.

4.6 Impairment of non-financial assets

The Group assesses, at least at the end of each reporting period, whether there is an indication that a
non-current asset or, where applicable, a cash-generating unit, may be impaired. If any indication
exists, the Group estimates the asset's recoverable amount.

The recoverable amount is the higher of the fair value of the asset less costs to sell and its value in
use. The asset is considered impaired when its carrying amount exceeds its recoverable amount. The
value in use is the present value of the future cash flows expected to be obtained, discounted at a
market risk-free rate and adjusted for any risks specific to the asset. For those assets that do not
generate cash inflows that are largely independent of those from other assets or groups of assets, the
recoverable amount is determined for the cash-generating unit to which the asset belongs.

For works of arts, antiques and planting rights, which are considered to have indefinite useful lives,
the Group estimates their fair value at the end of the reporting period and recognizes an impairment
loss where this is lower than carrying amount.

Impairment and any reversals thereof are recognized in the consolidated income statement.
Impairment losses are reversed only if the circumstances that gave rise to the impairment cease to
exist. Impairment is only reversed up to the limit of the carrying amount of the asset that would have
been determined had the impairment loss not been recognized.

4.7 Leases

Agreements are classified as finance-leases when the economic conditions of the lease arrangement
indicate that substantially all the risks and rewards incidental to ownership of the asset are considered
to be transferred. All other lease arrangements are classified as operating leases.

Group as lessee

The Group recognizes assets acquired under finance leases according to the nature of the asset, and
a financial liability for the same amount, at the lower of the fair value of the leased asset and the
present value of the minimum lease payments, including the purchase option. Minimum lease
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payments exclude contingent rents, costs for services and taxes that may be passed on by the lessor.
Lease payments are apportioned between finance charges and reduction of the lease liability. The
total finance charge is allocated over the lease term and recognized in consolidated profit and loss for
the reporting period in which it is accrued, using the effective interest rate method. The lessee applies
the same depreciation, amortization, impairment and derecognition criteria as applied to assets of a
similar nature.

Operating lease payments are recognized as expenses in the consolidated income statement when
accrued.

Group as lessor
Income from operating leases is recognized in the consolidated income statement when accrued. The
carrying amount is increased by the amount of directly attributable contract costs, which are

recognized as an expense over the lease term using the same criteria as for the recognition of lease
income.

4.8 Financial assets

Classification and measurement

Loans and receivables

The Group recognizes in this category trade and non-trade receivables, which include financial assets
with fixed or determinable payments not traded in an active market for which the Company expects to
recover all of its initial investment, for reasons other than credit deterioration.

Loans and receivables are initially measured at fair value. In the absence of evidence to the contrary,
this is the transaction price, which is equivalent to the fair value of the consideration given plus
directly attributable transaction costs. The financial assets included in this category are subsequently
measured at amortized cost.

Nonetheless, trade receivables falling due within one year for which there is no contractual interest
rate, and loans and advances to personnel, dividends receivable and receivables on called-up equity
instruments expected to be collected in the short term are measured initially and subsequently at their
nominal amount, provided that the effect of not discounting the cash flows is not material.

In guarantees extended for operating leases, the difference between the fair value (calculated taking
the minimum contractual terms as the remaining period) and the amount disbursed is not considered
as a prepayment for the lease or taken to the consolidated income statement over the lease term as
the Parent’s directors consider that the effect is not material.

Available-for-sale financial assets
This item includes equity investments not classified in any of the above categories.

Available-for-sale financial assets are initially measured at fair value. In the absence of evidence to
the contrary, this is the transaction price, which is equivalent to the fair value of the consideration
given plus directly attributable transaction costs.

Available-for-sale assets are subsequently measured at fair value, without deducting any transaction
costs incurred on disposal. Changes in fair value are accounted for directly in equity until the financial
asset is derecognized or impaired, and subsequently in the consolidated income statement. However,
exchange gains and losses on monetary financial assets in foreign currency are recognized in the
consolidated income statement.

Investments in equity instruments for which the fair value cannot be estimated reliably are measured
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at cost less any accumulated impairment.

Derecognition

Financial assets are derecognized when the contractual rights to the cash flows from the financial
asset expire or have been transferred, provided that substantially all the risks and rewards of
ownership have been transferred.

If the Group has neither transferred nor retained substantially all the risks and rewards, it
derecognizes the financial asset when it has not retained control over that asset. If the Group retains
control over the asset, it continues to recognize the asset at the amount of the exposure to variability
in the value of the transferred asset; that is, to the extent of its continuing involvement in the financial
asset. The associated liability is also recognized.

Interest and dividends from financial assets

Interest and dividends accrued on financial assets after acquisition are recognized as income in the
consolidated income statement. interest is accounted for using the effective interest rate method,
while dividends are recognized when the right to receive payment is established.

Upon initial measurement of financial assets, accrued explicit interest receivable at the measurement
date is recognized separately, based on maturity. Dividends declared by the pertinent body at the
acquisition date are also accounted for separately. Explicit interest is the interest obtained by applying
the financial instrument’s contractual interest rate.

4.9 Impairment of financial assets

The Group adjusts the carrying amount of financial assets with a charge to the consolidated income
statement when there is objective evidence that the asset is impaired. To determine impairment
losses on financial assets, the Group assesses the potential loss of individual as well as groups of
assets with similar risk exposure.

Debt instruments and available-for-sale financial assets

The Group classifies as impaired assets (non-performing assets) debt instruments for which there is
objective evidence of impairment, which refers basically to the existence of unpaid balances, non-
compliance issues, refinancing and data which evidence the possible irrecoverability of total agreed-
upon future cash flows or a delay in their collection.

The reversal of an impairment loss is recognized as income in the consolidated income statement.
The loss can only be reversed up to the limit of the carrying amount of the financial asset that would
have been disclosed at the reversal date had the impairment loss not been recognized.

Equity investments

For equity investments measured at cost and included in available-for-sale financial assets, the
impairment loss is measured as the difference between the carrying amount and the recoverable
amount. The recoverable amount is the higher of fair value less costs to sell and the present value of
the future cash flows from the investment. When estimating impairment, the investee’s equity is taken
into consideration, corrected for any unrealized gains existing at the measurement date. The losses
are recognized directly in the consolidated income statement through a reduction in equity.

The reversal of an impairment loss on equity investments in group companies, jointly controlled
entities, and associates is recognized in the consolidated income statement. The loss can only be
reversed up to the limit of the carrying amount of the investment that would have been disclosed at
the reversal date had the impairment loss not been recognized.
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4.10 Financial liabilities

Classification and measurement

Debts and payables

This category includes financial liabilities arising on the purchase of goods and services in the course
of the Group’s trade operations, and non-trade payables that are not derivatives.

Financial liabilities included in this category are initially measured at fair value. In the absence of
evidence to the contrary, this is the transaction price, which is equivalent to the fair value of the
consideration received, adjusted for directly attributable transaction costs.

The financial liabilities included in this category are subsequently measured at amortized cost.
Accrued interest is recognized in the consolidated income statement using the effective interest rate
method. .

Nonetheless, trade payables falling due within one year for which there is no contractual interest rate,
and called-up equity holdings expected to be settled in the short term are measured at their nominal
amount, provided that the effect of not discounting the cash flows is immaterial.

Guarantees received for operating leases, which are deposited directly at the related public bodies for
the legal amount established, are measured at the amount of reimbursement, which does not differ
significantly from fair value, taking the minimum contractual term as the remaining period.

Hedging derivatives
These include derivatives classified as hedging instruments.

Financial instruments which have been designated as hedging instruments are measured as indicated
in Note 4.14.

Derecognition

The Group derecognizes a financial liability when the obligation is extinguished.
410 Accounting hedges

The Group arranges cash flow hedges for funding received at variable interest rates. These are
hedges of the exposure to variability in cash flows that is attributable to changes in interest rates on
loans received. Interest rate swaps are used to exchange variable for fixed rates. The portion of the
gain or loss of the hedging instrument that is determined to be an effective hedge is recognized
temporarily in equity and allocated to the income statement in the reporting period or periods in which
the hedged transaction affects profit or loss.

Transactions are only designated as hedges when they eliminate efficiently any risk inherent to the
hedged item or position throughout the duration of the hedge, which implies that at the inception of
the contract, the hedging item is highly effective (prospective effectiveness) and there is sufficient
evidence that the hedge will be effective throughout the life of the hedged item or position
(retrospective effectiveness). The Group adequately documents the hedge, including how it intends to
achieve and measure its effectiveness under its risk management policy.

The Group measures hedge effectiveness by testing to verify that the differences arising from
changes in the value of the hedged item and the corresponding hedging instrument remain within a
range of 80% to 125% over the term to maturity, thereby complying with forecasts documented at the
related contract dates.
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If at any time financial derivatives do not qualify for treatment as hedges, they are reclassified as held-
for-trading derivatives.

The Group's accounting hedges expired in 2015.
411  Treasury shares

Treasury shares are presented as a reduction in equity when they are acquired. No gain or loss is
recognized in the consolidated income statement when treasury shares are sold or cancelled. Income
and expenses arising from transactions with treasury shares are taken directly to equity as a
reduction in reserves.

The first year in which the Group adopted IFRS, a restatement of previous periods was made.
Consequently, treasury shares shown in the attached consolidated statement of financial position at
31 December 2016 and at 31 December 2015 correspond to El Enebro, S.A., not to the Parent
Company of the Group, Mezqual Limited. For further information regarding first time adoption of IFRS,
see Note 5 below.

4.12 Inventories

Goods included in inventories are measured at purchase price or production cost, including indirect
taxes on inventories when these are not directly recoverable from the taxation authorities in
accordance with the following criteria:

- Inventories of wine included in work in progress and finished goods are measured at
production cost. Production cost includes the costs of raw materials, consumables, labour and
direct construction costs, and is calculated using the average cost method for each harvest.
Work in progress and finished goods whose average maturity or sale at the end of the
reporting period exceeds one year are considered goods undergoing production and aging
with a long production cycle.

- Production cost of livestock is determined by adding to the purchase price from third parties
(where the animals are acquired from third parties) the costs directly attributable to the
product, such as feed and pharmaceuticals. Also included is the proportional amount of
indirectly attributable costs, insofar as these relate to the raising period, incurred to bring the
livestock into a saleable condition and are based on the level of usage of normal production
capacity of the raising facilities.

The purchase price or production cost of inventories that require a period of more than one year to
bring them into a saleable condition includes borrowing costs accrued during the construction, aging,
raising or preparation period.

Valuation allowances are made and recognized as an expense in the consolidated income statement
when the purchase price or production cost of inventories exceeds the net realizable value. No
valuation allowances are made for raw materials and other consumables used in the production

process if the finished products into which they will be incorporated are expected to be sold above
cost.

413 Cash and cash equivalents

Cash and cash equivalents include cash, current accounts, short-term deposits and purchases of
assets under resale agreements which meet the following criteria:

- They are convertible to cash.
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- They have a maturity of three months or less from the date of acquisition.

- There is no significant risk of changes in value.
- They form part of the Group’s usual cash management strategy.
414 Government grants

Government grants are recognised where there is reasonable assurance that the grant will be
received and all attached conditions will be complied with. When the grant relates to an expense item,
it is recognised as income on a systematic basis over the periods that the costs, which it is intended
to compensate, are expensed. Where the grant relates to an asset, it is recognised as income in
equal amounts over the expected useful life of the related asset.

When the Group receives non-monetary grants, the asset and the grant are recorded gross at
nominal amounts and released to profit or loss over the expected useful life of the asset, based on the
pattern of consumption of the benefits of the underlying asset by equal annual instalments. When
loans or similar assistance are provided by governments or related institutions with an interest rate
below the current applicable market rate, the effect of this favourable interest is regarded as a
government grant.

415 Provisions and contingencies

Liabilities for which the amount and settlement date are uncertain are recognized as provisions when
the Group has a present obligation (legal, contractual, constructive or tacit) arising from past events,
the settlement of which is expected to result in an outflow of resources and the amount of which can
be measured reliably.

Provisions are measured at the present value of the best estimate of the amount required to settle the
obligation or transfer it to a third party. Adjustments arising from the discounting of the provision are
recognized as a finance expense when accrued. Provisions expiring within one year are not
discounted where the financial effect is not material. Provisions are reviewed at the end of each
reporting period and adjusted to reflect the current best estimate.

In addition, contingent liabilities are considered to be possible obligations that arise from past events
whose materialization depends on the occurrence of future events not wholly within the Group's
control, as well as present obligations arising from past events regarding which it is not probable that
an outflow of resources will be required to settle them or which cannot be reliably measured.
Contingent liabilities are not recognized in the financial statements, but are disclosed in the
accompanying notes, unless the likelihood of an outflow of resources is considered remote.

4.16  Obligations arising from Iohg-term employee benefits

The Group classifies its long-term employee benefits depending on their nature as defined benefit and
defined contribution plans. Defined contribution plans are those in which the Group has an obligation
to make predetermined contributions into a separate entity (for instance, an insurance company or a
pension pian), provided that there is no legal, contractual or constructive obligation to make further
contributions if the separate entity were unable to meet its obligations. Obligations that do not entail a
defined contribution are considered defined benefit plans.

Retirement benefits under defined contribution schemes

The Group has commitments were certain employees to make contributions to an insurance policy,
which are recognized in the income statement on an accrual basis, receivable by these employees if
they remain at the company up to their retirement.
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417 Income tax

Current income tax assets and liabilities for the current period are measured at the amount expected
to be recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute
the amount are those that are enacted, or substantively enacted at the reporting date in the countries
where the Group operates and generates taxable income.

Current income tax relating to items recognised directly in equity is recognised in equity and not in the
statement of profit or loss. Management periodically evaluates positions taken in the tax returns with
respect to situations in which applicable tax regulations are subject to interpretation, and it establishes
provisions where appropriate.

The Group's principal operating subsidiary in Spain, El Enebro, S.A., together with the fully-
consolidated Spanish subsidiaries, files tax returns under the special regime for groups of companies
in Spain.

Income tax expense for the year is calculated as the sum of current tax resulting from applying the
corresponding tax rate to taxable profit for the year, less deductions and other tax relief, taking into
account changes during the year in recognized deferred tax assets and liabilities. The tax expense is
recognized in the consolidated income statement, except when it relates to transactions recognized
directly in equity, in which case the related tax is likewise recognized in equity, and in the initial
accounting of business combinations, in which case it is recognized as with the remaining assets and
liabilities of the business acquired.

Deferred taxes are recognized for temporary differences at the reporting date between the tax bases
of assets and liabilities and their carrying amounts. The tax base of an asset or liability is the amount
attributed to it for tax purposes. The tax effect of temporary differences is included in “Deferred tax
assets” or “Deferred tax liabilities” on the consolidated balance sheet, as applicable. The Group
recognizes deferred tax liabilities for all temporary differences, except where disallowed under
prevailing tax legislation.

The Group recognizes deferred tax assets for all deductible temporary differences, the carry forward
of unused tax credits and unused tax losses to the extent that it is probable that the related individual
company or, where appropriate, the consolidated tax group, will have future taxable profit against
which these assets may be utilised, except where disallowed by prevailing tax legislation.

At the end of each reporting period, the Group reassesses recognized and previously unrecognized
deferred tax assets. Based on this analysis, a previously recorded deferred tax asset is derecognized
when recovery is no longer probable, or a previously unrecorded deferred tax asset is recorded to the
extent that it is probable the related individual company or, where appropriate, the consolidated tax
group, will have sufficient future taxable profit enabling its application.

Deferred tax assets and liabilities are measured using the tax rates expected to prevail upon their
reversal, based on tax legislation approved, and in accordance with the manner in which the assets
are reasonably expected to be recovered and liabilities settled.

Deferred tax assets and deferred tax liabilities are not discounted and are classified as non-current
assets or non-current liabilities, regardless of the date they are expected to be realized or settled.

4.18 Classification of current and non-current assets and liabilities

- Assets and liabilities are classified in the consolidated balance sheet as current or non-current.
Accordingly, assets and liabilities are classified as current when they are associated with the
operating cycle and it is expected that they will be sold, consumed, realized or settled within the
normal course of that cycle; when they differ from the aforementioned assets and are expected to
mature, to be sold or settled within one year; and when they are held for trading or are cash and cash
equivalents whose use is not restricted to one year.
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The normal operating cycle is less than one year for all the activities, except:
- Wine aging, whose cycle ranges between two and 10 years
- The raising of certain cattle, whose cycle is approximately four years.

Note 11 provides a breakdown of inventories whose aging or raising period before they become
available for sale is more than one year.

419 Revenue and expenses

In accordance with the accruals principle, revenue and expenses are recognized when the goods or
services represented by them take place, regardless of when actual payment or collection occurs.

Revenue from sales and the rendering of services is recognized when it is probable that the profit or
economic benefits associated with the transaction will flow to the Group and the amount of revenue
and costs incurred or to be incurred can be measured reliably. Revenue is measured at the fair value
of the consideration received or receivable, less any trade discounts, rebates or similar items granted
by the Group and interest on the nominal amount of credit extended. Applicable indirect taxes on
transactions that the Company must pass on to third parties are not included in revenue.

Rental income is accounted for on a straight-line basis over the lease term.
4.20 Foreign currency translation

The Group's functional and presentation currency is the euro. Foreign currency transactions are
translated into euros at the spot exchange rate prevailing at the date of the transaction.

Monetary assets and liabilities denominated in foreign currency are translated at the spot rate
prevailing at the consolidated balance sheet date. Exchange gains or losses arising on this process
and on settlement of these assets and liabilities are recognized in the income statement for the
reporting period in which they occur.

The functional currency of Tokaj Oremus is the Hungarian forint. Translation to the presentation
currency is carried out as explained in Note 4.4.

4.21 Environmental assets and liabilities

Expenses incurred to comply with environmental protection legislation are recognized in the year in
which they are incurred, unless they correspond to purchases of assets incorporated in the Group's
equity to be used over an extended period, in which case they are recognized in the corresponding
line of “Property, plant and equipment” and depreciated using the same criteria.

4.22 Related party transactions

Related party transactions are measured using the same criteria described above.

The prices of related party transactions are adequately documented; therefore, the Parent’s directors
consider there are no risks of significant tax liabilities arising.

4.23 Termination benefits
In accordance with prevailing legisiation in Spain, the Group is required to pay indemnities to
employees whose contracts are terminated under certain circumstances. Reasonably quantifiable

termination benefits are recognized as an expense in the year in which the Group has created a valid
expectation with respect to third parties that it will assume an obligation.
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5. INTANGIBLE ASSETS

The movements in items comprising “Intangible assets” are as follows:

ﬁ 0) &3+

for the year ended December

31, 2016

Cost

Research 5,688 - - - 47 5,735

Concessions 99 - - - - 99

Patents, licenses, trademarks, ) ) . _ 64

and similar rights 64

Computer software 842 - - - 1 843

Other intangible assets 109 - . - - - 109

6,802 - - - 27 6,850

Accumulated amortization

Research (5,131) (125) - (79) (50) (5,385)

Concessions (136) (4) - 79 - (61)

Patents, licenses, trademarks, 1) ) . R 47)

and similar rights (46)

Computer software (815) (53) - - 25 (843)

Other assets - (33) ~ - (33)
(6,128) (216) - - (25) (6,369)

K RRE AR QA TR T G
S T4 R L W

ICarrying amount

:Balance at -y

!(€00 ) 5 ecember 31

for the year ended December

31, 2015

Cost

Research 5,666 - - - 22 5,688

Concessions a9 - - - - Q99

Patents, licenses, trademarks,

and similar rights 64 - - - - 64

Computer software 841 1 - - - 842

Other intangible assets 96 13 - - - 109
6,766 14 - - 22 6,802

Accumulated amortization

Research (5,005) (126) - - - (5,131)

Concessions (75) 61) - - - (136)

Patents, licenses, trademarks,
and similar rights
Computer software

iCarrying amount ;43" &

Fully amortized items of intangible assets in use at December 31 are as follows:

§(€000) . Coeby HANEY B RSB Lo 2016 LA R 2015 §
Research 4,862 4,862
Patents 36
Computer software . 777

BT B  Filg T Y Pt R ROET ORIV BRI T ks -+.5,675
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6. PROPERTY, PLANT AND EQUIPMENT

The movements in items composing “Property, plant and equipment” are as follows:

F— Balance at -7

(€000 ecember. 31

2016

Cost

Land and buildings 55,713 167 (537) 394 117 55,854

Technical installations and other items 58,277 3,361 (2,072) 1,280 61 60,907

Under construction and advances 696 3,052 (633) (1,674) 4 1,445
114,686 6,580 (3,.242) - 182 118,206

Accumulated depreciation

Buildings (24,436) (2,164) 438 - (47) (26,209)

Technical installations and other items (37,080) (4,157) (41) (39,350)
(61 516)

(88) (65,559)
-+ 52,6473

R e w83, AT0 B A

R

1Carrying amount 3 i

ot

2015

Cost

Land and buildings 53,815 786 (143) 1,252 3 55,713

Technical installations and other items 55,544 2,753 (2,553) 2,530 3 58,277

Under construction and advances 1,386 3,383 (291) (3,782) - 696
110,745 6,922 (2,987) - 6 114,686

Accumulated depreciation

Buildings (22,421) (2,127) 115 - 3) (24,436)

Technical installations and other items (35,655) (3,923) 2,502 - (4) (37,080)
(58 076) (6,050) 2, 617 - @) (61,516)

{Carrying amount : X = T M R RS < 3 =1 63,170 ¢

6.1 Significant movements

Additions to “Technical installations and other items” in 2016 related mainly to the construction and
refurbishment of the main building of the winery facilities and the acquisition of new casks, and in
2015 to the new offices of a subsidiary and the labeling plant, upgrades to installations and the
acquisition of new casks by the wineries.

Disposals of “Technical installations and other items” in 2016 and 2015 related mainly to the sale by
the wineries of casks and agricultural vehicles.

Net gains in 2016 for the Group on the disposal of property, plant and equipment amounted to €326
thousand (2015: €494 thousand).

6.2 Note on balance sheet revaluation

On June 17, 2013, the sole shareholder of the subsidiary Bodegas y Vifiedos Pintia, S.A.U. approved
the balance sheet update and “ad hoc” revaluation proposed by the Company's directors in
accordance with Law 16/2012, of December 27, published on December 28, 2012, adopting certain
tax measures to consolidate public finances and promote economic activity.

The balance sheet revaluation was carried out pursuant to the instructions set out in Law 16/2012,
resulting in an increase in property, plant and equipment of €1,400 thousand and in reserves_in
" consolidated companies of €1,330 thousand (no movements in 2015 and 2016), including the related ~
tax expense of €70 thousand.
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6.3 Operating leases

The future minimum payments under non-cancellable operating leases at December 31 are as
follows:

§ (€000) 4ietitidis PR R i R T i G S Yoo e b T 20167 ki 2015 4
Within one year 492 604
After one year but not more than five years 924 1,068

B bR ook ke R AR TR R U Rl s AL M Y L e SR D B 5 1,416 L ke b 1,672

6.4 Other information

Fully depreciated items of property, plant and equipment in use at December 31 are as follows:

1(€000) i35 I PR Yhese, LA P b A LRSI T e 5020167 2 .0 20154
Buildings 4,012 4,057
Technical installations and other |tems 23,181 17,385

l"’:' <oy NI T

S

ot 27,1931 4. 21,4421

The Group's policy is to arrange insurance policies to cover potential risks that could affect its items of
property, plant and equipment, The carrying amount of these items at December 31, 2016 was
reasonably assured by the related insurance policies,

7. INVESTMENT PROPERTY

The movements in items composing “Investment property” are as follows:

i L ;~iBalance at:" Addntlons and A i ot </ Balance at ;"

(€000 sJanuary 1. <. allowances :. LD|sposals Transfers < December 31°

2016

Cost

Land and buildings 60,290 555 (1,722) - 59,123

60,290 555 (1,722) - 59,123

Accumulated depreciation

Buildings (17,169) (1,433) 388 - (18,214)
(17 169) (1,433) 388 - (18,214)

[Carrying amount i =L 3 5w *T ¥ 1 143,121 0 e AR Gaerd T T HEL run, 440,909

‘" 'Balance at = Additions and

+-*Balance at j’

~January 1:-5 - “allowances lesposaIs “Transfers s December 31

2015
Cost
Land and buildings 59,992 298 - - 60,290

59,992 298 - - 60,290
Accumulated depreciation
Buildings (15,669) {1,500) - - (17,169)

(15,669) (1,500) - - (17,169)

{Carrying amount ¥ i

44,323, bt o ¥ e

43,1214

The value at December 31, 2016 of the land on which the buildings stand amounted to €17,909
thousand (2015: €17,757 thousand).

7.1  Significant movements
In 2016, El Enebro, S.A. invested €500 thousand to acquire 19.81% of surface rights for a residential
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development project in Spain. There were no significant additions in 2015.

Disposals in 2016 related mainly to the sale of buildings owned by El Enebro, S.A. in Mexico and
Puente Romano. The net gain by the Group on these disposals amounted to €974 thousand. There
were no disposals in 2015.

7.2 Finance leases

The net carrying amounts of items of investment property acquired under finance leases at December
31 are as follows:

¥ (€000) § rarssrdiatia e B iy S RBre RS B DR SRR R R R R R e e 1o 2016 1 i 20156
Buildings
Cost 33,031 33,045

Accumulated deprecuatlon (7,292) {6,516)
i, Tasd R 26,739 084 14126,529 4

RN o g PRE T R

FRLAAY b A0 R TR )

The cost at which assets held under finance lease were initially recognized was the present value of
the minimum lease payments at the inception of the finance lease.

The reconciliation between the total amount of future minimum payments and their present value at
December 31 is as follows:

Within one year 1,433 1,353 1,470 1,345
After one year but not more than five years 7,393 7,116 8,246 7,807

More than f've years i 5,445 5,481 6,163 6,108
¥ FEL AT AT g M R e 8 L 14,271 Lokt 513,980 % Wi, wi 15,879 L X 133:5:15,260 ¢

The finance lease arrangements have the following characteristics:

- The remaining terms of the leases range from one to seven years (2015: one to eight years).

- Interest is at variable rates and indexed to the 1-year Euribor rate plus a spread of 0,6%
(constant spread throughout the lease term).

- Finance costs accrued in 2016 amounted to €100 thousand (2015: €144 thousand) (Note
19.5).

- Upkeep and maintenance costs are borne by the lessee.

- The amount of purchase options is equivalent to the final payments of the finance leases.

- There are no contingent lease payments.

7.3 Operating leases

The Group's investment properties are leased out to Group companies, associates or third parties
under operating leases or are in the process of being leased, The lease terms range from one to eight
years and there are no contingent payments.

Income obtained in 2016, mainly from the lease of investment properties, amounted to €4,521
thousand (2015: €4,276 thousand) (Note 19.1).

Expenses related to investment properties and--other  minor revenue-generating assets. in-2016. . .. ... -
correspond to the related annual depreciation charge, of €1,359 thousand (2015: €1,321 thousand),
and to administration and maintenance, of €1,503 thousand (2015: €1,036 thousand). Meanwhile,
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costs from unleased properties in 2016 included 21 thousand of depreciation (2015: €63 thousand)

and €285 thousand of administration and maintenance (2015: €93 thousand).

The future minimum rentals receivable under non-cancellable operating leases at December 31 are

as follows:

1.(€000) . = 2w &

Within one year
After one year but not more than five years

More than five years
v -

T 48,461

ST 8% T By BT e el T D e S B e i 0 07123,036

7.4 Other information

At December 31, 2016, the Group had fully depreciated buildings amounting to €1,391 thousand

(2015: €1,185 thousand).

The following investment properties were mortgaged in guarantee of bank borrowings at the end of

the year (Note 17.1):

2016

l, :
(€000)
Building at calle I, 5 in the Mutilva Baja industrial park (Valle de Aranguren) 554
Building at ¢/ Gobelas, 25-27, Urbanizacién La Florida de Madrid 7,933
Office, warehouse and garage at calle Quevedo, s/n de Santa Cruz de Tenerife 925

| premises at ¢/ Vene:

mmercia la, 2 de Vigo 1,077

T q. R T i 240,489

[ R I .

5 .7 (2,991) 1. 17,4981

Accumulated:”

Building at calle |, 5 in the Mutilva Baja industrial park (Valle de Aranguren) 554

Building at ¢/ Gobelas, 25-27, Urbanizacion La Florida de Madrid 7,933

Office, warehouse and garage at calle Quevedo, s/n de Santa Cruz de Tenerife 925

Three commercial premises at ¢/ Venezuela, 2 de Vigo 1,077
BUE OL VR AR TR LTI FE O SN 2T TSRER T O I B G VR 010,489 S i (2,811) 1

It is the Group’s policy to arrange insure policies to cover the potential risks to which its investment
properties are exposed, The carrying amount of these items at December 31, 2016 was reasonably

covered by the related insurance policies.

8. INVESTMENTS IN COMPANIES ACCOUNTED FOR USING THE EQUITY METHOD

The breakdown of and movement in companies accounted for using the equity method is as follows:

“Inclusion in the:

(€000)

December 31+

2016

Benjamin Rothschild &

Vega Sicilia, S,A, 7,561 - - (723) (39)
Europvin, SA,S 1,070 - - - (52)
B EEra T R i IS 8,63 L tel et Nt n e e (T23) TR e (9) e b RS B
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#4 . Amounts
recognized in

000)

"% profit or loss
2015
Benjamin Rothschild &
Vega Sicilia, S,A, 7,059 - 421 81 - 7,561
Europvin, SAS - 1,039 - - 31 1,070
[T % S b i TO69 b AR R B L et e et i 2 b A MO g W e 0 8631

In 2015, the Group acquired a package of additional shares of Europvin, S,A,S,, raising its ownership
interest to 19,98%, In addition, through its Chief Executive Officer, the Company holds the position of
Chairman of the Board of Directors of this investee. Therefore, this investment was accounted for at
year-end 2016 and 2015 in the Group’s consolidated financial statements using the equity method.

In addition, a provision for impairment of Bodegas Benjamin de Rothschild & Vega-Sicilia, S,A was

reversed in 2015 based on an assessment of the company’s current situation after obtaining a profit
for the year and taking into account its outlook and unrealized gains.

9. FINANCIAL ASSETS

Group

The detail of financial assets, excluding investments in companies accounted for using the equity
method (Note 9) is as follows:

i:December 31, 2016, =
=+ Loans, . 7 "

Non-current financial assets
Available-for-sale financial assets

Measured at cost 88,084 - 88,084 88,095 - 88,095
Loans and receivables - 705 705 - 691 691
88,084 705 88,789 88,095 691 88,786

Current financial assets
Loans and receivables - 5,105 5,105 - 5,411 5411
5,105 5,105 5,411 5,411

BOUUMELMRITIER IR Ui TRL T 3 ROLETRS Y S 88,084 v v 6,810 -0 .°93,894 505 ~1i88,095 o E. (5. 716,102.% 194,197 ¢

These amounts are included in the following balance sheet line items:

b v Equity - : Loans, derivatives and .+ 4 1 <77
(€000) ¢ instruments i*+ other financial assets | “% i Total #: |
31 December 2016
Non-current financial assets

Non-current investments 88,084 705 88,789
88,084 705 88,789

Current financial assets
Trade and other receivables - 4,997 4,997
Current investments - 108 108
5,105 5,105

TR £ S

3

| i ol JBe ihesd 88,084 My KL IR

55,810 - - 193,894 3
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31 December 2015
Non-current financial assets

Non-current investments 88,095 691 88,786
88,095 691 88,786

Current financial assets
Trade and other receivables - 5,295 5,295
Current investments - 116 116
5411 5411

P o P R o G v i 88,005 % i 3 B 155 1 6,1027% 2or 94,197

3 ¥

SRR Y iR

k3

R

9.1 Available-for-sale financial assets

The breakdown of available-for-sale financial assets is as follows:

E’eooo), :
31 December 2016
Eulen, SA, 87,732 - 87,732 39,24%
Sociedad para e! Desarrollo Industriat de Castilla y Leén, SODICAL 332 - 332 2,60%
Other equity instruments 20 - 20 -
BT e ARSI ST RS L R R RGO T T e ST AR RS T R 88,084 A% L B

31 December 2015

Eulen, S A, 87,732 - 87,732 39,24%
Sociedad para el Desarrollo Industrial de Castilla y Leén, SODICAL 332 - 332 2,60%
Other equity instruments 31 -

| SR A e o aia e R SN S R L 88,095 4 HIF idinitiry

The Group holds these investments for strategic reasons and measures them at cost, as it does not
have sufficient available information to determine fair value reliably. They are classified as non-current
assets as the Group does not have the intention of selling them in the short term. None of these
assets are listed on a stock exchange.

In 2013, the Group increased its investment in Eulen, S.A. by €81,042 thousand. The acquisition was
executed in March 2013, with an initial acquisition of 133,263 shares, and completed afterwards with
the acquisition of the remaining 19,357 shares included in the offer. The acquisition price was €530
per share. A significant portion of the price will be paid over the long term, at market rates of interest
(Note 17.2). The transaction costs amounted to €153 thousand. To guarantee payment of the price,
the Group issued a pledge on shares of subsidiary Bodegas Vega Sicilia, S,A. At December 31, 2016,
the Group carried the Eulen shares in its books at cost, which amounted to €87,732 thousand in
2015. Eulen, S.A. is not listed on the stock market.

9.2 Loans and receivables

The breakdown of financial assets classified in this category is as follows:

£ (€000) ot . 742" 31 December 2016 . 37, 31 December.2015™1
Non-current financial assets
Deposits extended 705 691
705 691
Current financial assets
Trade and other receivables 5,033 5,295
Other credits 108 116
5141

e R

Brnptdondde

i 65,846 W R
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Trade and other receivables

The breakdown of “Trade and other receivables” is as follows:

£ (€000) ;s & 7t 5 b b iz 31: December. 2016 #%ii: 31 December 2015}
Trade receivables 4,994 4,890
Other receivables 39 403
Personnel - 2

e 5 e i, R TS T NAEY L g WS IR T T R Y, e W i 5,033 LTy MW 801 5,296 .

Valuation allowances

The balance of “Trade receivables” is presented net of impairment. The changes in impairment losses
durmg the year are as follows

1:(€000) *::7: Fiv-201 154120154
Balance at January 1 (2016) and January 1 (2015) 1,464 1,160
Allowances, net 9 321
Allowances, applied (19) -
Amounts used, net (21) a7

f:Balance at December 31 i = nimiidy S0w ikl o S Y R B Y 2 e T B R R, g 351,433 % 741,464 4

10. INVENTORIES

The breakdown of “Inventories” by business is as follows:

1(€000) i : e z:Winemaking i£o¢! Food 7. Real Estate &4 *=. Total & °3
31 December 2016
Merchandise and finished goods 12,836 - 71 - 12,907
Work in progress and semi-finished goods 39,146 5,183 2 - 44,331
Raw materials and other supplies 929 - 3 - 932
Advances - 3 - - 3
Valuation allowances (273) - - - (273)

B BB 2 e iy AT b4 52,638 1 s 7 376 L% 57,9008
31 December 2015
Merchandise and finished goods 14,149 - 71 - 14,220
Work in progress and semi-finished goods 35,639 4,955 3 - 40,597
Raw materials and other supplies 796 - 2 - 798
Advances - 6 - - 6
Valuation allowanoes (236) - - - (236)

R b iy Ere 0 50,348 i o T6 T gt W i~ 11066 386

“Work in progress and semi-finished goods” includes wines in the aging process and live animals
being raised, the marketing of which is estimated to begin from 2017 as follows:

1{€000) :: E1E M G AR A o b e iR R :.. 3111212016 1. =+ 31/12/2015 ix:|
Inventories in the aging or raising process with a long production cycle:

Wine 39,146 35,638

Live animals 5,185 4,959

TR A SR B M

4347 44,331 vl 577 40,597 4

RS g"“‘ s,

Valuation allowances for inventories are primarily the result of the higher production cost than the
market _price. The movements in “Valuation allowances” are as follows:
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1(€000) isadsa it T iR IS Ol Ly

Balance at January 1 (2016) and 1 (2015) (236) (237)
Allowances 37 (33)
Amounts used ’ - 34

(236)%

iBalance at December 315 L RS TRES AT R (27 3) Hhnitiady

1. CASH AND CASH EQUIVALENTS

The breakdown of “Cash and cash equivalents” is as follows:

1(€000) s fin AR G A D ST DR R e 2k 311 202016 sxiadei 31712201573
Cash 33 34
Cash in foreign currency (Notes 20,1 and 20,2) 9 9
Demand current accounts 865 4,065

d current accounts in forei N tes 20,1 and 20,2) 331 90

Del

25N A AT e e

Lo Eoeb AR 1,338 MEkiniin ;4,198

RGP MR SRR R

Current accounts earn interest at market rates for this type of account, There are no restrictions on
use of the balance.

12. EQUITY — CAPITAL AND RESERVES
121 Registered capital

The Parent's share capital at December 31, 2016 and 2015 consisted of 5,000 fully subscribed and
paid ordinary registered shares of €1 par value each, all of the same class and carrying the same
dividend and voting rights.

On May 7, 2015 the Parent Company made a capital increase of 4,995 shares of €1 par value each
with a share premium amounting to 90,022 thousand euro in order to acquire the 66,6% of El Enebro,
S,A, shares; as mentioned in Note 5.

There are no guarantees, pledges or encumbrances on the shares comprising share capital.

Capital management policy

The primary objective of the Group’'s capital management policy is to safeguard its capacity to
continue managing its on-going activities and continue expanding through new projects, while
maintaining an optimal debt to equity ratio to create value for its shareholders.

The Company finances growth through:

- internally generated cash flows from ongoing business activities.

- Shareholder contributions which could be by equity or new liabilities.

12.2 Restricted reserves

As described above, during 2015 the Company made a capital increase in order-to acquire El Enebro,- -~ ~

~S.A~shares.- This capital“increasé”was performed with a share premium amounting to €90,022
thousand.
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The Group has further restricted reserves amounting to €2,390 thousand (2015: €2,390 thousand) as
follows:

Legal reserve

In accordance with the Capital Enterprises Act of Spain, until the balance of the legal reserve is
equivalent to at least 20% of share capital, it cannot be distributed to shareholders and can only be
used to offset losses if no other reserves are available, This reserve can be used to increase capital
by the amount exceeding 10% of the new capital after the increase.

The legal reserve held in the Group’s Spanish subsidiaries at December 31, 2016 amounted to €372
thousand (2015: €372 thousand), in line with the legal threshold.

Revaluation reserves Royal Decree-Law 7/1996

In accordance with Spanish R.D. Law 7/1996, of June 7, on urgent tax measures and measures to
promote and deregulate economic activity, the Group's Spanish companies revalued certain of their
property, plant and equipment, assets held under finance leases and land.

The balance of the revaluation reserve, after verification and acceptance by the the taxation
authorities, may be used to offset losses or increase the capital of the related company. After 10
years, the balance may be allocated to unrestricted reserves for fully depreciated assets, for the
amount depreciated, and/or assets transferred or derecognized.

At December 31, 2016 and 2015, €446 thousand and €688 thousand of this reserve were restricted
until the capital gain is realized.

As indicated in Note 7,1, balance sheet revaluations were carried out in 2013 for €1,330 thousand at
subsidiary Bodegas y Vifiedos Pintia, S,A,U, in accordance with Law 16/2012, of December 27,
published on December 28, 2012, adopting certain tax measures to consolidate public finances and
promote economic activity. The related reserve is restricted.

123 Treasury shares

Changes in “Treasury shares” in the year are as follows:

¥ (€000):58nm rs B i e U T A T R TR R L QU BRI K A BT L S R ST RS, e 2016 e F N 2015

Balance at January 1 (2016) or 1 (2015) 39,434 6,432
Acquisitions in the year - 33,002

KkBalance at December 31 5: 5 It 5 T R I A TR ST LT R T g e S PR LR IS 39,434 167, 5:139,434 5

In 2015, a total of 41,433 El 'Enebro, S.A. shares, representing 13,38% of share capital, were
acquired by the company free of charges and encumbrances, at a price of €796,50 per share. The
acquisition was made in two tranches, 1,33% in July 2015, and 12,05% in November 2015.

As a result, at December 31, 2016 and 2015 the El Enebro, S.A. held 50,064 of its own shares as
treasury shares, representing 16,17% of its share capital. Its final destination is to be amortized.

A total of 37,289 treasury shares were pledged in guarantee of the syndicated loan arranged on
October 15, 2015 (see Note 17.1).

~13. _ GRANTS AND DONATIONS S e T

The movements in non-refundable capital grants received from official bodies are as follows:
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PR T T e yroet B PICS 404 i of “transferred tothe of 4 Translatlon‘ ~Balance at ;
(€

000) ..

= FJanuary 1. ¥ Addltions o addmons «income statement”h transfers. nadjustments December 31’
2016
Non-| refundable grants 4,221 - - (312) 78 (213) 3,774
i R P R T TR S 5 Rt SO E Lo SR SR A A 3 2 DT LR LGRET M DU, LS ke e e n 203,774
2015
Non-refundable grants 4,178 - 174 (188) 57 - 4,221
Lot g 00, et b @it TR QTR BBt T TR R e B aw L R R R e L et T 4 921

In 2010, the construction of a new production warehouse in a winery was completed and used to
produce wines for the 2010 harvest. A grant of €3,502 thousand was extended for this investment
(40% of an eligible investment of €8,755 thousand) under record number VA/090033/S16 as part of
agrarian and food industry aid for diversification in Castilla and Leoén districts affected by the
restructuring of the sugar industry (Line S16). The investment was accredited and subsequently
verified by the grantor, which considered that the attaching conditions for the grant were fulfilled and
accredited.

The Parent's directors consider that the Group has also complied with the attaching conditions for
award of the remaining grants not verified by the grantors.

14. PROVISIONS

The changes in “Provisions” in the year are as follows:

Other provisions 49 34 - 83
O O R R T e I B o e s I g o e ¢ Fouth i o ¥ I N L s T e B s Ao . X 3 |
2015

Other provisions
B0 5 s b e G 5T R s RETRYL

15. FINANCIAL LIABILITIES
151 Group

The breakdown of “Financial liabilities” is as follows:

Non-current financial liabilities

Debts and payables 50,061 42,243 92,304 53,467 56,128 109,595
50,061 42,243 92,304 53,467 56,128 109,595

Current financial liabilities

Debts and payables 25,343 17,929 43,272 21,253 17,943 39,196
25,343 17,929 43,272 21,253 17,943 39,196

.. 75,4045 . 60,172 .~135,576...15" 74,720 i+ :.74,071: ~+148,791%

b e
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These amounts are included in the following balance sheet line items:

ks 31:December 20156 -

¥+ 31 December 2016 .-+

oey

nstitutions Total x::

Non-current financial liabilities
Non-current payables 50,061 610 50,671 53,467 617 54,084

41,633 41,633 55,511 55,511

Non-current payables to related parties - -
50,061 42,243 92,304 53,467 56,128 109,595

Current financial liabilities

Current payables 25,343 43 25,386 21,253 52 21,305

Trade and other payables - 17,886 17,886 - 17,891 17,891
25,343 17,929 43,272 21,253 17,943 39,196

e 175,404 475+160,172 :.+1135,676 7% 511 74,720 7 §<1 4. 274,071 -5148,7911

15.1.1 Debt with financial institutions

The breakdown of “Debt with financial institutions” is as follows:

B(€000) s’ wt 7 oy 55t o Fim B, i St $r 2 dSJEERR St mrarn . | g S 4pie 31 . December 2016 +#2:31.December 2015

Non-current

Loans with financial institutions 31,335 39,652
Credit lines and facilities with financial institutions 6,129 -
Finance lease payables (Note 8,2) 12,697 13,915
50,061 53,467
Current
Loans with financial institutions 8,062 2,007
Credit lines and facilities with financial institutions 15,812 17,805
Finance lease payables (Note 8,2) 1,353 1,344
Accrued interest payable 116 97
25,343 21,253
| 2SR i nd By s TSR e AinT 5 4040 FEE § +174,7204
Loans with financial institutions
The breakdown of “Loans with financial institutions” is as follows:

R 2= obige’ 1| Balance outstanding it .

{@000), i g Y Current=:7vNon-current - = . Total ., Interest rate

31 December 2016

Mortgage loans on investment properties 643 2,047 2,690 30.04.2021 Euribor + 0,50%
Banco Santander 29 - 29 03.07.2017 Euribor + 0,60%
Banco Santander 37 421 458 01.08.2021 Euribor + 0,60%
Banesto 70 455 525 01.06.2023 Euribor + 0,60%
Caixa Galicia 491 2,093 2,584 18.02.2022 Euribor + 1,10%
Banco Santander

Other loans
Banco Santander syndicated loan 6,000 23,898 29,898 15.10.2020 Euribor + 1,65%
BBVA 2,421 3,213 21.07.2020 0,80%

~7.31,336 39,397 i
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zstencBalance outstandingis'.,

s dn e
nal mal

urrent v Non-current .. '~
31 December 2015
Mortgage loans on investment properties
Banco Santander 574 2,646 3,220 30.04.2021 Euribor + 0,50%
Banco Santander 57 29 86 03.07.2017 Euribor + 0,60%
Banesto 36 458 494 01.08.2021 Euribor + 0,60%
Caixa Galicia 65 525 590 01.06.2023 Euribor + 0,60%
Banco Santander 467 2,582 3,049 18.02.2022 Euribor + 1,10%
Other loans
Banco Santander syndicated loan (78) 29,824 29,746 15.10.2020 Euribor + 1,65%
BBVA 3,488 4,374
44°39,562". .71 41,559 i,

Finance costs accrued in 2016 on these loans amounted to €696 thousand (2015: €211 thousand)

(Note 19.5).

On October 15, 2015, El Enebro, S,A, arranged a new syndicated loan for €30,000,000, with Banco
Santander as the agent bank and Abanca Corporacién, BBVA and Bankinter as the remaining banks
in the syndicate. The loan matures on October 15, 2020, with an 18-month grace period, and bears
interest at the 6-month Euribor rate plus a spread of between 1.25 and 1.65 points. The loan is

guaranteed with 37,289 treasury shares acquired in 2015 (Note 13.3).

The breakdown of maturities by nominal amount of loans from financial institutions at December 31 is

as follows:

1'(€000) ;. % e A T p N S «2016 .50
2016 - 1,912
2017 8,062 7,994
2018 8,140 7,972
2019 8,140 7,972
2020 and beyond 15,055 23,681
+4.39,397 5 e

Credit facilities and lines

The breakdown of credit policies and facilities with financial institutions is as follows:

l“'":rrg S G TN e BY FAMOUNt drawn & 2k B AT g Oy ey, el g 3”‘?4,;:74‘?”6’}
(€000)* v:*w«& Joa By B ’“JlCurrent?' = Non-current. ~ *Total % /¥ imity e Maturlty & h Interest rate
31 December 2016

Bankinter 2,742 - 2,742 4,000 31.05.2017 Euribor + 1,50%
BBVA 5,752 - 5,752 6,000 23.09.2017 Euribor + 1,50%
Banca March 4,904 - 4,904 5,000 17.03.2018 Euribor + 1,50%
Banco Santander 2,414 o 2,414 5,000 17.03.2017 Euribor + 1,25%
Banco Santander - 258 258 10,000 25.10.2019 Euribor + 1,15%
Bankinter - 733 733 3,000 04.03.2020 Euribor + 1,10%
BBVA - 4,277 4277 6,000 21.12.2019 Euribor + 1,15%
Banco Santander .- 50 50 3,000 18.12.2019 Euribor + 1,15%
Bankinter - 811 811 2,000 04.03.2020 Euribor + 1,10%
Bankinter ' - - - 3,000 04.03.2020 Euribor + 1,10%

FAR AR TSR AL B R ENA6,812 1575

o BTET 6,129 THRR 21,941 wexy

147,000 5 NSRS R e 0

JEdal
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% 5 4 Current = 2 Non-current &t 5.1

[

P

#4Interest rate

¥

31 December 2015

Bankinter
BBVA

BBVA
Banca March
Banco Santander

Banco Santander
Bankinter
BBVA

Banco Santander
Bankinter

Bankinter

3,248
3,959

1,889
5,825
2,885

T, B A0 S B
tal Jt- 'Limit::?;'tfﬁ%M:ﬁ%it; &
3248 4,000 4.8.2016
3959 4,000  9.23.2016
1,889 2,000  2.12.2016
5824 6000  3.17.2018
2.885 3000  3.17.2016
- 10000  10.25.2019
- 4000  2.12.2017
- 6000 12212019
- 3000 12.18.2019
- 2000 7122017
- 3000 2122017

Euribor + 2,00%
Euribor + 1,50%

Euribor + 2,25%
Euribor + 3,00%
Euribor + 2,50%

Euribor + 1,15%
Euribor + 2,90%
Euribor + 1,15%

Euribor + 1,50%
Euribor + 2,90%

Euribor + 2,90%

BrUEAY K TR LR R AT

L37,806 1A BB -k 217,805 ¢ 147,000, 4 F 4 S S MEGT S T 18

Finance costs accrued in 2016 on these credit facilities and lines amounted to €490 thousand (2015:
€759 thousand) (Note 19.5). As the credit facility with Banca March is renewable annually and,
accordingly, cancellable in the short term, the Group’s directors decided to classify it as current

although final maturity is in 2018.

15.1.2 Derivatives and other

The breakdown of financial liabilities classified in this category is as follows:

(€000) &5ty

‘o4 31 December 2016 .55 31'December 2015 -4

Non-current

Deposits received and advances from lessees 610 617
Payable to related parties 41,633 55,511
42,243 56,128

Current
"~ Trade and other payables 3,921 3,895
Payable to associates and related parties 13,965 13,996
Hedging derivatives - -
Other financial liabilities 43 52
17,929 17,943

VRN R TSR S T A TR T NG N R A

SRR ET 60,172 SRR R 2473 74,0717

Deposits received and advances from lessees

The annual maturities and nominal amounts of deposits received are as follows:

E(€000) : i PR R R Lt I T N LR S R 2016 320154
2016 - 279
2017 278 -
2018 - 338
2019 and beyond 332

| PR P s 610 i vt 6177

Hedging derivatives

The derivative arranged by the Group expired in 2015. it was not renewed and no similar product was

arranged in 2015 or 2016. In 2015 the Group transferred-to the income statement-an-amount of €540 -

thousand for the effect of the interest rate hedge. The amount was recognized under net finance

income/(expense), along with the finance costs attributed to the hedged item.



Mezqual Limited

Payable to related parties

Loans received from related parties at December 31, 2016 relate to the amount payable by the Group
to certain former directors of El Enebro S.A. for the acquisition of shares of Eulen, S.A. (Note 10.1).
The total amount of the debt in this connection was €80,889 thousand, and at the time of the
arrangement of the loans, the Group paid €11,500 thousand. The outstanding amount was
instrumented in a number of loans from the former directors maturing in 2020, with a 3-year grace
period and bearing annual interest of 5% in the first three years and interest at the Euribor rate plus a
spread of 4.5% in the remaining years. As of December 31, 2016 the balance amounts to €55,508
thousand (€69,389 thousand as of December 31, 2015) of which an amount of €13,875 thousand are
recorded in the short term (€13,875 thousand in 2015).

The outstanding amount payable at December 31, 2016 was €55,508 thousand (2015: €69,389
thousand), of which €13,875 thousand (2015: €13,875 thousand) was classified as current at
December 31, 2016, as it fall dues in 2017. The outstanding amount was instrumented in a number of
loans to those directors maturing in 2020, with a 3-year grace period (to 2016) and bearing annual
interest of 5% in the first three years and interest at the Euribor rate plus a spread of 4.5% in the
remaining years. The breakdown by maturity of the nominal amounts of these loans at December 31
is as follows:

£ (€000) = o™t s LU R I e s s L e b T 31 December 20161445431 December.2015:
2016 - 13,875
2017 13,875 13,875
2018 13,875 13,875
2019 13,875 13,875
2020 and beyond 13,883 13,875

§ R R s T g S b T g AR S e B S A T, R O T 6 0 5, BE, 608 it St 104, 69,389

Trade and other payables

The breakdown of “Trade and other payables” is as follows:

I (€000) 35 CTLEETLGE TR IR R LRRT R S W e G T Sl W31’ December 2016145 31°December 2015
Suppliers 1,489 1,326
Suppliers, companies accounted for using the equity method 320 624
Other payables 831 1,360
Personnel (salaries payable) 405 402
Advances from customers 876 183

ki Derivative and other financial liabilities it e X o 80 5 cmminon e (80 00 S Tl m T 53,9218 S Mk ai 03,895 4
Current corporation tax payable — foreign 904 338
Other taxation payable 934 857
Other - 129

¥ Total trade and other payables . L.i* iy, 5. 78 SR R 108 e o deip 7 Twia GRS TIERL TN U, T8N T, U N k) 15,219 &

15.2 Parent Company

The breakdown of “Financial liabilities” at December 31, is as follows:

3 v Debt with T »zi ooy,
. Liufinancial? . Derivatives
v institutions . " :and other -:
Non-current financial liabilities .
Debts and payables - 161 161 - 136 136
- 161 161 - 136 136
Current financial liabilities - .
Debts and payables - 248 248 - 129 129
- 248 248 - 129 129
B SRR TR eI B PERC 4097 409 T T RS B 5% 268 e 1.4 266
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E'(€000) ~

Non-current financial liabilities

Non-current payables - - - -

Non-current payables to related parties - 161 161 - 136 136
- 161 161 - 136 136

Current financial liabilities

Income tax payable - 18 - - -
Trade payables - 230 - 129 129
- - 248 - 129 129

afis BOTRS 14090k S0 s PECLE S A N 266 H1TINE1266

[ T T g

Payable to related parties

The non-current related parties’ liabilities represent amounts payable to El Enebro, S.A. (Mezqual's
subsidiary) for €74 thousand (2015: €50 thousand) and to Directors for €87 thousand (2015: €87.
thousand).

Mezqual signed a credit facility agreement at 25" January 2016 with Ef Enebro which establishes 3%
interest rate for the €200 thousand facility.

16. TAXATION

The breakdown of tax assets and tax liabilities at December 31 is as follows:

3P e FIRGRL BRI L BB N TR 2016 I TR -3 2015 5

- B (€000) ' ¥ T

Deferred tax assets (Note 18,2) 1,785 2,192
Public entities, other
VAT - 159
Income tax refundable from prior years - 932
Foreign taxes - -
Other 36 47
36 1,138
¥ Bgial Y L SN RN i PR R RERRE L b AT ORI L TR, 821 8 i 13,330 .9
Deferred tax liabilities (Note 18,2) : (6,099) (7,261)
Current tax liabilities (904) (338)
Public entities, other
Personal income tax withholdings (407) (481)
Social security payable (104) (106)
VAT (364) -
Foreign taxes : (60) (25)
Other - (245)
(935) (857)
BT s A e R B B R R DR TR T T e gl R M e e ey i 9(7,938) L0 5L (8,456) 4

In accordance with prevailing legislation in Spain, tax returns cannot be considered final until they
have been inspected by the tax authorities or until the four-year inspection period has elapsed.

The Group is open to inspection of all taxes to which it is liable for the last four years. Due, inter alia,
to the varying interprétation of prevailing tax legislation, future tax inspection of the years open to
inspection could give rise to additional liabilities. In any event, the directors consider that such
liabilities would not have a significant effect on the annual financial statements.
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16.1 Calculation of income tax expense

El Enebro, S.A., as the principal operating subsidiary in Spain, files income tax for a Group of
companies comprising El Enebro, S.A., Bodegas Vega Sicilia, S.A.U., Bodegas y Vifiedos Ali6n,
S.A.U., Nucleo de Explotaciones Agropecuarias de Ledn, NEAL, S.A. (merged in 2013 with Valles del
Esla, S.A.), El Quexigal, S.A.U. and Bodegas y Vifedos Pintia, S.A.U.

The reconciliation between income tax expense/(income) and the resuit of multiplying total recognized
income and expenses by the tax rates applicable to the principal operating subsidiary in Spain is as

follows:
f(;ooo) ,::: :::I?:”hti(loss) Gy ‘ »tiIncome and expense 1
: year i recognized directly in equi
2016
Income and expense for the year before tax 12,416 (446)

Tax charge (25% tax rate)

Permanent differences

Deferred tax t not recognised
i-Effectivé tax expense/(income) i %~ .7

(112)
25

B G (BT) 4

R
(€000)

2015

Income and expense for the year before tax 9,839 310
Tax charge (28% tax rate) 2,755 87
Pemmanent differences 300 66
Deferred tax t not recognised 74

31534

£ e%- 3,129 i

& Effective tax expense/(iINCOMe): i iy Ll ™ an ORI gl 20 i3y

The breakdown of income tax expense/(income) is as follows:

for the year
Current tax — foreign tax 4,025 4,019
Deductions
Applied in the year (524)
Generated and pending application 408 (524)
Changes in deferred taxes (463) (87) (366) 153
[ PR E g B e VT T U U 3,446 5 4 e (BT) Ve 673,129 27574

Income tax payable was calculated as follows:

TE R T W i

1220151

T (€000):%

Current tax — foreign tax 4,025 4,019
Payments on account
FIncome tax payable (refundable) S i 3is BTN S LR TE b A e ORI WU i - Y
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16.2 Deferred tax assets and liabilities

The movements in items composing “Deferred tax assets” and “Deferred tax liabilities” are as follows:

Changes reflected in . Balance at
. . Balance at Other Profit/(loss) Total December
(€000) : January 1 changes  for the year equity 31
2016
Deferred tax assets
Accelerated depreciation 1,368 - 62 - 1,430
Temporary adjustment to depreciation 2013,2014
(Law 16/2012) 595 - (22) - 573
Nondeductible allowances (portfolio, loan losses) (65) - - - (65)
Unused deductions 6) - (194) - (200)
Hedging transactions - - (116) - (116)
Tax inspection adjustment - (106) - - (106)
Other 300 1 (10) (22) 269
) 2,192 (105) (280) = (22) 1,785
Deferred tax liabilities
Tax unrealized gains 135 - 194 - 329
Non-refundable grants (992) - 41 69 (882)
Swaps (S0) - 12 - (78)
Tax goodwill (13) - Q)] - (14)
Accelerated tax depreciation (5,539) - 637 - (4,902)
Tax impairment of investments in group
companies (762) - 204 - (558)
Other - - 6 - 329
. (7,261) - . 1,083 69 (6,099)
‘Changes reflected in Balance at
Balance at Other Profit/(loss) Total December
(€000) ) January 1 changes for the year equity 31
2015
Deferred tax assets
Accelerated depreciation 1,401 - (33) - 1,368
Temporary adjustment to depreciation 2013,2014
(Law 16/2012) 595 - - - 595
Nondeductible allowances (portfolio, loan losses) (65) - - - (65)
Unused deductions 19 (129) 104 - (6)
Hedging transactions 157 i - - (157) -
Other 41 - 259 - 300
) - ] 2,148 (129) 330 (157) 2,192
Deferred tax liabilities
Tax unrealized gains (3) 129 9 - 135
Non-refundable grants (1,028) - 98 (62) (992)
Swaps (100) 7 3 - (90)
Tax goodwill (12) - (1) - (13)
Accelerated tax depreciation (6,175) 139 497 - (5,539)
Tax impairment of investments in group
companies (742) - (20) - (762)
: ) : 8,060 275 586 (62) (7,261) .

The Group estimated the tax assets it expects to obtain in the coming years. Based on this estimate,
it recognized deferred tax assets related to deductions and deductible temporary differences for which
it considered probabie that the tax group will generate sufficient future taxable profit.
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17 REVENUE AND EXPENSES

171 Revenue from operations

The breakdown of revenue from continuing operations by category and geographic market is as
follows:

£(€000) = 2016
Segmentation by category
Winemaking products 38,819 35,251
Meat, agrarian, livestock and forestry products 4,729 4,700
Lease of properties (Note 8,3) 4,521 4,276
Other 11 2,086
s A LR NS R PR A R s SR RS w5 48,080 i inE 46,3131

By geographical market
Spain 31,989 31,685

European Union 6,257
Rest of the world 8,371
R L T Wt T i o TSI R 746,313%

17.2 Consumables used and other external expenses

The breakdown of this heading is as follows:

:':k:-‘ NS 201 5 Lt

H(€000) %7+ =5 57 st ey TRt Bty T 1 e T e Pt ! e Bl B VR ST

Merchandise used

Purchases ' 1,133 600
Raw materials and other supplies used

Purchases 4813 6,562
Subcontracted work 2,010 1,762
Impairment of merchandise, raw materials and other supplies 34 34

7,990 958

s

17.3 Employee benefits expense

The breakdown of “Employee benefits expense” is as follows:

255 2016 1 703201 20159

E (€000) 3 fiabis dd¥ine L P

Salaries, wages and similar

Salaries and wages 8,172 8,602
Termination benefits 80 240
8,252 8,842
Employee benefits expense .
Social Security payable 1,136 1,092
Other employee benefits expense 210 180
1,346 1,272
Provisions
Contrlbutuo s to retlrement benef it i insurance (Note 21,1) 58 53
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17.4 Other operating expenses

“Other operating expenses” includes:

£ (€000) 527 PRI SBIEY F e, AELPE AR VR TR R NE L AR LR e i 2016 BRI 2015 4
Research expenses 1 g9
Auditor's remuneration: .

- Audit of the parent company . 96 96 .
- Audit of the group subsidiaries ' 155 155

17.5 Finance costs

The breakdown of “Finance costs” is as follows:

e LR R SR T L

TR 2016 B

}{€000) sy rmtlin s iy

I T e

Loans and debts with financial institutions

Loans (Note 17,1) 696 211
Credit facilities and lines (Note 17,1) 490 759
Finance lease (Note 8,3) 100 144
Interest rate hedge (Note 17,2) - 540
Loan from former directors (Note 15,2) 2,601 3,483

cher finance expenses

R T R

18 LONG-TERM EMPLOYEE BENEFITS
Defined contribution plans

The contribution to retirement benefit insurance in 2016 amounted to €58 thousand (2015: €53
thousand) (Note 19.3).

19 RELATED PARTY TRANSACTIONS

Related parties with which the Group carried out transactions in the 2016 and 2015 and the nature of
the relationship are as follows:

R k495 Nature-of the relationship st SEw iy

Instituto Eulen de Formacién, S A, Related party - Common shareholders with those of the Parent
Eulen, SA, - Related party - Common shareholders with those of the Parent
Eulen México, S,A, de C,V, Related party - Common shareholders with those of the Parent
Eulen Seguridad, S.A, Related party - Common shareholders with those of the Parent
Euelen Servicios Sociosanitarios, S,A, Related party - Common shareholders with those of the Parent
Flexiplan ETT, S\A, Related party - Common shareholders with those of the Parent
P.R,O,IN,S A, Related party - Common shareholders with those of the Parent
Administrators - Directors

Senior management Managers

Related party transactions relate to the Group’s normal trade operations and are carried out on an
arm’s length basis, similar to transactions with unrelated parties.

19.1  Related parties

--_-- = ~= - --Balances with related parties are as follows:
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ixJRelated parties
512016 i3 143 2015 0y

Current and Non-current payables to related parties (55,508) (69,389)
Trade receivables 72 157
Suppliers (320) (617)

Related party transactions in the year were as follows:

Sales 286 4,767
Services rendered 574 -
Sale of assets 3 3
Finance expenses (2,601) (3,483)
External services (2,092) (2,333)

19.2 Directors and senior management

Salaries and wages paid in the year to directors and senior management amounted to €886 thousand
and €180 thousand, respectively (2015: €1,176 thousand and €180 thousand, respectively).
Remuneration paid to directors for discharging their duties amounted to €1,150 thousand (2015:
€1,150 thousand). Meanwhile, the Chairman had the use of two homes in 2015 considered
remuneration in kind amounting to €51 thousand). The emoluments of the highest paid director
amounted to €357 thousand (2015: €644 thousand).

20 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

Based on its risk management policies, the Group has established a series of procedures and
controls that make it possible to identify, measure, and manage the risks arising from financial
instrument activity.

Financial instrument activity exposes the Group to credit, market, and liquidity risk.

20.1  Credit risk

Credit risk arises when there is a possible loss caused by the counterparty not meeting its contractual
obligations, i.e. the possibility that financial assets will not be recovered at their carrying amount within

the established time frame.

The maximum exposure to credit risk at December 31 is as follows:

L (€000) sty Siyms A=ttty 7 M an, T SR e A T MY 1 e SRR N ST T G i 3N 2016 4 ik 700 2016 4
Non-current investments 705 693
Trade and other receivables 5,033 6,021

Current mvestments 108 116
i SRR SRR SRR Y AR B TR RO R S ] PR Y e R 0T A A SN T BT 50 5, 848 Ml Dl 76,8304

Of these balances in 2016, €705 thousand (2015: €693 thousand) related to deposits at public
agencies of guarantees received in respect of leases (Note 8.2) and €36 thousand (2015: €1,338
thousand) to a receivable from the general government. Accordingly, credit risk from operating
activities is-concentrated. in trade and other receivables, amounting to €4,997 thousand in the year
(2015: €5,295 thousand),
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The breakdown of the concentration of credit risk by customer counterparty of trade and other
receivables at December 31 is as follows:

With a balance of more than €100 thousand 13 3,292 11 2,556
With a balance between €100 thousand and €50 thousand 16 1,060 7 548
With a balance between €50 thousand and €10 thousand 46 1,057 45 965
With a balance between €10 thousand and €1 thousand 290 909 312 1,007
With a balance of less than €1 thousand 421 116 365 1,683

786 6,434 740 6,759

Valuation allowance (Note 10.2) (1,433)

R AN e VR R P R S AT R R N 14,997

20.2 Market risk

Market risk is the risk of loss caused by fluctuations in the fair value or future cash flows of a financial
instrument due to changes in market prices. Market risk comprises interest rate risk and currency risk.

Interest rate risk

Interest rate risk is the risk of loss caused by fluctuations in the fair value or future cash flows of a
financial instrument because of changes in market interest rates. The Group's exposure to interest
rate risk arises primarily from its creditor positions in mortgage loans and long-term finance leases,
and from credit facilities and lines with financial institutions, the interest rates of which are indexed to
the Euribor rate.

To hedge against fluctuations of long-term interest rates, the Group arranged an interest rate swap,
which expired in 2015 and was designated as a hedge of payables to financial institutions for
mortgage loans and finance leases.

Foreign currency risk

Foreign currency risk is the risk of loss caused by fluctuations in the fair value or cash flows of a
financial instrument because of changes in foreign exchange rates. The Group’s exposure to foreign
currency risk is due mainly to the net investment in the Hungarian subsidiary, which at December 31
2016 amounted to €9,946 thousand (2015: €9,664 thousand).

At December 31, 2016 and 2015 the Group did not have currency hedges on its foreign currency
balances.

20.3 Liquidity risk

Liquidity risk is the risk that the Group will have a shortage of funds or lack access to sufficient funds
at an acceptable cost to meet its payment obligations at all times. The Group’s objective is to maintain
sufficient available funds.

The Group obtains funding through mortgage loans, finance lease arrangements and credit facilities

with financial institutions, the undrawn balance of which at December 31, 2016 stood at €25,059
thousand (2015: €29,195 thousand).
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21 EMPLOYEE INFORMATION

Directors and senior management

Other managers

Administrative staff

Direct personnel

Technicians and supervisors

Specialists and unskilied laborers

Laborers and grape pickers
E v i 2z 3L

22 SEGMENT INFORMATION

The operating segments identified by the Group are real estate, winemaking and other activities,
which include, inter alia, the meat business. No material inter-segment transactions take place
requiring criteria te be established for setting inter-segment transfer prices. The sales breakdown by
geographic area shown in Note 19.1 illustrates that virtually all sales made outside of Spain involve
the winemaking segment.

The following table presents the components representing 10% or more of total segment revenue,
including inter-group and external sales:

Revenue 6,489 40,755 4,739 (3,903) 48,080
Supplies - (6,310) (3,511) 1,831 (7,990)
Personnel expenses (1,557) (6,540) (1,202) - (9,299)
Amortization and depreciation (1,477) (6,128) (365) - (7,970)
Other expenses (3,778) (5,215) (766) - (9,759)
Losses, impairment and changes in provisio 974 322 4 2,072 3,372
Operating profit/(loss) 651 16,814 (1,101) - 16,364
Finance income 4,677 3,036 6 (7,659) 60
Finance expenses (3,739) (210) (138) 143 (3,944)
Other expenses - - - 559 559
Profit before tax 913 16,633 (1,232) (6,957) 12,357
Segment assets 131,172 116,025 10,488 - 257,685
Segment liabilities (122,456) (10,520) (6,653) - (139,629)
Net cash flows 142 (2,439) (627) - (2,924)
Acquisitions of non-current assets in the year 566 6,395 174 - 7,135

23 EARNINGS PER SHARE
Earnings per share amounts are calculated by dividing net profit for the year attributable to ordinary
shareholders of the parent by the number of ordinary shares outstanding.

Diluted earnings per share amounts are calculated by dividing the net profit attributable to ordinary
shareholders of the parent by the average number of ordinary shares outstanding during the year plus
the weighted average number of ordinary shares that would be issued on the conversion of all dilutive
share options into ordinary shares. The Group did not carry out any transactions that led to a
difference between basic and diluted earnings per share.
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e

share’s 1

L:'.Eai'nings per

Earnings per share from continuing operations
- basic and diluted, for profit for the year attributable to ordinary shareholders of the parent 1,427 1,049

The following reflects the income and share data used in the basic and diluted earnings per share
computations: :

.22 Thousand euros ¢ *
72016 174, a5 20156

Net profit attributable to ordinary shareholders of the parent from continuing operations 7134 5,244
Result attributable to ordinary shareholders of the parent from discontinued operations -

X

o trShares -7 27 i
PN 022016751 2015

P

Weighted average number of ordinary shares for basic and diluted earnings per share 5,000 5,000




