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To the Shareholders of MAPFRE, S.A. commissioned by its Board of Directors
Report on the Consolidated Annual Accounts

Opinion

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

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

Basis for Opinion

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

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

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

Key audit matters are those matters that, in our professional judgement, were of most significance
in the audit of the consolidated annual accounts of the current period. These matters were
addressed in the context of our audit of the consolidated annual accounts as a whole, and in forming
our opinion thereon, and we do not provide a separate opinion on these matters.

Valuation of mathematical provisions (Euros 23,063.43 million)

See notes 5.15 and 6.14 of the notes to the consolidated annual accounts

Key audit matters

How the issue was addressed in our audit

The Group calculates mathematical provisions for
commitments with its policyholders, including some
very long-term commitments. Estimating
mathematical provisions requires the use of actuarial
calculations and methods that employ key
assumptions involving a high degree of judgement
and uncertainty, including projected future mortality,
morbidity, administration costs, interest rates, etc.

In addition, International Financial Reporting
Standards as adopted by the EU (IFRS-EU) require
that the adequacy of insurance contract liabilities be
tested, including life insurance liabilities, in order to
determine whether sufficient provision has been
made on the basis of projected future cash flows
associated with contracts in force, taking into
account the most up-to-date assumptions available.
These tests also require the use of actuarial
methods, where the assumptions employed have a
significant impact.

The use of inadequate assumptions in actuarial
methods can have a significant impact on the
consolidated annual accounts

Our audit approach included testing the design and
implementation of key controls established by the
Group for estimating mathematical provisions,
including controls on the definition of key
assumptions and on the completeness and accuracy
of the data bases used when estimating these
provisions.

Our substantive procedures in relation to the
mathematical provisions, which were carried out in
collaboration with our actuarial specialists and for a
representative sample of contracts selected based
on our assessment of risks and their significance,
consisted primarily of the following:

e Testing the completeness and accuracy of the
data bases used in the actuarial calculations.

e Recalculating the life insurance provision,
considering the economic and technical
conditions in the insurance contracts and those
established in prevailing legislation.

e Asregards the Liability Adequacy Test,
assessing the methodology employed by the
Group and its principal economic (interest rate
curves used for discounting, administration
costs, etc.) and technical (mortality, morbidity
and lapse rates, etc.) assumptions used to
project future cash flows. We assessed the
reasonableness of future cash flows (premiums,
claims, expenses), and compared them to the
Group's past financial information.

We also assessed the adequacy of the information
disclosed in the consolidated annual accounts on
mathematical provisions, considering the
requirements of IFRS-EU.




Valuation of mathematical provisions

(Euros 23,063.43 million)

See notes 5.15 and 6.14 of the notes to the consolidated annual accounts

Key audit matters

Valuation of the provision for non-life
million)

How the issue was addressed in our audit

insurance claims (Euros 10,088.98

See notes 5.15 and 6.14 of the notes to the consolidated annual accounts.

Key audit matters

How the issue was addressed in our audit

The Group recognises the provision for non-life
insurance claims to cover the estimated cost of
accidents occurring up to the closing date.
Estimating this provision is complex and requires
actuarial methods and calculations based on
judgement and significant assumptions, particularly
for those lines of business where the claim
settlement period can be very long, such as in
automobile, public liability, fires, aviation and
transport.

When valuing the claims provision, estimates are
used on a case-by-case basis, as well as actuarial
projection methods based on past information and
assumptions on their future evolution. These
estimates include assumptions related to the
amount of the expected settlement and claim
payment patterns, and due to their nature, there is a
significant degree of uncertainty, and a change in
assumptions could significantly impact the
consolidated annual accounts.

Our audit procedures included testing the design and
implementation of key controls established by the
Group for estimating provisions for claims, including
controls on the definition of key assumptions and on
the completeness and accuracy of the data bases
used when estimating these provisions.

Our substantive procedures in relation to the
provision for claims, which were carried out in
collaboration with our actuarial specialists and for a
representative sample of lines of business selected
based on our assessment of risks and their
significance, consisted primarily of the following:

Testing the completeness and accuracy of the
data bases used in the actuarial calculations.

Based on our knowledge and experience of the
sector, we assessed the reasonableness of the
actuarial models and the assumptions employed
in calculating the provision for claims, comparing
them to best actuarial practices, regulatory
requirements, market scenarios and historical
trends.

We estimated the provision for claims and,
based on our experience, determined a range for
assessing its reasonableness.

We also assessed the adequacy of the information
disclosed in the annual accounts on the provisions
for non-life insurance claims, considering the
requirements of IFRS-EU.




Valuation of goodwill and portfolio acquisition costs (Euros 2,846.05 million)
See notes 5.1 and 6.1 of the notes to the consolidated annual accounts.

Key audit matters

How the issue was addressed in our audit

The Group has recognised significant goodwill and
portfolio acquisition costs from the acquisition of
entities or businesses. A high degree of judgement
and complexity is involved in valuing these intangible
assets

Valuing these assets requires that cash-generating
units (CGUs) be determined, that the carrying
amount of each CGU be calculated, that their
recoverable amount be estimated and that any
impairment indicators be identified. Determining the
recoverable amount of each CGU involves financial
projections that consider assumptions on
macroeconomic trends, internal circumstances of
the entity and competitors, discount rates or the
outlook for the business. Complex data and
estimates, in general, entail uncertainty and
judgement, and have an associated significant
inherent risk.

The Group tests goodwill and portfolio acquisition
costs for impairment annually, or when impairment
indicators are identified. In this regard, our
assessment centred mainly on goodwill from
MAPFRE USA and the acquisition of Direct Line
Italia, as a result of trends in the results of these
entities.

Our audit procedures included testing the design and
implementation of key controls established by the
Group for identifying CGUs, evaluating impairment
indicators, having financial projections approved by
the Board of Directors and defining the calculation
assumptions and methods used to estimate the
recoverable amount of CGUs.

Based on our knowledge and experience, we
assessed the reasonableness of the methods used
by the Group to estimate the recoverable amounts of
CGUs, considering IFRS-EU and best market
practices.

Our substantive procedures, which were performed
for a sample of CGUs, including MAPFRE USA and
Direct Line ltalia, basically consisted of the following:

e  Evaluating the existence of goodwill and
portfolio acquisition cost impairment indicators
considering external and internal factors such as
macroeconomic indicators, sector expectations,
the financial history of CGUs and management's
expectations.

e In collaboration with our valuation specialists,
analysing the discount and growth rates used by
the Group to estimate the recoverable amount
of CGUs.

e Assessing the reasonableness of the financial
projections prepared by management,
comparing them to the historical financial
information of the CGUs, to business plans
approved by the Group and to market
expectations in the sectors in which they
operate.

e Performing a sensitivity analysis of the key
assumptions and financial projections used to
estimate the recoverable amount of CGUs.

We also assessed the adequacy of the information
disclosed in the annual accounts on goodwill and
portfolio acquisition costs, considering the
requirements of IFRS-EU.




Valuation of financial instruments not quoted on active markets and
recognized at fair value (Euros 5,510.14 thousand)

See notes 5.5 and 6.4 of the notes to the consolidated annual accounts.

Key audit matters

How the issue was addressed in our audit

For valuation purposes, the classification of financial
instruments in the different portfolios stipulated in
applicable accounting regulations determines the
criteria to be used when valuing them subsequently.

The majority of the MAPFRE Group's financial
instruments are valued using market prices in active
markets. Nonetheless, where there is no quoted
price in an active market, the fair value of financial
instruments is determined using valuation
techniques that consider factors such as non-
observable market inputs or complex valuation
models that require a high degree of judgement.
Changes in the assumptions considered, market
events or new regulations can also have a significant
impact on valuation.

We consider there is a significant inherent risk
associated with the valuation of financial instruments
recognised at fair value, and that for valuation
purposes they are classified hierarchically by the
Group as level 3 financial instruments (use of a
significant input not based on observable market
inputs) and certain portfolios are classified as level 2
(significant input based on directly or indirectly
observable market data). In both cases, this due to
the use of complex valuation models.

Our audit approach included assessing the key
controls linked to the processes of valuing financial
instrument portfolios and performing substantive
testing thereon.

In collaboration with our specialists in financial
instruments, we selected representative samples of
the population of the Group's financial assets, which
we evaluated using different substantive procedures,
including recalculating the fair value and assessing
the reasonableness of the market inputs used in the
valuation model.

Additionally, we assessed whether the information
disclosed in the consolidated annual accounts on
financial instruments adequately reflects the Group's
exposure to the risk of valuing financial instruments,
and whether it complies with the disclosure
requirements of IFRS-EU.

Accounting policy for the recognition of currency conversion differences on
operations in Venezuela (Euros 832.85 million)

See note 2.4 to the consolidated annual accounts.

Key Audit Matter

How the Matter was Addressed in Our Audit

The Group controls several subsidiaries with
operations in Venezuela. In recent years, it has
applied the accounting treatment provided for in IAS
29 to its operations in that country as it is considered
a hyperinflationary economy. In accordance with this
standard, the financial statements of its subsidiaries
in Venezuela are adjusted based on estimated
inflation for each year.

Our audit approach included:

®* An evaluation of the Group's considerations
regarding current regulations.

® Based on an analysis of international financial
reporting standards, an evaluation of the
appropriateness of the accounting policy
adopted by the Group.




Accounting policy for the recognition of currency conversion differences on
operations in Venezuela (Euros 832.85 million)

See note 2.4 to the consolidated annual accounts.

Key Audit Matter

How the Matter was Addressed in Our Audit

In accordance with IAS 21, the Group translates the
adjusted financial statements of these subsidiaries
applying the year-end closing rate, which is closely
linked to the hyperinflation rate and tends to mitigate
the effects thereof to a large extent.

When Venezuela came to be considered a
hyperinflationary economy for international financial
reporting standard purposes, the Group adopted an
accounting policy that presents the effects of
hyperinflation through a reserve account, and the
effects of translation differences in the statement of
“Other Recognised Revenue and Expense”, which is
also included in equity.

However, in 2017 the Group decided to modify its
accounting policy regarding the presentation of
translation differences, considering it to be more
relevant and reliable to present the effects of
hyperinflation and the effects of translation
differences arising on translation to Euros of the
adjusted financial statements of the Venezuelan
subsidiaries in the same reserve account, in
accordance with the provisions of IAS 8. This
change, which resulted in the restatement of
comparative figures, requires the use of significant
judgement by the Group when evaluating its greater
relevance and reliability. Consequently this is
considered a key audit matter in our audit.

® Based on the historical information available and
our knowledge of the Group, an analysis of the
elements which, from our evaluation of the
Group, support the view that the new policy
offers more relevant and reliable information, in
accordance with the criteria set forth in IAS 8.

*  Verification, using tests of detail, of the
quantitative impact recognised in the
accompanying annual accounts and which arises
as a result of the modification of the accounting

policy.

e An evaluation of whether the disclosures
included in the annual accounts regarding the
change in accounting policy comply with the
requirements of the applicable financial reporting
framework.

Other Information. Consolidated Directors’' Report

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

consolidated annual accounts.

Our audit opinion on the consolidated annual accounts does not encompass the consolidated
directors’ report. Our responsibility regarding the information contained in the consolidated directors’
report is defined in the legislation regulating the audit of accounts, which establishes two different

levels for this information:




KPMG

a) A specific level applicable to non-financial consolidated information, as well as certain
information included in the Annual Report on the Corporate Governance (ARCG), as defined
in article 35.2. b) of the Audit Law 22/2015, which consists of merely verifying that this
information has been provided in the directors' report, or in the case of the non-financial
information, in a separate report corresponding to the same year and to which reference is
made in the directors' report and, if not, report on this matter.

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

Based on the work carried out, as described in the preceding paragraphs, we have verified that the
specific information mentioned in a) above has been provided in a separate report — the “Integrated
Report MAPFRE S.A. 2017" - to which the consolidated directors' report makes express reference,
that the information of the ARGC referred in this section is included in the directors” report, and that
the rest of the information contained in the consolidated directors' report is consistent with that
disclosed in the consolidated annual accounts for 2017 and the content and presentation of the
report are in accordance with applicable legislation.

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

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

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

The Parent's Audit and Compliance Committee is responsible for overseeing the preparation and
presentation of the consolidated annual accounts.
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Auditor's Responsibilities for the Audit of the Consolidated Annual Accounts_

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

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

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

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

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

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

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

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

— Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated annual accounts.
We are responsible for the direction, supervision and performance of the Group audit. We
remain solely responsible for our audit opinion.
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We communicate with the Audit and Compliance Committee of the Parent regarding, among other
matters, the planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

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

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

We describe these matters in our auditor’s report unless law or regulation precludes public
disclosure about the matter.
Report on Other Legal and Regulatory Requirements

Additional Report to the Audit and Compliance Committee of the Parent

The opinion expressed in this report is consistent with our additional report to the Group's Audit and
Compliance Committee dated February 8, 2018.

Contract Period

We were appointed as auditor of the Group by the shareholders at the ordinary general meeting on
13 March 2015 for a period of 3 years, from the year ended 1 January 2015.

KPMG Auditores, S.L. (S0702)
(Signed on original in Spanish)

Hilario Albarracin Santa Cruz

R.O.A.C: 09144
8 February 2018
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A)

MAPFRE S.A. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET AS ON DECEMBER 31, 2017 AND 2016

ASSETS Notes 2017 2016
A} INTANGIBLE ASSETS 6.1 3,422.90 3,798.92
I. Goodwill 6.1 1,882.96 1,990.05
1. Otherintangible assets 6.1 1,539.94 1,808.87
B) PROPERTY, PLANT AND EQUIPMENT 6.2 1,191.73 1,296.57
I. Real estate forown use 6.2 920.64 1,002.97
1I. Other property, plantand equipment 6.2 271.09 293.60
C} INVESTMENTS 44,691.23 45,087.98
|. Real estate investments 6.2 1,250.71 1,274.81
I1. Financial investments
1. Held-to-maturity portfolioc 6.4 2,024.26 2,419.76
2. Available-for-sale portfolio 6.4 34,516.43 35,102.61
3. Trading portfolio 6.4 5,462.57 5,018.59
1. Investments recorded by applying the equity method 203.92 242.57
IV. Deposits established for accepted reinsurance 790.59 650.22
V. Otherinvestments 442.75 379.42
D) ::xiz:m:::s;l)sl: BEHALF OF LIFE INSURANCE POLICYHOLDERS BEARING THE 6.5 2,320.14 2,013.96
E) INVENTORIES 6.6 67.08 75.04
F) PARTICIPATION OF REINSURANCE IN TECHNICAL PROVISIONS 6.14 4,989.62 3,934.36
G) DEFERRED TAX ASSETS 6.21 296.81 335.32
H) RECEIVABLES 6.7 6,337.10 6,651.86
|. Receivables on direct insurance and co-insurance operations 6.7 4,019.46 4,315.06
II. Receivables on reinsurance operations 6.7 987.25 876.57
IIt. Tax receivables
1. Taxon profits receivable 6.21 143.02 166.22
2. Othertaxreceivables 128.65 137.57
IV. Corporate and otherreceivables 6.7 1,058.72 1,156.44
V. Shareholders, called capital -- --
1) CASH 1,864.01 1,451.13
J) ACCRUAL ADJUSTMENTS 5.11 2,132.33 2,179.96
K) OTHER ASSETS 100.95 145.50
L) gg:R-;.lrJII::“ESNT ASSETS HELD FOR SALE AND FROM DISCONTINUED 6.10 155.58 911.16
TOTAL ASSETS 67,569.48 67,881.76

Figures in millions of euros

The English version is only a translation of the original in Spanish for information purposes. In case of

discrepancy, the Spanish version shall prevail.




A)

MAPFRE S.A. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET AS ON DECEMBER 31, 2017 AND 2016

EQUITY AND LIABILITIES Notes 2017 2016
A) EQUITY 6.11 10,512.66 11,443.48
|. Paid-up capital 6.11 307.95 307.95
1. Share premium 6.11 1,506.74 1,506.74
11l. Reserves 6,433.14 6,208.62
IV. Interim dividend (184.77) (184.77)
V. Treasury Stock 6.11 (52.36) (60.23)
VI. Result for the period attributable to controlling company 4.1 700.51 775.45
VIl. Other equityinstruments 6.22 10.08 9.68
V11, Valuation change adjustments 6.11 620.69 654.67
IX. Currency conversion differences 6.23 (730.70) (91.61)
Equity attributable to the controlling company's shareholders 8,611.28 9,126.50
Non-controlling interests 1,901.38 2,316.98
B) SUBORDINATED LIABILITIES 6.12 617.37 593.96
C) TECHNICAL PROVISIONS 6.14 45,493.96 45,226.13
|. Provisions for unearned premiums and unexpired risks 6.14 8,375.10 8,636.53
1. Provisions for life insurance 6.14 24,992.92 25,664.78
111. Provision for outstanding claims 6.14 11,223.09 10,086.76
IV. Other technical provisions 6.14 902.85 838.06
D) TECHNICAL PROVISIONS FOR LIFE INSURANCE WHERE POLICYHOLDERS BEAR THE
INVESTMENT RISK 6.14 2,320.14 2,013.96
E) PROVISIONS FOR RISKS AND EXPENSES 6.15 661.76 752.75
F) DEPOSITS RECEIVED ON CEDED AND RETROCEDED REINSURANCE 6.16 42.42 49.37
G) DEFERRED TAX LIABILITIES 6.21 588.04 730.71
H) DEBT 6.17 7,073.74 6,141.27
|. Issue of debentures and other negotiable securities 6.13 1,003.29 1,002.55
II. Due to creditinstitutions 6.13 706.74 606.35
111, Otherfinancial liabilities 6.13 1,235.17 752.09
Iv. Due on directinsurance and co-insurance operations 6.17 972.11 953.02
V. Due on reinsurance operations 6.17 1,218.63 1,045.83
Vi. Taxliabilities . =
1. Tax on profits to be paid 6.21 167.63 231.32
2. Othertaxliabilities 6.17 343.17 440.22
VIi. Other debts 6.17 1,427.00 1,109.89
1) ACCRUAL ADJUSTMENTS 5.11 258.30 240.85
J) LIABILITIES LINKED TO NON-CURRENT ASSETS HELD FOR SALEAND FROM DISCONTINUED 6.10 1.09 689.28
OPERATIONS
TOTAL EQUITY AND LIABILITIES 67,569.48 67,881.76
Figures in millions of euros
5

The English version is only a translation of the original in Spanish for information purposes. In case of

discrepancy, the Spanish version shall prevail.




MAPFRE S.A. AND SUBSIDIARIES

B NSOLIDATED STATEMENT OF COMPREHENSIVE INCOME FOR YEARS ENDING DECEMBER 2017 AND 201
B.1) CONSOLIDATED INCOME STATEMENT
ITEM Notes 2017 2016
i. REVENUE FROM INSURANCE BUSINESS
1. Premiums allocated to the financial year, net
a) Written premiums, direct insurance 7.A.2 19,982.34 19,313.69
b) Premiums from accepted reinsurance 7.A.2 3,498.35 3,499.48
¢) Premiums from ceded reinsurance 6.20 {4,064.44) {3,593.86)
d) Variations in provisions for unearned premiums and unexpired risks
Direct insurance 6.14 {515.55) 76.19
Accepted reinsurance 6.14 74.10 {162.00)
Ceded reinsurance 6.20 334.86 {95.29)
2. Share in profits from equity-accounted companies 10.97 10.44
3. Revenue from investments
a) From operations 6.18 2,363.88 2,603.79
b) From equity 6.18 195.27 203.81
4 Gains on investments on behalfoflife insurance policyholders bearing the investment risk 6.5 131.02 145.39
S. Othertechnical revenue 63.67 52.94
6. Other non-technical revenue 194.61 71.71
7. Positive foreign exchange differences 6.23 1,039.86 705.99
8. Reversal ofthe assetimpairment provision 6.8 21.07 22 00
TOTAL REVENUE FROM INSURANCE BUSINESS 23,330.01 22,854.28
11. EXPENSES FROM INSURANCE BUSINESS
1. Incurred claims for the year, net
a) Claims paid and variation in provision for claims, net
Directinsurance 5.15 {13,218.93) (12,560.54)
Accepted reinsurance 5.15 (2,382.90) {2,058.29}
Ceded reinsurance 6.20 2,881.19 1,687.43
b) Claims-related expenses 6.19 {855.71) (881.58)
2. Variation in other technical provisions, net 5.15 {806.59) {380.19)
3. Profitsharing and returned premiums {46.80) {50.05)
4. Netoperating expenses 6.19
a) Acquisition expenses {4,924.76) {4,748.03}
b) Administration expenses {760.01) (770.33)
¢) Commissions and participationinreinsurance 6.20 557.03 518 39
S. Shareinlosses from equity-accounted companies (0.08) e
6. Expenses from investments
a) From operations 6.18 {627.80) {(571.36)
b) From equity and financial accounts 6.18 {44.84) (39.12)
7. Losses on investments on behalf of life insurance policyholders bearing the investment 6.5 {8.47) {25.83)
8. Othertechnical expenses 6.19 {129.57) (118.05)
9. Other non-technical expenses 6.19 (114.33) {130.57)
10. Negative foreign exchange differences 6.23 (1,019.39} {626.50)
11. Allowance to the assetimpairment provision 6.8 {162.58) {121.05)
TOTAL EXPENSES FROM INSURANCE BUSINESS (21,664.54) (20,875.67)
RESULT FROM THE INSURANCE BUSINESS 1,665.47 1,978.61
11. OTHER ACTIVITIES
1. Operating revenue 363.02 361.80
2. Operatingexpenses 6.19 {489.79) {498 57}
3. Netfinancial income
a) Financialincome 6.18 97.59 91.45
b) Financial expenses 6.18 {99.81) {84.16)
4. Results from non-controllinginterests
a) Share in profits from equity-accounted companies 3.00 1.47
b) Share in losses from equity-accounted companies (0.03) (0.48)
5. Reversal ofasset impairment provision 6.8 19.01 8.14
6. Allowance to the asset impairment provision 6.8 {25.25) (13.18)
7. Result from the disposal of non-current assets classified as held forsale, notincluded in
discontinued operations - B
RESULT FROM OTHER ACTIVITIES (132.26) (133.53)
IV. RESULT ON RESTATEMENT OF FINANCIAL ACCOUNTS 3.2 (24.50) {39.98)
V. RESULT BEFORE TAXES FROM ONGOING OPERATIONS 1,508.71 1,805.10
VI. TAX ON PROFIT FROM ONGOING OPERATIONS 6.21 (410.35) {559.92)
Vil. RESULT AFTER TAX FROM ONGOING OPERATIONS 1,098.36 1,245.18
VIIl. RESULT AFTER TAX FROM DISCONTINUED OFERATIONS 6.10
IX. RESULT FOR THE PERIOD 1,098.36 1,245.18
1. Attributable to non-controllinginterests 397.85 469.73
2. Attnibutable to the controlling company 4.1 700.51 775 45
Figures in millions of suros
Earnings per share (Euros)
Basic 4.1 023 025
Diluted 4.1 0.23 0.25
6
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MAPFRE S.A. AND SUBSIDIARIES

8.2) CONSOLIDATED STATEMENT OF OTHER COMPREHENSIVE INCOME

ATTRIBUTABLE TO NON-

ATTRIBUTABLE TO CONTROLLING

i NG GROSS/AMOUNT, TAX/ON PROEITS CONTROLLING INTERESTS coMPANY
2017 2016 2017 2016 2017 2016 2017 2016
A) CONSOLIOATED RESULT FOR THE YEAR 1,508.71 1,805.10 {41035} {559.92} 397.85 469.73 700.51 77545
B) OTHER RECOGNIZED REVENUE {(EXPENSES) {902.44) 613.07 15.60 (3.95) {213.77) 342.44 {673.07) 266.68
1. Finandal assets available for sale 6.4 {466.90) 328.70 124.58 {76.10) {56.83) 60.19 (285.49) 192.41
a) Valuation gains {losses} (263.93) 570.27 71.10 (139.80}
b) Amounts transferred to the income statement (204.58) {238.88) 5327 6289
¢} Other reclassifications 161 (2.69) 0.21 0.81
2. Currency conversion differences 6.23 {852.03) 572.45 0.99 0.43 {211.95) 308.68 {639.09} 264.20
a) Valuation gains (losses) (850.52) 573.12 0.99 0.43
b} Amaunts transferred to the income statement (0.03) {0.55} = =
¢) Other reclassificatons (1.48) {0.08} |
3. Shadow accounting 419.13 {287.08) {110.03) 71.72 54.93 | {26.27) 254.17 {189.09}
#) Vatuation gains {losses} 6.14 381.55 {314.43) {100.63) 78.56 ,
b) Amounts transferred to the income statement 3758 27.35 (9.40) {6.84) I
c} Other reclassifications - = =
4. Equity-accounted entities {0.07) {0.97} - - 0.02 0.02 {0.09) {0.99)
a} Valuation galns (losses) 0.08 2.66 - -
b} Amounts transferred to the income statement 0.04 - - bl
c) Other reclassifications (0.19) (3.63) - -
5. Other recognized revenue and expenses {2.57) (0.03) 0.06 - 0.06 (0.18) (2.57) 015
TOTAL 606.27 2,418.17 {394.75) {563.87) 184.08 81217 27.44 1,042.13

Figures in mRlNons of euros

All the items included in the consolidated statement of comprehensive income and expenses may be reclassified
to the consolidated income statement in line with EU-IFRS.

The English version is only a translation of the original in Spanish for information purposes. In case of

discrepancy, the Spanish version shall prevail.
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EQur
HONCONTROLLING
mem NOTES NESULT FORTHE TOTAL EQUITY
- YEAR g VALUATION CURRENCY INTERESTS
SHARE CAPITAL | SHARE PREMNUM | RESERVES ovioenp | PEASURYSTOCK | ATTRBUTAETO | o e CHANGE CORVERSION
| CONTROLLING ADRISTMENTS DAFFERENCES
COMPANY
OPLIG SALANCE AS O JANGARY 1, 2616 | 0195 150674 6,4104 18y (229 s - 63219 (114249} 1834.55 10,408.23
1 Changes i accountng pokcies - = (786.68) = - = = - 786 68 -
7 Compuonoteron e = = = = £ - . e
ADIUSTED SALANCEAS ON JANUARY 1, 2016 30795 1.506.74 5.961.06 (184.77} 239 708.77 t 53219 {335.81) 183455 10,408.29
L. TOTAL COMPREHENSIVE REVENUE JEXPENSES} - - - - - 17545 - 243 26420 s12.17 1454.30
|
"
P - - - - - 368.68] (820.83]
AN NON-COMTROLLING INTERESTS | {2854 118870 G129 y i ! g
1 Capreatwcreases Wecreases) ] — = = - = = - . = 5500 55.00
2 Dstribution of devrdends 42 - - {21557) {184 77) - - - - - {387 90} (788.24
3 incresses Secraasasirem buswmass combinations - . - = - -~ . : .
4 Orther |
= - = - - - - - 35 78) 2875}
andancantraiieg irteresty 503 (3578 r
5 Op v | 11 = = - - 157.84) &= - N = - (57.88
WL OTHER VARIATIONS B4 EQUITY | - - 5130 18477 - (70877} .58 000 - 3484 172
1 Transiers among equity tems. | 6.26 - - 458 80 18477 = {70871} - 2000 . 45.20 .
2 Otharvariations I 32a0024 - - (170} - - - 568 - - (6 26) 172
CLOSING BALANCE AS ON DECEMBER 31, 2016 | 30785 150674 620862 (18477} {60.23) 77545 858 65467 91.61) 231698 1144348
i
OPENTHG SALANCE AS ON JANUARY 1, 2017 0795 L50674 £,20862 (184.77) (6023} TT5A5 958 654.67 (9161} 2,315.58 1144348
1 Chargesin sccounting pokcies = - - = = . - B - - =
2 Correction of mrrers - - - - - - - - - -
ADSUSTED BALANCE AS OM JANUARY 1, 2017 20795 150874 20852 {184.77} 60,23} inAS 568 5867 L1} 231658 1144348
L TOTAL COMPRENERSIVE REVENUE EXPENSES) - - - - = 708.51 - (33.98) (639.09) 184.08 ms2
[y
AND NOW-CONTROLING INTERESTS - B L] (47 it N - i - (58242) (103859
1 Capitat mcrenses [decrenses) | - - = - - - = X - = =
2 Distrbuoon of dmdesds | 42 - = {261.92) {184.77) - - - - - {572.81) 11,013 680y
3 e N = - - - = - - N 1050) (©89)
& Owner .
- e, - - (22.45) - - - - - - (871 {3118
5 Operations with reasury stock and own shares s11 - - 47 - 7.87 - - - - - 1257
4 1 { 4
W OTHER VARMATIONS 39 EQUITY - ~ 504.19 18877 i - {775.45) 0.40 - - {17.26) [ {103.35)
T S T
1 Translers smong equicy items §26 - = 5% 68 w7 | . {775 45) - . = i =
2 Othervanations 328nd24 | - - (B6.49) - - - 040 - - r2e) | {103 35;
CLOSING BALANCE AS ON DECEMSER 31, 2017 | 20795 1506.74 643324 (18477 5236} 20051 10.08 62069 (730.70) 1.901.38 10.512.66
. Al v e . -
Figares i milloas of swi

The English version is only a translation of the original in Spanish for information purposes. In case of
discrepancy, the Spanish version shall prevail.
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D} CONSOLIDATED CASH FL TEMENT FOR YE DECEMBE 1 01,
ITEM NOTES 2017 2016
1. Insurance activity: 1,362.27 954.37
Cash received from insurance activity 24,497.41 23,760.11
Cash payments from insurance activity (23,135.14} {22,805.74)
2. Other operating activities: {410.38) (321.05)
Cash received from other operating activities 800.20 767.24
Cash payments from other operating activities {1,210.58) (1,088.29)
3. Receipt (payment) of income tax (497.80) (474.69)

4. Discontinued operations == .

NET CASH FLOWS FROM OPERATING ACTIVITIES 454.09 158.63
1. Proceeds from investment activities: 20,132.61 19,972.92
Property, plant and equipment 56.24 27.28
Real estate investments 54.58 200.88
Intangible fixed assets 0.57 2.77
Financial instruments 16,958.98 17,136.21
Equity instruments 1,834.70 1,038.75
Controlled companies and other business units 29.83 46.27
Interest cotlected 1,089.15 1,153.24
Dividends coliected 69.85 57.59
Other receipts related to investment activities 38.71 309.93

2. Payments from investment activities: {19,100.39) {19,258.52)
Property, plantand equipment 6.2 (121.19) (161.59)
Real estate investments 6.2 (14.24) {15.84)
Intangible fixed assets {98.37) (147.86)
Financial instruments {16,375.32) (17,461.53)
Equity instruments (2,340.32) (1,327.93)
Controlled companies and other business units 6.9 (127.35}) (125.05)
Other payments related to investment activities {23.60) {18.72)

3. Discontinued operations - -

NET CASH FLOWS FROM INVESTMENT ACTIVITIES 1,032.22 714.40
1. Proceeds from financing activities 1,227.70 1,147.10
Subordinated liabilities 600.00 E=
Proceeds from issuing of equity instruments and capital increases - 55.00
Proceeds from sale of treasury stock 12.50 =
Other proceeds related to financing activities 615.20 1,092.10

2. Payments from financing activities (2,212.73) (1,461.91}
Dividends paid to shareholders (1,019.47) (786.67)
Interest paid {67.94) (53.31})
Subordinated liabilities (578.45) O
Payments on return of shareholders' contributions -~ -
Purchase of treasury stock 6.11 - {57.84)
Other payments related to financing activities (546.87) (564.09)

3. Discontinued operations - =

NET CASH FLOW FROM FINANCING ACTIVITIES {985.03) {314.81)

Conversion differences in cash flow and cash balances (88.40) (96.18)
NET INCREASE/(DECREASE) IN CASH FLOW 412.88 462.04
OPENING CASH BALANCE 1,451.13 989.09
CLOSING CASH BALANCE 1,864.01 1,451.13

= —
Figures in millions of euros

The English version is only a translation of the original in Spanish for information purposes. In case of discrepancy, the Spanish
version shall prevail.
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. BERA LATAM NORTH LATAM SOUTH BRAZIL NORTH AMERICA
2017 2016 2017 2016 2017 2016 2017 2016 2017 2016
I REVENUE FROM IMSURANCE BUSINESS
1. Premiums allocated to the financia! year, net
&) Written premiums, direct insurance 6,954.87 6,689 68 1,739.17 1.238.57 169473 1,718.75 4,546 87 4,392.82 2,506.51 2,572.80
b) Premiums from sccepted rewnsurance 5.33 14 B4 32.96 3042 €17 482 - - 22 00 5052
) Premluras from ceded reinsurance (510 32) (484 11) (935.05) {443.77) (641.09) (724.19) (760 47) (702.15) (530.26) (555 27)
d) variations in provisions for unearned premiums and
unexpired risks, net
Direct insurance (49.52) (8.17) (240.69) 164.94 (66.64) {45.33) (63.44) 17489 [9.91) {59 47)
Accepted reinsurance (0.20) 029 {0.70) 033 027 (141} - = 584 {15 18)
Ceded reinsurance (4.93) (14.71) 235.94 {162.58} 1038 2712 5.43 (41.08) 228 2958
2. Share in profits from equity-accounted companies 8.20 393 — = - == - - b Lo
3. Revenues from investments
From operations 134383 1,521.90 6533 6593 162 89 16225 35126 417.05 a7 10 98 86
From equity 62.77 58 49 10.79 1046 15.08 14.70 1379 1035 4626 60.91
4. Unrealized gains on investments on behalf of life p— - 038 = N _ T a0 . "
bearing the risk
S. Other technicai revenue 21.42 2215 0.58 015 17.08 13.27 204 215 1457 13.48
6. Other non-technical revenue 84 89 59.37 017 0.25 289 625 103.82 3.04 005 014
7 Posative foreign exchange differences 10.89 1452 15.53 801 5.49 876 - - - i
8. Reversal of the asset impairment provision 16.97 15.86 hed . - 0.15 e - il B
TOTAL FROM CE 8,011.99 7,951.05 924 .41 91271 1,205.26 1,185.14 4,275 88 4,365.57 2,144 44 2,196 35
. EXPENSES FROM INSURANCE BUSIRESS
1. incurred claims for the financial year, net
a) Claims paid and variation in provision for
outstanding cialms, net
Direct insurance (5,219.49) (5.636.18) (1,002 .04} {908.92) (1,009 71) {900.34) (2,100.90) {2,086.92) (2,288.82) (1,507 32)
Accepted reinsurance (1.80) {10.12) (6.56) (6.40) (4.07) 0.07) - - (19.59) 126 79)
Ceded reinsurance 33754 31101 505.03 37171 458 40 385.88 40023 31423 1,024 84 21361
b) Claims-refated expenses (356 05} (34007} (13 35) (11.86) (41 91) (38 33} (88 29) (88 33} (197 34} (201 40)
2 variation in other technical provisions, net {318 65) 22874 (31.31) (275) (54 35} (128 23} (232.78) {288 94} (G 25} (0 35)
3. Profit sharing and returned premiums (2273} 3277) {857] {0.32) 0.10 0.0 (3.75) (202) - ol
& Net operating expenses
a) Acqulisition expenses {1,090.00) (1,072.63) {263.02) (262.37} (399.58) (411.32) {1,298.77} (1.196 51) (578.31) {584 €2}
b) Administration expenses {121.20) {124 46) (73.54) {71.83} (71 30} (68.08) {207 .16) (193.76) (114.31) (113 04}
c) Commissions and participation in reinsurance 11381 109 44 70.80 57.24 80.35 88 15 S228 8406 164 27 162 42
S. Share in losses from equity-accounted companies 353 (2.42) - = - = - - - -
6 Expenses from investments
a) From operations (386 25) (378 43) {14 06} (1338} {12 89) (12 84) (116 32) {104 96) {7 61) {10 11)
k) From equity and financial accounts {39.66) (29.85) (0.68) (0.82) ©.72) {079 - - (2.66) (269)
7. ::‘r;r:ra-l::: losses o‘n ime:::\re‘::s on accoumr;fknfe (8.47) (25.83) . _ . . . = = -
8. Other technical expenses (71.58) (73.06) (8.07) {11.25) (21.10) {11.82) (8.03) (412} - -
9 Other non-technical expenses (102.93} (114.12) {0.26) (0.18) {1.54) (8.91) (0.47) (0.13) (1.23) (1.32}
10. Neg: foreign es (12.40) (15.76) (20.53) (0.08) (15.88) (13.59) - - - -
11 Aliowance to the asset impairment provision (20.68) (37 79) = ol (8.14) (11.66) {104 .86} el (3.65) (10 18)
TOTAL FROM CE {7,317.01) (7,244 26) (866.16} (861.17) (1,102.34} (1,131.86) (3,670.82} (3,569.40) (2,123.6€) (2,081 59)
RESULT FROM THE E 694.98 70683 58.25 51.54 10292 $3.28 605 06 796.17 20.78 114.76
. ‘OTHER ACTIVITIES
1 Operating revenue 23268 24108 9.96 1085 20.21 20.25 2782 32,05 201 1.86
2. Operating expenses (185.32) (192.88) (10.90} (12.18) (18.53) {28.95) (43.95) (49 «8) (1.82) (187)
3 Net financial income
a) Financia! income 6.30 1104 0.21 .14 362 151 3257 3882 - bl
b) Financial expenses {2.63} {5.15}) 0.13 {0.01}) {0.37) (039} (1.37) (9.38) (0.08) {0.09)
4 Result from non-controdling interests
a) Share in profits from equity-accounted companies 1.87 1.47 - - - - . - - -
&) Share in losses from equity-accounted companies . i - = = = = - - =
5 Reversal of asset impairment provision 149 159 - - - b =l - . -
6. Allowance to the asset impairment pravision (2.49) (4.32) - - - - - - - -
7. Resuit from the disposal of non-current assets |
classified as held for sale, not included in discontinued o - | = s = b = - - bl
e o - | ol
RESULT FROM OTHER ACTIVITIES 5150 5183 e s0) {1200 4.95 17.581 15.07 | 12.01 c11 (000}
. RESULT ON OF FIRANCIAL ACCOUNTS - | - E o - -1 - =) -
V. RESULT BEFORE TAXES FROM ONGOING OPERATIONS 746.88 75966 | 57.65 50.34 107 87 45.70 620.13 ! B0 18 10 89 114 76
Vi TAX ON PROFTT FROM ONGOING OPERATIONS (159.50) i (148.532 (14.42} {7.60) (27 3_0_) (2 1.28) | (217 82] | _l!_lﬂ a9) 28 08 | =2 l__.\? -34_I
Vi, RESULT AFTER TAX FROM DNGOING OPERATIONS 587 38 61118 43.23 4274 8057 24 42 402 31 | 457.29 48 52 7772
VW, RESULT AFTER TAX FROM DISCONTINUED OPERATIONS - - el - = A i = - i -
LS RESULT FOR THE PERIOD 587.38 611.13 43.23 a2 74 B0 57 ! 14 42 402 31 497 29 ;8.92 7772
1 Attributable to non-controtiing interests 75.86 75.19 9.45 852 1036 | 792 276.93 355.96 0.23 048
21 Anributable to the controdling company S1152 535 94 33.78 3422 70.21 16.50 125.38 141.33 48.69 77.24
Figuies in milions of ewros
10
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L ENANDIAL BY SEGMENT - { FOR YEARS ENDING DECEMDIR 31, 2017 AND 2016
CORPORATE AREAS
EEA MAPFRE ASISTENCIA MAPFRE GLOBAL RISKS MAPFRE RE TOTAL
LTEM AN CONSOR DA TION ADIRISTMENTS |
2017 W06 017 2016 27 2018 7 6 2017 e ’ 2017 2016
L REVENUE FROM INSUANCE BUSINESS
1 Premiums allocated to the financiai year, net
a) Written premiums, direct insurance 1,842,987 1,968 29 34103 36091 34450 32867 - - 1169 43120 19,98234 19313 69
b) Premiums from accepted reinsurance 2676 174 642.48 70586 81282 28352 422242 423475 (2.37069) {2,426 99) 3,49835 3,499 43
€) Premiums from ceded reinsurance (522.79) (509.11) (21752} {23413} (915 87} (92046} (139963} (1,43409) 2,368 56 141342 (4,064 44} (3,593 86)
d) n for unearned and
unexpired risks, net
Direct insurance (6280 {145.56) (3¢431) 073) 15.42) 529 - - (2.82) (867} (51555) 7618
Accepted reinsurance (16 45) 099 136 53) 14057) (1626) (19.55) 17465 (140 55) {36.71) 5365 7410 {162 00)
Ceded reinsurance 16.06 1134 [LRE 1270 1322 $863 227 3164 3710 1791} 33486 19529)
2 Share in profts from equity-accounted companies 007 248 - - 303 s14 - - (033) (011} 1097 1044
3 Revenues from investments
From operations 15117 107 35 328 284 2832 3442 18564 19608 (149¢) {289) 236888 260379
From equity 36.09 82 - - arn 916 766 1016 205 080 19527 20381
4 x::;;mxm::ﬁﬂ”dm’“ 286 257 N - - = N = (16.58) 122.79) 13102 14539
S. Other technical revenue 354 289 535 131 002 (0.94) (2 46} 6367 5294
& Other non-technical revenue 101 100 - - 106 110 088 075 {0.15} ©19) 19461 nn
7 Posttive foreign exchange differences. 1242 1621 025 7.96 14926 8332 797 41 45026 4861 7695 103986 70599
8 Reversai of the asset impairment provision 027 02 - 008 - - 383 568 - 002) 2107 2200
TOTAL REVENUE FAOM INSURANCE BUSINESS 151117 1,489.25 71599 81493 520.89 46953 3,995 15 3.354 66 2483 7505 23,33001 22,854 28
[0, EXPENSES FAOM RISURANCE BUSINESS
1 Incurred claims for the Bnancial vear, net
a) Cizuns paid and variation in provision for
outstanding ciaims, net
Direct insurance (1,156.72) {1,186.33) (17136} (18489} (16297) (11663} - - (6.82) (3301 | (13.21893) | (1256054}
Accepted reinsorance (1040 {151) (268 85) (302 19) (1242 66) (474 .45} (3,801 88) (2.54088) 297291 1,304 23 (2,382 90) 12,058 29%
Ceded reinsurance 288 30 24081 7806 7905 1,063 00 36215 1696 19 70200 (2.970 601 (1,293 11) 228119 1687 43
b} Claims-related expenses {3747 (36.79] {11578 {158.64) (437) {4.55) {010} (o11) (035) (1 40) 1855.71) {881.58)
2. Variation in other technicat provisions, net (186.55) {177 63} - - - - 073 (1160} 1657 {003} (806 59} 1380 19)
3. Profit sharing and returned premivms (21.58) {1272 (030} (0321 001 (46.80) (5005)
4 et operating expenses
a) Acquisition expenses (28469} (29099) {80532} (31821} (35467} (141 68) (1,148 71) (1,052 64) 598.31 57772 14.924.76) {2,748 03)
k| Administration expenses (11331) (13220 (3901} {3989) {802) (847} {16 10 (1381) 394 14 69) (76001) {77033}
) Comenissions and in rei 15217 13194 8575 101.86 59.52 s896 33739 306.55 (599.31) (s82.05) 557.08 51839
5. Share in losses from equity-accounted companies (c.on) - - - - t026) - - (353 268 tocs} -
& Expenses from investments
a) From operations 156.15} {13.43) (138) 1258} (7.25) (795} (26 64) (29.30} 078 162 (627.80) (571 36)
b) From eguity and hinancial accounts 004} 015) - - t0.27) 00s) (1.62) 1365) {019) 112) {44.84) (39.12}
7 Uncealized losses on investments on accourt of life
insurance policyholders bearing investment risk - - - - - - - . - - (847 {2583
8 Other technical expenses 11082 (1143) 202 (236) 1578) (383} (203} (235) 086 213 12957} {11805)
9 Other non-techmcal expenses (187) (187 - - 011) ©017) (5.90) (385) tcoz2l (0o2r | (13433} {13057)
10 hegative foreign exchange differences 977) (1118) 1837) 1620) (145 88) (8225) (805.27} (487 25} {029} {1025} (1,015 39} 1626 50)
11 Allowance o the ssset impsirment prowision (554 155 63) - - - B = l (477} 1871 = [62ss) | (1108
TOTAL EXPENSES FROM BUSINESS 11,445 19) 11,558 61) (74828} [879.05) {630 76) 1$1957] (377154 13,141 87 1638} 13729) | (21.66454) | (2087567)
RESULT FROM THE INSURANCE BUSINESS 0558 (7036} [32.28) 114.33) [#3 87} 4996 22121 25279 1845 3776 1e6847 | L9786
. oTwR ACTIVING |
1 Operating revenue 323 560 12998 89 40 - . - - 6287) (37.39) 36302 36180
2 Operating expenses (9.52) 860 {155.02) (126.73) - = - - (64.75} 17788} {439 79) {49857}
3 Netfinancial income |
) Financlal income 023 o1 5.42 727 =1 - - - 4924 3250 9759 9145
b} Financial expenses (011) 011} («77) (1038 - - - - 190.61) (5815) (99.81) (84 16)
4. Result from non-controfling interests. 1 |
) Share in peofits from equity-accounted companies 113 | - - E - | - = = - = 300 147
b) Share in losses from equity-accounted compantes - I - - - - - - - 003 (048 oe3) 1048)
S Reversal of asset impasrment provision - - - 001 - - - 1751 655 1901 B14
6 Atlowance ta the asset impairment growision - - - - - - - - 122.76) (8 86} (2525} (1318
7 Result rom the disposal of non-current assets classified B . : B ~ B B _ | N B _ | B
as heid for saie, not included in diatantinued operations. l
I S
IRESLL T FRCM DTHER ACTIRVTIS (5041 (a94) | (24.3%) (4094} o001 - - = 11712.';| (143.71) (132.26) | (13353}
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F) SUPPLEMENTARY FINANCIAL INFORMATION BY PRODUCT AND GEOGRAPHICAL AREA

1. CONSOLIDATED ORDINARY REVENUES FROM EXTERNAL CLIENTS IN FINANCIAL YEARS ENDING

DECEMBER 31, 2017 AND 2016

The breakdown of consolidated ordinary revenues, by product and country, in line with the segments broken

down in Note 2.2, is as follows:

1.a) Information by product

Products 2017 2016
Life 4,669.50 4,465.08
Automobile 7,271.17 7,370.91
Homeowners and commercial risks 2,510.26 2,498.02
Health 991.98 999.09
Accidents 238.80 246.70
Other Non-Life 4,441.52 3,869.90
Reinsurance 5,782.56 5,817.01
Other Activities 925.44 933.22
Consolidation adjustments (2,987.53) (3,024.96)
TOTAL 23,843.71 23,174.97

Figures in millions of euros

The English version is only a translation of the original in Spanish for information purposes. In case of discrepancy, the

Spanish version shall prevail.
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1.b) Information by country
Geographic Area / Countries 2017 2016

IBERIA
Spain 7,053.29 6,805.41
Portugal 139.59 140.19
LATAM NORTH
Mexico 1,192.23 726.06
Panama 217.68 208.68
Other 372.18 345.10
LATAM SOUTH
Argentina 306.96 294.93
Chile 306.88 366.06
Colombia 398.75 405.50
Peru 469.93 465.70
Other 236.59 211.62
BRAZIL 4,574.69 4,424.88
NORTH AMERICA
United States of America 2,201.62 2,260.64
Puerto Rico 328.91 364.65
EURASIA
italy 471.44 466.18
Malta 352.54 334.03
Turkey 654.95 840.73
Other 394.02 332.70
ASISTENCIA 1,113.48 1,156.17
GLOBAL RISKS 1,257.42 1,212.19
MAPERE RE 4,222.42 4,234.75
CORPORATE AREAS
AND CONSOLIDATION ADJUSTMENTS (2,421.86) (2,421.20)
TOTAL 23,843.71 23,174.97

Figures in millions of euros

Direct insurance and accepted reinsurance premiums, as well as operating revenues from non-insurance
activities are considered as ordinary revenues.

2. NON-CURRENT ASSETS AT DECEMBER 31, 2017 AND 2016
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The breakdown of non-current assets in line with the segments broken down in Note 2.2, is as follows:

Geographic Area / Countries 2017 2016
IBERIA
Spain 1,695.37 2,478.53
Portugal 20.41 22.31
LATAM NORTH
Mexico 114.55 80.35
Panama 56.78 77.42
Other 28.32 30.16
LATAM SOUTH
Argentina 35.68 40.67
Chile 38.23 37.58
Colombia 23.86 36.42
Peru 85.51 84.59
Other 21.08 27.93
BRAZIL 927.42 1,028.65
NORTH AMERICA
United States of America 352.64 389.52
Puerto Rico 65.28 69.42
EURASIA
Italy 34.28 57.28
Malta 179.90 174.25
Turkey 60.61 62.94
Other 40.91 22.47
ASISTENCIA 135.27 195.54
GLOBAL RISKS 9.86 16.04
MAPFRE RE 64.37 64.59
COREORATEISRERS 682.99 778.38
AND CONSOLIDATION ADJUSTMENTS
TOTAL 4,673.32 5,775.04

Non-current assets include other intangible fixed assets, property, plant and equipment, real estate
investments, inventories, tax receivables, corporate and other receivables, other assets, and non-current
assets held for sale and from discontinued operations.

The fall of non-current assets in Spain is explained in Note 6.10 and corresponds to the exercising of the
purchase option for the shares of Union Duero, Compafiia de Seguros de Vida (Duero Vida) and Duero
Pensiones, EGFP S.A. (Duero Pensiones).

There is no client contributing, on an individual basis, more than 10 percent of the Group’s ordinary
revenues.
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G) CONSOLIDATED ANNUAL REPORT

1. GENERAL INFORMATION REGARDING THE COMPANY AND ITS ACTIVITIES

MAPFRE S.A. (hereinafter the “controlling company”) is a listed public limited company and parent of a
number of controlled companies engaged in insurance in its various lines of business, both Life and Non-Life,
finance, securities investment, and services.

MAPFRE S.A. is a subsidiary of CARTERA MAPFRE, S.L. Sociedad Unipersonal (hereinafter, CARTERA MAPFRE),
fully controlled by Fundacién MAPFRE.

The scope of activity of the controlling company and its subsidiaries (hereinafter "MAPFRE", "the Group” or
“MAPFRE Group”) includes the Spanish territory, European Economic Area countries, and other countries.

The controlling company was incorporated in Spain and has its registered office in Majadahonda {Madrid),
Carretera de Pozuelo 52.

The MAPFRE Group activities are carried out through four business units: Insurance, Asistencia
(assistance, services and specialty risks), Global Risks, and Reinsurance; three territorial areas: IBERIA,
LATAM and INTERNATIONAL; and six regional areas: IBERIA (Spain and Portugal), BRAZIL, LATAM NORTH
(Mexico, Dominican Republic, Panama, El Salvador, Nicaragua, Costa Rica, Honduras and Guatemala),
LATAM SOUTH (Colombia, Venezuela, Ecuador, Peru, Chile, Argentina, Uruguay and Paraguay), NORTH
AMERICA (United States, Puerto Rico and Canada), and EURASIA (Europe, Middle East, Africa and Asia-
Pacific).

The Insurance Business Units are organized according to the regional areas of MAPFRE, which comprise
the geographical units that plan, support and supervise all the insurance and service business units in the
region.

In addition to the activity of the Business Units, there are also global corporate areas (Finance,
Investment, Human Resources, Resources and Institutional Coordination, Business Support, Internal
Audit, Strategy and M&A, General Counsel, and Business, Clients and Innovation), which have global
responsibilities for all the Group's companies worldwide regarding the development, implementation,
and monitoring of global, regional and local corporate policies.

The MAPFRE Group maintains its own distribution networks with offices in the countries in which it operates,
which it combines with the use of other distribution channels. it also collaborates with mediators—
professional insurance distributors—who in their different positions (delegates, agents and brokers) play an
important role in marketing operations and servicing insured parties.

The Group boosts its distribution capacity by signing distribution agreements—and bancassurance
agreements in particular—with different companies.

The internal structure and distribution systems of the controlled companies are tailored to the characteristics
of the markets in which they operate.

15
The English version is only a translation of the original in Spanish for information purposes. In case of discrepancy, the

Spanish version shall prevail.



MAPFRE S.A. AND SUBSIDIARIES

The individual and consolidated annual accounts were prepared by the Board of Directors on February 7,
2018 and are expected to be approved by the Annual General Meeting. Spanish regulations provide for the
possibility of modifying the consolidated annual accounts if they are not approved by the aforementioned
sovereign body.

2. BASIS OF PRESENTATION OF THE CONSOLIDATED ANNUAL ACCOUNTS

2.1. BASIS OF PRESENTATION

The Group’s consolidated annual accounts were prepared in accordance with the International Financial
Reporting Standards as adopted by the European Union (EU-IFRS), with all companies having carried out the
requisite standardization adjustments.

The consolidated annual accounts have been prepared on the cost model basis, except for financial assets
available for sale, financial assets for trading and derivative instruments, which are recorded at their fair
value.

There was no early application of the rules and interpretations which, having been approved by the
European Commission, had not entered into force at the close of 2017. However, their early adoption would
have had no effect on the Group’s financial situation and results.

2.2. FINANCIAL INFORMATION BY SEGMENT
Section E) of the consolidated annual accounts contains the financial information broken down by segment.

In 2017, the Group has modified the information by operating segment, with the aim of aligning it with the
information provided to Management and to the market with a breakdown by business unit (Insurance,
Asistencia, Global Risks and Reinsurance):

Insurance activity and other activities

- INSURANCE
e |BERIA
e BRAZIL

e | ATAM NORTH
e LATAM SOUTH
e NORTH AMERICA
e EURASIA
- ASISTENCIA
- GLOBAL RISKS

Reinsurance activity

* MAPFRE RE
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Revenues and expenses from the "insurance activity and other activities" corresponds to income and
derivatives from the Insurance business also includes complementary activities relating to the management
of property and equipment, and from medical services, assistance, funeral services, technology services, and
others. The operating segment corresponding to the Insurance Unit presents its information according to the
structure of the Group's regional management areas and taking into account the guantitative thresholds
established in prevailing regulations.

The operating segments corresponding to the Assistance business unit (MAPFRE ASISTENCIA), the Global
Risks business unit (MAPFRE GLOBAL RISKS) and the Reinsurance business unit {MAPFRE RE) include
insurance and reinsurance activity, regardless of the geographic location.

Transactions between segments are recorded at fair value and eliminated in the consolidation process.

The amounts shown under "Corporate Areas and consolidation adjustments” include expenses for services
rendered by the global corporate areas and the adjustments made on consolidation.

The Consolidated Management Report contains additional information on business performance and
characteristics.

2.3 FINANCIAL INFORMATION BY PRODUCT AND GEOGRAPHIC AREA

Section F) of the consolidated annual accounts contains supplementary financial information broken down
by product and geographical area.

The information by product is presented for the main activity lines, which are:

. Life

. Automobile

= Homeowners and commercial risks
N Health

. Accidents

. Other Non-Life

. Reinsurance

" Other Activities

The information shown for each geographic area is broken down by the main countries comprising the
Group's regional areas, as indicated in Note 1 herein.

2.4. CHANGES IN ACCOUNTING POLICIES, CHANGES IN ESTIMATES AND ERRORS

The complexity in the accounting for Group operations in Venezuela, the mechanics of accounting for the
hyperinflation present in its economy and the historic variation in its exchange rate, have led to important
impacts on the Group’s financial statements that have grown sharper in the last periods. In this context, in
order to improve the true and fair view of the financial statements, in 2017 the Group carried out a change in
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accounting policies that consists in recording in a Provisions account both the revaluation of non-monetary
items and the currency conversion differences generated from the conversion to euros of the restated
financial statements of subsidiaries in Venezuela, which were previously recorded in “Currency conversion
differences”, avoiding the separation of impacts from hyperinflation and foreign exchange depreciation.

The Group understands that with above mentioned change in accounting policies, in line with 1AS 8, offers
more reliable and relevant information about its operations in Venezuela. Further, and in line with the
applicable regulations, the information in the previous year's consolidated annual accounts has been
restated, reclassifying 832.85 and 786.68 million euros of “Currency conversion differences” to “Provisions”
at December 31 and January 1 2016, respectively. The reclassification corresponding to January 1, 2016 is
included as “Adjustments for changes in accounting criteria” in the consolidated statement of changes in
equity. In said statement, “Other variations” of provisions includes both currency conversion differences as
well as the effects of restatement from inflation for 2017 and 2016.

In the financial years 2017 and 2016, with the exception of the situation indicated in the previous paragraphs,
there were no changes in accounting policies, estimates or significant errors that could have had an effect on
the Group's financial position or results.

2.5. COMPARISON OF INFORMATION

Financial information by segment for the period ending December 31, 2017 is given in the consolidated
annual accounts, in accordance with the adaptation reflected in Note 2.2 herein. In order for the information
to be comparable, the information by segment reflected in the consolidated annual accounts from the
previous year has been restated.

With the exception of the aforementioned amendments, there is nothing preventing the consolidated annual
accounts of this reporting period from being compared with those of the previous period, and the
consolidated annual accounts have been prepared in line with the international standards which, having
been approved by the European Commission, were in force at the close of the year.

At the date when these annual accounts were prepared, the following applied:

- The adoption of the EU-IFRS 15 "Ordinary revenues from contracts with clients”, which will enter force
for reporting periods beginning on or after January 1, 2018, is not deemed to have any significant effect
on the Group's financial situation and results.

- In relation to EU-IFRS 16 “Leases”, which will enter into force for reporting periods beginning on or after
January 1, 2019, a new study has been carried out to analyze the impact on the financial statements
during its first year of implementation, based on the current market conditions and the terms and
conditions of lease contracts currently in force. The main impacts will be:

e Anincrease in assets and liabilities of approximately 620.64 million euros.

e A decrease in operating expenses and an increase in financial expenses of 14.51 and 33.60
million euros, respectively. The amount of financial expenses will reduce gradually, applying
financial criteria, during the estimated term of the contracts.

e A fall of 11.16 million euros in the result for the period attributable to the controlling company.
This amount will be offset entirely at the end of the estimated term of the contracts.
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- The Group is analyzing the impact of IFRS 17 “Insurance Contracts”, which is expected to be significant,
and which will be applicable to reporting periods beginning on or after January 1, 2021, and which was
approved by the International Accounting Standards Board (IASB), not yet been adopted by the European
Union.

- In relation to EU-IFRS 9 "Financial instruments”, which is also expected to have a significant impact, and
the modification of EU-IFRS 4 “Insurance Contracts”, which will apply to reporting periods beginning on
or after January 1, 2018, the Group deems, by virtue of the provisions set out in this standard, that it is
eligible for the temporary deferral approach approved for the insurance industry. Said temporary
deferral can be applied until reporting periods beginning on or after January 1, 2021, on which date it is
estimated that the new IFRS 17 “Insurance Contracts” will enter into force.

- The Group shall adopt, upon its entry into force, all other applicable standards, amendments and
interpretations. The initial application of such is not expected to have a significant impact on the Group’s
financial situation or result.

2.6. CHANGES IN THE CONSOLIDATION PERIMETER

The companies that were added to the consolidation perimeter in 2017 and 2016 are listed in Annex 1 along
with their equity figures and results. Annex 1 also contains all the other changes to the consolidation
perimeter.

In the 2017 financial year, mutual funds managed by Group companies in which the participation is greater
than 30 percent were consolidated by global integration method. As they were consolidated in the previous
period, the consolidated assets and liabilities would have been greater than 308.01 million euros, of which
218.33 million correspond to the “Available-for-sale portfolio”; 86.67 million to “Cash”; 3.01 to “Corporate
and other receivables”; 304.19 to “Other financial liabilities” (Note 6.13) and 3.82 million to “Other debts”.

The effects on the equity attributable to the controlling company as a result of changes in the last two
financial years regarding the ownership of controlled companies that do not imply a loss of control have not
been significant (these changes are described in Annex 1).

The result for the period arising from the loss of control in controlled companies is insignificant (these losses
of control are described in Annex 1).

The overall effect on the Group's consolidated equity, financial position and results in 2017 and 2016 derived
from other changes in the consolidation perimeter with respect to the preceding year is described in the
relevant notes of the consolidated annual report.

2.7. ACCOUNTING JUDGMENTS AND ESTIMATES

In the preparation of the consolidated annual accounts under EU-IFRS, the controlling company’s Board of
Directors has made judgments and estimates based on assumptions about the future and uncertainties that
basically refer to:

¢ The technical provisions (Note 6.14).
e Impairment losses on certain assets (Notes 6.1, 6.2 and 6.4).
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e The calculation of provisions for risks and expenses (Note 6.15).

e The actuarial calculation of post-employment remuneration-related commitments and liabilities (Note
6.22).

e The useful life of intangible assets and of tangible fixed asset items (Notes 5.3 and 6.1).

e  The fair value of certain non-listed assets (Note 6.4).

The estimates and assumptions used are reviewed regularly and are based on past experience and other
factors that may have been deemed more reasonable in each instance. If these reviews lead to changes in
estimates in a given period, their effect shall be applied during that period and, as the case may be, in
subsequent periods.

3. CONSOLIDATION

3.1. CONTROLLED COMPANIES, ASSOCIATED UNDERTAKINGS AND JOINT ARRANGEMENTS

The controlled companies, associated undertakings and joint arrangements included in the consolidation are
listed, indicating the integration method, in the table of acquisitions of controlled companies attached as
Annex 1 to the consolidated annual report.

Companies are configured as controlled companies when the controlling company holds power over the
investee entity, has exposure or rights to variable returns, and has the capacity to influence those returns
through the power exercised in the entities. Controlled companies are consolidated from the date when the
Group acquires control, and are excluded from the consolidation on the date when it ceases to have such
control.

In controlled companies where 50 percent or less of the economic rights are held, the classification as
"controlled company" is based on the provisions set out in the shareholder agreements, which contemplate
the following scenarios:

- The administration of the companies is carried out by a Board of Directors, which is responsible for their
operating and financial strategies as well as their administration and management, and for overseeing
their financial and operating policies, among others. In these cases the Board of Directors is made up of
an odd number of members and the chairman is always appointed at the recommendation of MAPFRE.
The chairman has the casting vote, therefore exercising control over the company.

- MAPERE is granted the power to appoint and revoke the CEO, finance manager, actuarial manager, and
any other key personnel for the management and control of the company.

- The political rights established do not coincide with the economic rights, which means that MAPFRE has
the majority of the voting rights in the General Assembly. Additionally, in these cases the Board of
Directors is made up of an even number of members and in the event of a tie one of the directors
appointed at the recommendation of MAPFRE has the casting vote.

Non-controlling acquisitions of controlled companies made since January 1, 2004 are recorded at the fair
value of the percentage of purchased net assets identifiable at the acquisition date. Those acquisitions made
before the transition date were recorded at the percentage of purchased net assets at the date of the first
consolidation.
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Non-controlling acquisitions are shown in consolidated equity separately form the equity attributable to the
controlling company shareholders. Non-controlling acquisitions of controlled companies in the consolidated
results for the period (and in the total consolidated overall result for the period) are also shown separately in
the consolidated income statement (overall consolidated income statement).

Associated undertakings are companies in which the controlling company exercises a significant influence but
which are neither controlled companies nor joint arrangements.

Significant influence is understood as the power to intervene in decisions on financial and operating policies
of the investee company, but without controlling or jointly controlling these policies, presuming that there is
significant influence when, either directly or indirectly through its controlled companies, at least 20 percent
is owned, of the voting rights of the investee company.

Acquisitions of controlled companies in associated undertakings are consolidated by the equity method,
including, in the value of interests, the net goodwill identified at the date of acquisition.

When the Group’s participation in the losses of an associated undertaking is equal to or higher than the book
value of its stake, including any unsecured receivable, the Group does not record additional losses, unless
obligations have been incurred or payments have been made on behalf of the associated undertaking.

To determine if an investee company is controlled or associated, the purpose and design of the investee
company have been taken into account to ascertain the relevant activities, the way that decisions are taken
on these activities, who has the current capacity to direct these activities and who receives their financial
returns. The potential voting rights held and exercisable as purchase options on shares, debt instruments
convertible into shares or other instruments giving the controlling company the possibility to increase their
voting rights have also been considered.

A joint arrangement is considered to exist when two or more entities undertake an economic activity subject
to shared control regulated by means of contractual agreement.

A joint arrangement is classified as a joint venture when the parties have rights to the net assets, in which
case their acquisitions are recorded in the consolidated annual accounts using the equity-accounted method.

A joint arrangement is classified as a joint operation when the parties have rights to the net assets and
obligations for the liabilities, in which case their interests are recorded in the consolidated annual accounts
using the proportionate consolidation method.

The financial statements of the controlled companies, associated undertakings and joint arrangements used
for the consolidation correspond to the years ending December 31, 2017 and 2016.

3.2. CONVERSION OF ANNUAL ACCOUNTS OF FOREIGN COMPANIES INCLUDED IN THE CONSOLIDATION

The functional and presentation currency of the MAPFRE Group is the euro. Accordingly, the balances and
operations of Group companies with a different functional currency are translated into euros using the
closing exchange rate for balance sheet balances at the average exchange rate weighted for the volume of
operations, for transactions.
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The exchange differences resulting from applying this procedure, as well as those arising from the conversion
of loans and other foreign currency instruments covering investments in foreign activities, are presented as a
separate component in the “Statement of Recognized Revenues and Expenses” and are shown under equity
in the “Currency conversion differences" account, deducting the part of the difference that corresponds to
non-controlling acquisitions of controlled companies.

Goodwill and fair value adjustments of assets and liabilities arising from the acquisition of Group companies
whose presentation currency is not the euro are treated as assets and liabilities of overseas activities. As
such, they are stated in the functional currency of the overseas undertaking and translated at the closing
exchange rate.

The financial statements of the companies registered in countries with a high inflation rate or
hyperinflationary economies are adjusted or restated for the effects of changes in prices before their
conversion into euros. Adjustments for inflation are performed in line with IAS 29 "Financial reporting in
hyperinflationary economies".

For the years 2017 and 2016 Venezuela was the only country treated as having a hyperinflationary economy.
The functional currency of the Group companies operating in this country is the Venezuelan bolivar (VEF).

Although there are various official exchange rates in the country, none fluctuate freely, and as such they do
not reflect the currency’s loss of value deriving from the country’s hyperinflation.

As a result, and given the lack of a reliable official index, at the close of both 2016 and 2017 it was deemed
necessary to estimate an exchange rate that takes into account real inflation in the country, and reflects
more accurately the integration of the Venezuelan subsidiaries’ financial statements in the preparation of the
MAPFRE Group consolidated accounts, in order to meet the requirement for a true and fair view of their
situation.

The Group believes that the exchange rate that best reflects the financial position of the Venezuelan
companies should be based on updating the last reliable exchange rate, taking as a reference for the
mentioned update the inflation reported in the Purchasing Power Parity (PPP) variation, which is the ratio of
prices with respect to a Venezuelan basket over a global basket, which implies estimating an inflation variant
but without using local consumption prices exclusively, and using information produced by a renowned
international institution for this purpose. The inflation applied in 2017 was estimated at 835 percent, with
2016 having been re-estimated in line with what the IMF published during the year.

To this effect, the exchange rate on which the successive exchange rates have been calculated, is the rate
used in the 2016 annual accounts, which was based on the SIMADI's inflation update from when it appeared
(February 2015), which amounted to 176.60 USD/VEF. The interest rates obtained this way, which have been
used to convert the balances and operation of the Group companies operating in Venezuela, are the
following:
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Exchange rate at the close of the period
Year
USD/VEF EUR/VEF
2015 425.8 463.6
2016 3,598.3 3,787.2
2017 14,460.1 17,355.0

In the consolidated income statement, the loss arising from the net monetary position is shown under a
separate heading, amounting to 24.50 and 39.98 million euros in 2017 and 2016, respectively.

Adjustments to the opening balance

The adjustments to opening balance columns in the different tables of the consolidated annual report
include the variations that occurred as result of applying a different conversion exchange rate to the figures
for overseas subsidiaries.

The variations in the technical provisions shown in the consolidated income statement differ from those
obtained due to the discrepancy in the consolidated balance sheets for this year and the previous year. This
is owing to the use of a different conversion exchange rate for the overseas subsidiaries.

4. EARNINGS PER SHARE AND DIVIDENDS

4.1. EARNINGS PER SHARE

The calculation of the basic earnings per share—which matches the diluted gains per share, since there is no
ordinary potential share—is shown below:

Item 2017 2016
Net profit attributable to controlling company's shareholders 700.51 775.45
Weighted average number of ordinary shares in issue 3,079.55 3,079.55
Basic earnings per share (euros) 0.23 0.25

4.2. DIVIDENDS

The breakdown of the dividends paid by the controlling company in the last two years is shown below:
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Total dividend Dividend per share
Item {million euros) (euro cents)
2017 2016 207 2016
Interim dividend 184.77 184.77 6.00 6.00
Final dividend 261.76 261.76 8.50 8.50
TOTAL 446.53 446.53 14.50 14.50

The total dividend for 2017 was proposed by the Board of Directors and is pending approval by the Ordinary
Annual General Meeting.

The planned dividend payout complies with the requirements and limitations that are set out in the legal
regulations and the corporate bylaws.

In 2017 the controlling company distributed an interim dividend equivalent to a total amount of
184,773,196.38 euros, which is recorded in equity under the heading “Interim dividend”. The liquidity
statement prepared by the Board of Directors for the distribution is shown below.

Date of
Item Resolution 08-11-
2017

Cash available on date of the resolution 14.86
Increases in cash forecast within one year 731.45
From expected current collection operations 731.45
From financial transactions o
Decreases in cash forecast within one year 511.60
From expected current payment transactions (70.00)
From expected financial transactions {441.60)
Cash available within one year 234.71

Figures in millions of euros

5. ACCOUNTING POLICIES

The accounting policies applied to the following entries are indicated below:

5.1. INTANGIBLE ASSETS
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GOODWILL

Goodwill on merger

This represents the excess of cost paid on a business combination over the fair value of the identifiable assets
and liabilities at the date of the merger.

Consolidation differences

J Goodwill on consolidation

This represents the excess net acquisition costs paid over the fair value of the acquisition in the equity
of the controlled company at the date of acquisition, except for acquisitions realized before January 1,
2004, which correspond to goodwill net of amortization recorded in line with Spanish legislation in force
at the time. In the case of acquisitions of stakes in the controlled company from non-controlling

shareholders subsequent to the initial one, the controlling company recognizes this excess as a lower
amount of reserves.

. Negative consolidation difference

Where the value of the identifiable assets acquired less the value of assumed liabilities is higher than
the acquisition cost, this difference is recorded as revenue in the consolidated income statement.

Goodwill impairment

After its initial recognition and allocation to a cash-generating unit, its possible loss in value is assessed at
least once a year. When the recoverable amount of a cash generating unit is below the net book value, the
loss in value is recognized immediately in the consolidated income statement.

OTHER INTANGIBLE ASSETS

Other intangible assets from an independent acquisition

The intangible assets acquired by third parties in a market transaction are valuated at cost. If their useful life
is finite, they are amortized and, if their useful life is indefinite, the value impairment tests are undertaken at
least once a year.

Internally-generated intangible assets

Investigation expenses are directly recognized on the consolidated income statement for the year in which
they are incurred. Development expenses are recorded as an asset when their probability, feasibility and
future recoverability can be reasonably ensured. They are valued by the disbursements made.

The capitalized development expenses are amortized during the period in which revenues or yields are to be
obtained without prejudice to the valuation that would be made if impairment occurs.
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Amortization of limited useful life intangible assets

e Portfolio acquisition costs

These costs are amortized over the life of the portfolios, in a maximum period of 30 years, and
depending on their maintenance.

e Other intangible assets

These are amortizated based on their limited useful life following a linear method. The amortization
has been recorded in the “Amortization allowances” expense account.

5.2. BUSINESS COMBINATIONS

The controlling company identifies a business combination when the assets acquired and the liabilities
assumed in a transaction constitute a business. The combinations are recorded by applying the acquisition
method.

On the acquisition date, which is when control of the acquired business or company is obtained, the acquirer
separately recognizes the goodwill, the identifiable assets acquired, the liabilities assumed, and any non-
controlling interest in the acquiree.

Goodwill represents the excess of cost, including deferred payments, whether certain or contingent, on the
net amount on the date of acquisition of the identifiable assets acquired and the liabilities assumed. In line
with the provisions under EU-IFRS 3, the Group has chosen not to increase goodwill in part corresponding to
external partners.

Initially, the identifiable assets and liabilities assumed are recorded at fair value on the acquisition date. Any
acquisition-related costs incurred by the acquirer are recognized as an expense in the period in which they
are incurred, except in the case of any costs incurred in issuing debt or shares.

Subsequently, the acquiring company measures the assets acquired, liabilities assumed and equity
instruments issued in the business combination in line with the valuation rules applied to those items,
according to their nature.

In business combinations carried out in stages, on the date on which control of the acquisition is obtained,
the controlling company once again measures its previously held acquisitions in the acquiree's equity at their
acquisition-date fair value and recognizes any resulting gain or loss in the consolidated income statement.
Likewise, any revaluation adjustments pending allocation to the result for the period are transferred to the
consolidated income statement.

When the necessary valuation process to apply the acquisition method may not be concluded on the closing
date of the fiscal year, annual accounts are prepared with provisional data. These values are adjusted within
the necessary period to complete the initial accounting, this period never exceeding one year from the date
of acquisition.
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When the business combinations have been recognized in the accounts, any modifications to contingent
payments are recorded for combinations undertaken on or after January 1, 2010, in the consolidated income
statement; combinations undertaken earlier are recorded as a change in the business combination cost.

5.3. PROPERTY, PLANT AND EQUIPMENT AND REAL ESTATE INVESTMENTS

Property, plant and equipment and real estate investment are valued at their net acquisition cost minus their
accumulated amortization and, if applicable, accumulated losses due to impairment.

Investments classified as real estate investments are those non-current real estate assets intended to obtain
rental income, gains or both.

Costs incurred after their acquisition are recognized as an asset only when the future financial profits related
to them are likely to revert to the Group and the cost of the item may be accurately determined. All other
expenses associated with maintenance and repair are charged to the consolidated income statement during
the year in which they are incurred.

The depreciation of these elements is calculated linearly based on the cost of acquisition of the asset, less its
residual value and the value of the land according the following periods of useful life:

ITEM GROUP YEARS ANNUAL RATIO
Buildings and other structures 50-25 2%-4%
Vehicles 6.25 16%
Furniture 10 10%
Fittings 20-10 5%-10%
Data processing equipment 4 25%

The residual value and the useful life of assets are reviewed and adjusted if necessary at the close of each
year.

These assets are written off in the accounts when they are transferred or future economic profit derived
from their continuous use is not expected to be obtained. The gains or losses resulting from writing the
aforementioned elements off are included on the consolidated income statement.

5.4. LEASING
Finance lease

Leases transferring to the lessee all the risks and profits inherent to the ownership of the leased asset are
classified as finance leases. The lessee records the leased asset in its assets at fair value or at the current
value of the minimum payments under the lease if this figure is lower, and this depreciates during the useful
life of the leased asset.
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Each lease payment is distributed between the liabilities and financial charges in order to arrive at a constant
interest rate on the outstanding balance of the debt.

The financial costs are recorded in the consolidated income statement.

Operational Leasing

Leases in which the lessor maintains an important part of the risks and advantages derived from ownership
are classified as operational leasing. Payments, net of any incentive received from the lessor, are charged to
the consolidated income statement on a linear basis during the leasing period.

5.5. FINANCIAL INVESTMENTS

Recognition

Financial assets traded on secondary securities markets are generally recognized on the settlement date.
Classification

Financial investments are classified in the following portfolios:

. Held-to-maturity portfolio

This includes the securities for which there is the intention and proven financial capacity to hold them
until their maturity.

. Available-for-sale portfolio

This includes debt securities not labeled in other portfolios and the capital instruments of companies
that are not controlled, associated or joint arrangements and that are not included in the "Trading
portfolio".

. Trading portfolio

This includes financial assets originating or acquired with the objective of selling them in the short
term, that are part of a portfolio of financial instruments identified and managed together for which
there is proof of recent actions to obtain gains in the short term.

Derivative instruments not assigned to a hedging operation and hybrid financial assets completely
valued at their fair value are also part of this portfolio.

In hybrid financial assets that include, at the same time, a main contract and a financial derivative,
both components are separated and treated independently for the purpose of classifying and valuing
them. When this separation is not possible, they are valued at their fair value.

Valuation
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In their initial recognition on the balance sheet, all financial investments are recognized at the fair value of
the provided remuneration plus, in the case of financial investments not classified in the "trading portfolio”,
the transaction costs that are directly attributable to their acquisition. Fair value is the price that would be
received for the sale of a financial asset through a transaction ordered between market participants on the
date of valuation.

Subsequently, financial investments are measured at their fair value without deducting any transaction cost
that may be incurred due to their sale or any form of disposition, with the following exceptions:

a) financial investments included in the “held-to-maturity portfolio”, which are measured at their
amortized cost using the effective interest rate method.

b) Financial assets that are capital instruments whose fair value cannot be reliably estimated, as well as
derivatives with an asset supporting these instruments and that are settled by providing them and
that are measured at cost.

The fair value of financial investments, included in the available-for-sale portfolio and the trading portfolio
are classified according to the levels of the variables used in their valuation:

- Level 1. Quoted price: Unadjusted price quoted in active markets

- Level 2. Observable data: Prices quoted in active markets for instruments similar to the one being
valued or other valuation techniques in which all the significant variables are based on observable
market data. The valuation is made via a model that discounts future financial flows, including the
reimbursement value, using a rate curve with two main components:

e Zero coupon swap curve of the currency of the issuance, which is considered to be the best
approximation to the risk-free interest rate.

e Spread of the additional risk, which will be the spread added to or subtracted from the zero
coupon swap curve that reflects the risks inherent to the issuance valued, such as credit,
liquidity or optionality risk.

- Level 3. Other valuations: Variables specific to each case. For these purposes, it is possible
to distinguish between:

e Equity assets, where in general the sale value is estimated according to the individual
characteristics of the asset.

e Fixed-income assets with complex future flow structures (interest rates linked to financial
variables, with caps and/or floors) and one or more early redemptions, and in which the
issuer has no similar issuances on the market or any unquoted issuances from an issuer with
no similar issuances. In these cases, the assets are usually valued by requesting a valuation
from a benchmark third party.

Changes in the observable variables used in the aforementioned individual valuation would not significantly
alter the fair value obtained.
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Impairment

The book value of financial investments is corrected via a charge to the consolidated income statement when
there is objective evidence that an event which entails a negative impact on its future cash flows has
occurred or in any other circumstance that would indicate the inability to recover the investment cost of the
financial instrument. The amount of losses due to impairment is equal to the difference between its book
value and the current value of its future estimated cash flows.

For fixed-income securities in which there is a defaulted interest and/or principal, the potential loss is
estimated according to the situation of the issuer. For all other fixed-income securities, an analysis is
undertaken based on their credit quality and the degree of solvency of the issues, proceeding to record the
impairment if the risk of non-payment is considered to be likely.

For equity instruments, an individual analysis of the investments is undertaken to determine whether or not
they are impaired. Furthermore, it is considered that there is a sign of impairment when the market value
decreases for a long time (18 months) or significantly (40 percent) in terms of its cost.

The amount of estimated losses due to impairment is recognized on the consolidated income statement, also
including any reduction of the fair value of the investments previously recognized in "Revaluation
adjustments”. The reversal is recognized in the consolidated income statement, except for in the case of
equity instruments. In this case, the valuation adjustment recorded in prior years is not recognized in the
income statement, but rather any increase in value is taken directly to equity.

For financial swaps of flow exchanges, the amounts accrued for main operations are recognized, posting the
resulting amount of the flows under the headings "Other financial liabilities" or "Corporate and other
receivables” as applicable.

5.6. INVESTMENTS ON BEHALF OF LIFE INSURANCE POLICYHOLDERS BEARING THE INVESTMENT RISK

These are made in fixed-income securities, equities and mutual funds which are measured at the acquisition
cost when they are underwritten or purchased. The acquisition cost is adjusted as greater or lower value of
the investment, as applicable, according to its fair value at the close of the period, determined as follows:

e  Equities: at their quoted cost (Level 1).

e Fixed-income securities: at the quoted price if this is representative (Level 1); if this is not the case, by
restating the future flows, including the redemption value (Level 2).

¢  Mutual funds holdings: at their net asset value (Level 1).

Revaluations and depreciations of these assets are recorded as revenues or expenses in the consolidated
income statement corresponding to the segment of the insurance unit.

5.7. IMPAIRMENT OF OTHER ASSETS

At the close of each financial year the Group assesses whether there are any signs that the asset items may
have suffered a loss in value. If there are such signs, the recoverable value of the asset is estimated.
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For assets that are not in a fit state of repair and intangible assets with an indefinite useful life, the
recoverable value is estimated whether or not there are signs of impairment.

If the book value exceeds the recoverable amount, a loss is recognized for this excess, reducing the book
value of the asset to its recoverable amount.

If there is an increase of the recoverable value of an asset other than the goodwill, the loss due to the
previously recognized impairment is reversed, increasing the book value of the asset to its recoverable value.
This increase never exceeds the net amortization book value that would have been recorded if an
impairment loss had not been recognized in previous years. The reversal is recognized in the consolidated
income statement, unless the asset has already been revalued against "Revaluation adjustments”, in which
case the reversal is treated as a revaluation increase. After this reversal, the amortization cost is adjusted in
the following periods.

5.8. INVENTORIES

Inventories, which include mainly parcels of land, are recognized at the lower of their net acquisition cost
and their net realizable value.

5.9. RECEIVABLES

These assets are generally valued using the amortized cost, calculated according to the effective interest rate
method, deducting, if applicable, the provisions for losses due to noted impairment of the value.

For receivables with a maturity exceeding one year and where the parties have not expressly agreed on the
applicable interest, the receivables are discounted by taking, as the implicit financial interest, the current
market interest rate for public debt securities with the same or similar maturity as the receivables, without
prejudice to taking into account the relevant risk premium.

When there is objective evidence that a loss was incurred due to impairment, the corresponding provision is
constituted for the amount estimated not to be recoverable. This amount is equivalent to the difference
between the book value of the asset and the current value of the future cash flows, discounted at the
original effective interest rate of the financial asset, and the loss is recognized on the year's consolidated
income statement.

The impairment loss corresponding to premiums pending collection is calculated separately for each line or
risk, is presented in the consolidated income statement as a lower amount of written premiums, and consists
of the part of the insurance premium accrued in the period which, based on past experience, is unlikely to be
collected, taking into account the impact of reinsurance.

The impairment is recognized in the consolidated income statement as an overall amount according to the
age of the receipts pending collection, or on an individual basis where dictated by the circumstances and
status of receipts.

Receivables for claim recoveries are only capitalized when their realization is considered as certain.

5.10. CASH
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Cash consists of cash (cash in hand and bank deposits) and cash equivalents, which correspond to highly
liquid short-term investments (maximum three months) that can be easily converted into fixed amounts of
cash and have an insignificant risk of change in value.

5.11. ACCRUAL ADJUSTMENTS

Under this heading of the asset, what is basically included are commissions and other acquisition expenses
corresponding to the accrued premiums that can be allocated to the period between the close date and the
end of coverage of the contracts. The expenses are allocated to the results actually incurred in the period in
accordance with the limit stipulated in the technical conditions.

At the same time, under this liability heading, commissions and other acquisition expenses for the ceded
reinsurance that have to be allocated to the year or following years in accordance with the coverage period
of the ceded policies are included.

5.12. NON-CURRENT ASSETS HELD FOR SALE AND ASSOCIATED LIABILITIES

These are generally valued, if applicable, at the lower amount between their book value and fair value,
deducting sale costs. These costs are understood as marginal costs directly attributable to the disposal,
excluding, if applicable, financial costs and tax on profit expenses.

Non-current assets classified as held-for-sale are not amortized and losses due to the impairment of their
book value are recognized in the consolidated income statement. Likewise, if a recovery of the value occurs
this is recognized in the consolidated income statement up to an amount equal to the impairment loss
previously recognized.

5.13. TREASURY STOCK

Treasury stock is measured at cost of acquisition and recognized in equity. Expenses incurred on acquisition
are recognized in equity as a decrease in the value of reserves.

All transactions performed with treasury stock are recognized in equity as a change in the value of
shareholders' equity.

5.14. FINANCIAL LIABILITIES AND SUBORDINATED LIABILITIES

Financial liabilities classified as held-for-trading.

in their initial recognition, these are recorded at the gross amount received, allocating transaction costs
directly to results. Subsequently, they are recorded at fair value, allocating changes to the income statement.

Other financial liabilities.

In their initial recognition on the balance sheet, these are recorded at fair value, which is the net amount
received, deducting transaction costs which are directly attributed to the issuance of the financial liability,
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like commissions, formalization costs, taxes, fees, etc.... Subsequently, these liabilities are measured at their
amortized cost, applying the effective interest rate for financial liabilities.

5.15. INSURANCE OPERATIONS
A) PREMIUMS

Direct insurance

Premiums from the Non-Life business and Life annual renewable contracts are recognized as revenues
throughout the validity of the contracts, in accordance with the period of time elapsed, and accrued by
means of the allowance to the provision for unearned premiums.

Premiums from the long-term Life business, whether single premiums or regular premiums, are recognized
when the right to collection by the contract issuer arises.

Ceded reinsurance

These are recorded in accordance with written reinsurance contracts and under the same criteria as those
used for direct insurance.

Accepted and retroceded reinsurance

These are posted based on the accounts received from the ceding companies and additionally, in retroceded
reinsurance operations, signed retrocession contracts are considered.

Co-insurance

These are recorded in line with the accounts received from the opening company and the participation in
contracts underwritten.

B) TECHNICAL PROVISIONS

The main assumptions and methods used to establish the provisions are described below.

a) Direct insurance of companies belonging to the European Economic Area

Provision for unearned premiums

This is calculated on a policy-by-policy basis and reflects the insurance premium accrued during the
period subject to allocation to future periods, less the security surcharge.

Provision for unexpired risks
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This is calculated on an individual business line basis and supplements the provision for unearned
premiums for the amount not showing the valuation of risks and expenses to be covered,
corresponding to the coverage period not elapsed at the closing date.

For the Automobile line, this provision has been calculated taking into account all the guarantees
covered with the products marketed by the different companies.

Provisions for Life insurance

e In Life insurance policies with a coverage period equal to or less than one year, the provision
for unearned premiums is calculated on a policy-by-policy basis and reflects the insurance
premium accrued in the period subject to allocation to future periods.

When this provision is not sufficient, the provision for unexpired risks is calculated to cover the
valuation of risks and expenses to be covered, corresponding to the coverage period not
elapsed at the closing date for the financial year.

e In Life insurance policies with a coverage period exceeding one year, the mathematical
provision has been calculated on a policy-by-policy basis as the difference between the current
actuarial value of the future obligations of the controlled companies operating in this line, and
those of the policyholder or insured person. The calculation basis is the inventory premium
accrued in the period, represented by the pure premium plus the surcharge for administration
expenses, both determined using the best estimates for mortality, illness, investment yields
and administration expenses when the contracts are issued, as specified in the technical
conditions of the relevant products and schemes and remaining unchanged throughout the life
of the contract unless their inadequacy becomes evident, in which case the calculation of the
mathematical provision would be changed.

Written policies that contain a profit sharing clause in force at the close of each period share,
pro rata to their mathematical provisions or technical results and as specifically laid down in
each contract, in the net yields obtained from the investments allocated to covering these
provisions. The amount resulting from this profit sharing is recorded as a greater amount than
the technical provisions.

° This consolidated balance sheet heading also includes the provision for profit sharing and for
premium returns, which includes the amount of profits accrued in favor of policyholders,
insured persons or beneficiaries and the premiums that must be reimbursed to policyholders
or insured persons.

Provision for outstanding claims

This represents the estimated appraisals of the pending liabilities arising from the claims occurring
prior to the close of the period, less any advance payments already made. It includes the appraisals
of claims pending settlement or payment and yet to be stated, as well as the internal and external
expenses involved in the settlement of claims; in the Life insurance business, it also includes
maturities and redemptions pending payment. The calculations take into account any additional
provisions for deviations in the appraisals of claims subject to long handling periods.
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Other technical provisions

The most significant provision included under this heading is the "Funeral Insurance Provision”,
which is calculated on a policy-by-policy basis as the difference between the current actuarial value
of future obligations of the controlled companies operating in this line and those of the policyholder
or insured person.

For certain portfolios, the Funeral insurance provision is calculated using methods based on Group
capitalization, with a financial-actuarial restatement being made of projected flows of premiums and
expected claims up to the expiration of the collective insurance.

Technical provisions for life insurance where policyholders bear the investment risk

The provisions for Life insurance where the contract stipulates that the investment risk will be fully
borne by the policyholder have been calculated on a policy-by-policy basis and are measured
according to the assets specifically allocated to determine the value of the rights.

b) Direct insurance of companies outside the European Economic Area

Technical provisions are calculated in line with the local criteria in force in each country, except in
the cases when their application could distort the true and fair image that must be shown in the
financial statements, in which case they are adapted to the controlling company’s criteria.

Life insurance provisions have been calculated in line with the operational assumptions, mortality
tables and technical interest rate commonly used in the industry in the respective countries.

¢) Ceded reinsurance

Technical provisions for cessions to reinsurers are shown in the balance sheet assets and are
calculated according to the written reinsurance agreements and under the same criteria as those
used for direct insurance.

d) Accepted reinsurance

Provision for unearned premiums

Accepted reinsurance operations are posted based on the accounts received from the ceding
companies. If, when closing the accounting, the last account from the cedant is not available, the
balance of the other received accounts is considered a provision for unearned premiums of non-
closed accounts for the purpose of not recognizing earnings in the accounting of these accounts. If,
exceptionally, these provisions of non-closed accounts were negatively affected by the accounting of
significant payments for claims since it is a certain loss with the unlikelihood of compensation for
non-closed account transactions, the provision is adjusted by the corresponding amount.

For proportional reinsurance, when the last statement and report of pending claims are available,
the provisions of non-closed accounts are canceled, providing the provisions for unearned premiums
according to the information sent by the cedant, repaying contract by contract. If they are not
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available, the amount of the deposit of premiums withheld for this item will be posted as the
provision for unearned premiums. Ultimately, an overall premium prepayment method is used.

The acquisition expenses communicated by the ceding companies are accrued and included in the
consolidated balance sheet under the heading "Adjustment for prepayment” of the asset, with these
expenses corresponding to those actually incurred in the period. When the cedants do not
communicate the acquisition expense amounts, they are accrued risk by risk for the facultative
proportional reinsurance and overall for the rest of the proportional business.

Non-proportional reinsurance operations are recorded based on the accounts received from the
ceding companies and the provision for unearned premiums is accepted by provisioning the
recorded unearned premium according to the average period of policy coverage.

Provision for unexpired risks

This is calculated on an individual business line basis and supplements the provision for unearned
premiums for the amount not showing the valuation of risks and expenses to be covered
corresponding to the coverage period not elapsed at the closing date.

Provision for outstanding claims

Provisions for outstanding claims are provided for the amounts communicated by the cedant or, in
the lack thereof, for the withheld deposits, and include additional provisions for claims that were
incurred but not reported (IBNR) as well as for deviations of the existing ones based on own
experience.

For non-proportional reinsurance, considering the historic information available, the final cost is
estimated and provisioned based on experience and through the use of actuarial methods.

e) Retroceded reinsurance

Retroceded reinsurance operations and their corresponding technical provisions are recorded using
the same criteria as those used for accepted reinsurance and according to the signed retrocession
contracts.

f) Liability adequacy test

The recorded technical provisions are usually subject to a reasonability test for the purpose of
determining their adequacy on the basis of projections of all future cash flows of current contracts. If
the result of this test indicates the inadequacy of the provisions, they are adjusted and charged to
the results for the period.

g) Shadow accounting

In order to mitigate the accounting asymmetries arising from applying different valuation methods
for assets and liabilities, and to reflect the effect of sharing in the profits of the insured, EU-IFRS
allow “shadow accounting”, which means that losses or gains in the allocated assets are recognized
when measuring technical provisions, up to the limit of the amounts assumed by the policyholder.
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C) OTHER ASSETS AND LIABILITIES DERIVED FROM INSURANCE AND REINSURANCE CONTRACTS
a) Deposit components in insurance contracts

Some Life insurance contracts contain both an insurance component and a deposit component. The
two components are not measured separately because all the rights and obligations arising from the
deposit component are recognized.

b) Embedded derivatives in insurance contracts

Some Life insurance contracts contain embedded derivatives, essentially consisting of guaranteed
redemption values and maturity values. Embedded derivatives are not measured separately from the
main insurance contract because they fulfill the conditions to be classified as insurance contracts,
and their embedded value is therefore measured jointly with the main contract, pursuant to EU-IFRS
4.

¢) Insurance contracts acquired in business combinations or portfolio transfers

insurance contracts acquired in business combinations or portfolio transfers are recognized on the
balance sheet as follows:

C.1) The liabilities arising from the insurance contracts are recorded pursuant to EU-IFRS 4.
C.2) Anintangible asset is recorded, representing the difference between:

- The fair value of the rights acquired and all the other assumed contractual obligations,
and

- The amount described in Section C.1) above.

This intangible asset is amortized in accordance with the policies in force at the time of the
purchase and the future generation of profits from them.

D) AGRICULTURAL CO-INSURANCE IN SPAIN

Earned premiums, provisions for unearned premiums, claims paid, provisions for claims and commissions
are recorded according to the participation in the pool, according to the type of business, with the
following specifications:

D.1) Earned premiums: net of cancelations

D.2) Claims paid: net of the part subject to allocation to the Insurance Compensation Consortium due
to a higher than expected loss ratio
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D.3) Commissions: stated in the consolidated income statement under the heading “Acquisition
expenses”, less the accrued amount at the close of the period. Commissions arising from the
participation in the pool are recorded under the heading “Other technical revenue”, less the
commissions paid to mediators. The heading "Other technical expenses" includes the expenses
directly related to this production.

E} LOSS RATIO

The estimated cost of claims, related to the Life and Non-Life business, is recognized on the date of their
occurrence and includes all necessary expenses to be incurred up to the settlement of the claim.

The best estimate of the cost of claims that occur but are not reported prior to the end of each financial
period, based on past experience, are reported through the incurred but not reported claims provision
(IBNR).

Payments of claims are made against the previously recognized provision.

Claims corresponding to accepted reinsurance are recorded in line with the accounts received from the
ceding companies, estimating the final expected cost in the case of proportional reinsurance. In the case of
ceded and retroceded reinsurance, they are recorded according to the signed reinsurance contracts and
under the same criteria used for the direct insurance and accepted reinsurance, respectively.

F) MOST SIGNIFICANT ASSUMPTIONS AND OTHER SOURCES FOR ESTIMATING UNCERTAINTIES

For assets, liabilities, revenues and expenses derived from insurance contracts, as a general rule, the
assumptions used are those that were made when issuing these contracts, as specified in the technical
conditions.

In general, the estimates and assumptions used are reviewed regularly and are based on past experience and
other factors that might have been deemed more reasonable. If these reviews lead to changes in estimates
in a given period, their effect shall be applied during that period and, as the case may be, in subsequent
periods.

The main assumption is based on the behavior and development of the claims, using their frequency and
costs in recent years. Likewise, delays in paying claims and any other external factors that could affect the
estimates are taken into account in the estimates and assumptions about interest rates and foreign currency
exchange rates.

For liabilities, assumptions are based on the best possible estimate when issuing the contracts, and if an
insufficiency became evident, the provisions required to cover it would be constituted.

There were no significant changes made to the assumptions used to value the liabilities derived from
insurance contracts throughout the year.
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G) IMPAIRMENT

When there is objective evidence that a loss was incurred due to impairment of the assets derived from
insurance and reinsurance contracts, the general valuation criterion indicated in Note 5.9. Receivables is
applied.

5.16. PROVISIONS FOR RISKS AND EXPENSES

These are recognized when there is a current obligation (whether legal or implicit) as a result of a past event
and a reliable estimate of the obligation amount can be made.

if it is highly likely that part or all of a provision will be reimbursed, the reimbursement is recognized as a
separate asset.

5.17. DEBT
Valuations are generally carried out at the amortized cost using the effective interest rate method.

For debts with a maturity exceeding one year and when the parties have not expressly agreed on the
applicable interest, they are discounted by taking, as the implicit financial interest, the interest in force in the
market for public debt securities with the same or similar term as the maturity of the debts, without
prejudice to taking into account the relevant risk premium.

5.18. GENERAL CRITERION FOR REVENUES AND EXPENSES

The revenues and expenses apart from those related to insurance operations are allocated according to the
accrual criterion, based on the actual flow of goods and services represented by them, irrespectively of the
date of the monetary or financial flow arising from them.

5.19 REMUNERATION FOR EMPLOYEES

Remuneration for employees may be short-term, post-employment benefits, compensation for termination,
other medium and long-term remuneration, and share-based payments.

a) Short-term remunerations
These are posted according to the services provided by employees on an accrual basis.
b) Post-employment benefits

These essentially consist of defined contribution plans and defined benefit plans, as well as life insurance
covering death between age 65 and 77.
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Defined contribution plans

These are plans in which the company in question makes pre-determined contributions to a separate
company (whether linked to the Group or external) and has no legal or implicit obligation to make any
additional contributions in the event of an insufficiency of assets to honor the payment of benefits. The
amount of benefits to be received by employees is determined by the contributions made plus the yield
obtained by the investments in which the fund was materialized.

Defined benefit plans

These are post-employment benefit plans that differ from the defined contribution plans.

The liability recognized on the balance sheet for defined benefit pension plans is equal to the actual value of
the obligation for benefits defined on the balance sheet date less, where applicable, the fair value of the
assets set aside for the plan.

The obligation for defined benefits is determined separately for each plan using the actuarial valuation
method of the projected credit unit.

Actuarial gains and losses are recorded in equity accounts.

All the obligations for defined benefit plans that remain on the balance sheet correspond to retired
personnel.

¢) Compensation for termination

This is recognized as a liability and expense when there is a notable agreement to rescind the work
relationship before the normal date of employee retirement or when there is an offer to encourage
voluntary rescission of the contracts.

d) Other medium and long-term remunerations and share-based payments

Other long-term remunerations besides those described in the preceding paragraphs and referring
specifically to the award for years of service or time with the company are recorded in line with the
aforementioned principles; the only exceptions are the cost of past services, which is recognized immediately
and recorded as an offsetting entry under the heading "Provisions for risks and expenses", and actuarial gains
and losses which are recorded on the consolidated income statement.

Incentive plans

e In 2016 a medium-term incentive plan was approved for certain members of the MAPFRE executive
team. The plan is extraordinary, non-cumulative and multi-year, commencing January 1, 2017 and ending
March 31, 2019, with payment of part of the incentives deferred to the period 2020-2022. The payment
of incentives is dependent on fulfilling certain corporate and specific objectives, as well as remaining in
the Group's employment. The incentives will be paid partly in cash (50 percent) and partly in MAPFRE
S.A. shares (50 percent), and payment is subject to clauses of reduction (malus) or recovery (clawback).
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At the close of each year, the fulfillment of objectives will be evaluated and the amount accrued will be
recorded in the consolidated income statement under a liability account for the part of the remuneration
paid in cash and under an equity account for the part corresponding to equity instruments. The valuation
of the part of the incentive paid in MAPFRE S.A. shares takes into account the fair value of the equity
instruments assigned at the transfer date, based on the terms and conditions of the plan.

Each year, during the vesting period, the number of equity instruments included in the calculation of the
transaction amount is adjusted. No additional adjustments are made after the vesting date.

e Prior to this, there was a medium-term incentives plan for certain members of the Group’s executive
team. The plan was extraordinary, non-cumulative and multi-year, spanning from January 1, 2013 to
March 31, 2016, and was settled at the close of the 2016 financial year.

e In 2007, The Group approved an incentives plan referenced to the value of MAPFRE S.A. stock, that was
settled in cash and revocable, and that was valued at the initial moment of its implementation using an
option-valuation method. At the close of 2016 the share quote was below the benchmark quote for this
plan, with the result that no rights were exercised and the plan expired.

5.20. REVENUES AND EXPENSES FROM INVESTMENTS

These are classified either as operating or equity depending on their origin since they are assigned to cover
technical provisions or materialize shareholders’ equity, respectively.

Changes in fair value are recorded according to the portfolio in which financial investments are classified:
a) Trading portfolio

Recorded directly in the consolidated income statement distinguishing between the part attributable to
yields, which are recognized as interest or, if applicable, as dividends, and the part that is recorded as
realized and unrealized results.

b) Held-to-maturity portfolio
Recorded when the financial instrument is disposed of and in case of impairment.
c) Available-for-sale portfolio

Recognized directly in the company’s equity until it is written off or impairment is perceived, at which
time they are recorded in the consolidated income statement.

In all cases, the interest of financial instruments is recorded on the consolidated income statement by
applying the effective interest rate method.

5.21. RECLASSIFICATION OF EXPENSES BY DESTINATION AND ALLOCATION TO ACTIVITY SEGMENTS

The criteria to follow for reclassifying expenses by destination are mainly based on the position held by each
of the employees, distributing their direct and indirect cost according to this position.
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For expenses directly or indirectly related to personnel, individual studies are undertaken, allocating them to
the destination according to the position held for these expenses.

The established destinations are as follows:

° Claims-related expenses

. Expenses allocated to investments

. Other technical expenses

. Other non-technical expenses

° Acquisition expenses

° Administration expenses

L Operating expenses from other activities

Expenses have been allocated to the different segments, according to the business unit or regional area in
which the activity originated:

5.22. TRANSACTIONS AND BALANCES IN FOREIGN CURRENCY

With the exception of reinsurance activities, transactions in foreign currencies are translated into each Group
company's functional currency at the exchange rate in force on the transaction date.

Reinsurance operations in foreign currency are recorded at the exchange rate established at the beginning of
each quarter of the year. Subsequently, at the end of each quarter, they are all treated as one operation,
being converted at the exchange rate in force at the time and recording the resulting difference on the
consolidated income statement.

At year end, the existing balances in foreign currencies are translated at the exchange rate of the functional
currency prevailing on that date, and all exchange differences are recorded in the consolidated income
statement, the only exception being those which are directly allocated to “Foreign exchange conversion
differences”, i.e. those arising from the monetary items that form part of the net investment in a foreign
operation and from the non-monetary ones measured at fair value, where changes in value are directly
recognized in equity.

5.23. TAX ON PROFITS

Tax on profits is treated as an expense in the year and is recorded as such in the consolidated income
statement, including both the tax charge for the current tax and the effect corresponding to the movement
in deferred tax.

In order to determine this, the balance sheet method is followed, whereby the corresponding assets and
deferred tax liabilities necessary to correct the effect of temporary differences are recorded. These are
differences that may exist between the book amount of an asset or liability and its valuation for tax
purposes.
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Temporary differences may be "Taxable temporary differences”, which result in higher tax payments in the
future and which generally entail the recognition of a deferred tax liability; or "Deductible temporary
differences”, which result in lower tax payments in the future and, to the extent in which it is returnable, the
registration of a deferred tax asset.

Meanwhile, tax on profits related to items where modifications in their value are directly recognized in
equity is not allocated to the consolidated income statement but to equity, and the changes in value are
recorded net of the tax effect.

a) Recognition of deferred tax liabilities

The Group recognizes deferred tax liabilities in all cases except those in which:

They arise from the initial recognition of goodwill or of an asset or liability in a transaction
that is not a business combination and that is not affected by the accounting result or the
taxable income on the date of the transaction.

They correspond to differences relating to investments in controlled, associated or joint
arrangement companies over which the Group controls the moment of reversal and it is not
probable that a reversal occurs in the foreseeable future.

b) Recognition of deferred tax assets

The Group recognizes deferred tax assets as long as:

it is probable that there are sufficient future taxable profits to offset them. However, those
assets that arise from the initial recognition of assets or liabilities in a transaction that is not
a business combination and that is not affected by the accounting result or the taxable
income on the date of the transaction are not recognized.

They correspond to temporary differences relating to investments in controlled, associated
or joint arrangement companies to the extent that the temporary differences revert in the
foreseeable future and positive future taxable profits are expected to be generated to offset
the differences.

¢) Compensation and classification

d)

The Group only offsets assets and liabilities from tax on profits if the tax authorities have a legal right
and it intends to liquidate debts coming from its net value or realize assets and liquidate debts
simultaneously.

Deferred tax asset and liability valuation

The deferred tax assets and liabilities are valued by the tax rates applicable in the period in which
assets are expected to be realized or liabilities paid.
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The Group reviews the book value of the deferred tax assets and liabilities at the close of the period,
and evaluates if conditions are fulfilled for recognizing deferred tax assets that had not previously
been recognized.

6. BREAKDOWN OF FINANCIAL STATEMENTS
6.1. INTANGIBLE ASSETS

The following tables show the movements under this heading in the last two years:

2017
Adjust ts t Disposals,
. dius men‘ o Changes to the Additions or oS . .
item Opening balance | the opening : ovisions cancellations or | Closing balance
balance ; Ld reductions
COST

GOODWILL 2,075.24 (156.73) 106.40 - - 2,024.91

OTHER INTANGIBLE FIXED ASSETS
Portfolio acquisition expenses 1,746.46 (163.30) -- 1.63 (57.57) 1,527.22
Software 1,050.91 (81.92) - 140.04 (33.70) 1,075.33
Other 171.16 (6.92) - 31.30 (28.12) 167.42
TOTAL COST 5,043.77 (408.87) 106.40 172.97 (119.39) 4,794.88

CUMULATIVE DEPRECIATION

OTHER INTANGIBLE FIXED ASSETS
portfolio acquisition expenses {505.99) 47.40 -- (72.53) 24.74 (506.38)
Software (562.41) 35.56 - (99.70) 11.73 (614.82)
Other (47.27) 4.09 . (9.16) 142 (50.92)
TOTAL CUMULATIVE DEPRECIATION {1,115.67) 87.05 - {181.39) 37.89 (1,172.12)

IMPAIRMENT
GOODWILL (85.19) 5.01 == {61.77} == (141.95)
OTHER INTANGIBLE ASSETS

Portfolio acquisition expenses (43.27) 4,14 - (51.45) 32.83 (57.75)
Software (0.67) 0.56 -- - - (0.11)
Other {0.05) - - = == {0.05}
TOTAL IMPAIRMENT (129.18) 9.71 - (113.22) 32.83 (199.86)
TOTAL GOODWILL 1,990.05 (151.72) 106.40 (61.77) - 1,882.96
TOTAL OTHER INTANGIBLE ASSETS 1,808.87 (160.39) - (59.87) (48.67) 1,539.94
TOTAL INTANGIBLE ASSETS 3,798.92 (312.11) 106.40 (121.64) (48.67) 3,422.90

Figures in millions of euros

The amounts shown as changes to the scope in 2017 come from the take-over of the Indonesian insurance
company PT Asuransi Bina Dana Arta Tbk (hereinafter, ABDA), Note 6.25.
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2016
j Oi s,
" Adjustmen.ts . Changes to the Additions or |spos.a . "
Item Opening balance | the opening cc isions cancellations or | Closing balance
balance i prov reductions
€OST

GOODWILL 2,144.53 46.44 (83.50) 5.34 (37.57) 2,075.24

OTHER INTANGIBLE FIXED ASSETS
Portfolio acquisition expenses 1,526.86 208.36 (58.42}) 69.66 - 1,746.46
Software 508.38 55.71 (0.30) 143.88 (56.76} 1,050.91
Other 153.40 6.37 (0.52} 23.88 (11.97) 171.16
TOTAL COST 4,733.17 316.88 (142.74) 242.76 {106.30) 5,043.77

MULATIVE DEPRECIATION

OTHER INTANGIBLE FIXED ASSETS
Portfolio acquisition expenses {416.99) (31.99) 16.46 (73.47) -- (505.99)
Software (475.96) (24.52) 211 (97.67) 33.63 (562.41)
Other (33.75) (11.37) 0.25 (2.67) 0.27 (47.27)
TOTAL CUMULATIVE DEPRECIATION (926.70) (67.88) 18.82 (173.81) 33.90 (1,115.67)

IMPAIRMENT

GOODWILL (76.53) 0.06 - (33.03) 24.31 (85.19)
OTHER INTANGIBLE ASSETS - - - - - -
Portfolio acquisition expenses (32.32) (0.76) - (10.19) - (43.27)
Software -- (0.67) - -- - (0.67}
Other (0.06) 0.01 - - - {0.05)
TOTAL IMPAIRMENT {108.91) (1.36) - (43.22) 2431 (129.18)
TOTAL GOODWILL 2,068.00 46.50 (83.50) (27.69) (13.26) 1,990.05
TOTAL OTHER INTANGIBLE ASSETS 1,629.56 201.14 (40.42) 53.42 (34.83) 1,808.87
TOTAL INTANGIBLE ASSETS 3,697.56 247.64 (123.92) 25.73 (48.09) 3,798.92

Figures in millions of euros

The amounts shown as changes to the scope in 2016 mainly stem from the reclassification under the heading
"Non-current assets maintained for sale" of the assets of the controlled companies Duero Vida and Duero
Pensiones as a result of the announcement from Banco CEISS to exercise its voluntary purchase option over
all of the shares owned by the Group in the aforementioned companies.

The entries in 2016 mainly stem from the acquisition of the Barclays Life and Pensions business in Portugal.

Intangible assets with an indefinite useful life

The useful life of the following intangible assets is considered indefinite since these assets are expected to
contribute to future revenues for the Group indefinitely:
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Book value
item
31/12/2017 31/12/2016
Goodwill on consolidation 1,850.45 1,955.93
Goodwill on merger 3251 34.12

Figures in millions of euros

The following tables provide detailed information on the cash-generating units to which the different
goodwill items and portfolio acquisition expenses are allocated, as well as their book value and, if applicable,
the impairment amount and amortization over the last two periods.

e Goodwill

Goodwill budget 6.1
Gross amownt at sowrce Joicial Ejercicio 2016 Initial Ejescicio 2017 Initiat
L
Cash-genefating LRIt Business and Geographic Area I
Millions in ! Entriesiurite-| N Entriestwrite.| N

original Currency | 3L12.2015 otfs) impaitment | 3112.2016 offs) impaiiment | 31122017

currency for the pentod For the period
Goodwil on consoldaton
MAPFRE YIDA Life insurance (Spain) 25840 R 2257 - - 21257 - 21257
MAPFRE GLOBAL FISKS Ingurance for Companies 4075 EUR 4017 - - 4007 - - w0
GRUPO CORPORATIVO.L ML. Non-Life insunance [Mewca] 40733 MN 2157 (289) - ®68 39 - 2
BRKELL FINANCIAL SERVICES Travel assistance (USA) 1858 uso 1704 059 - 1763 @m - 1546
MAPFRE WARRANTY Emended Wartanty 140 EUR 108 o8 108
MAPFRE BB 5H2 Non-Life Insurance (Brazi) %029 BAL §124 2038 - 0222 (H12) - 8810
BB MAPFRE SH1 Life Insurance (Brazi) 22001 BAL 5102 (1] - 6420 (am (6043) -
ABRAXAS Travel assistance (United Kingdom) ns GBP %35 2%) - B9 (051 - 1268
GENEL SIGORTA Insuranoe (Turkey) 6683 TRY 493 1) - 4223 (7.78) - 3445
BANKINTER YIDA Life insurance (Spain) %045 EUR %045 - - 16045 - - #6045
CCMVIDA Y PENSIONES Life and Pensions msurance (Spain) 9051 EUR 8134 - - 8134 - - EE)
MAPFRE USA Non-Life Inswranoe (USA) 88240 usD $1052 2788 - 83840 (03.17) - 73528
DUERD YIDA Life insurance (Spain) 02 EUR e (r012) - - - - -
DUERQ PENSIONES Pensions fund manager (Spain) 1338 EUR 1338 (13.38) - - = -
ASEGURADORA MUNDIAL Insurance (Central Amenoa) 898 PAB 827 028 E 855 (106) - 750
WSURANCE AND GO Inswrance (Unked Kingdom) 3072 B 4220 (5.39) - %81 (144) - %37
CENTURY AUTOMOTIVE Inswance and remiurance (USA) 3035 usD 2z ors - 2363 (29% - 20.72
BANKINTER SEGUROS GENERALES Non-Life Insuranoe (Spain) 1272 ER 246 - = 246 - - 1246
BANKIA MAPFRE WA SOCEDAD DE SEGUROS ;
¥ AEASEGUROS SA Life insurance (Spa) 963 EUR 869 - - 869 - - 863
FUNESPARA Funeral servives (Span) 1788 EUR 1788 - - 1788 = 17.88
DIRECT LINE GERMANY Non-Life insurance (Germang) 2547 EUR 547 - 12547 - 12547
DIRECT LINE ITALY Non-Life Insuranoe (kaly) 0130 R 0130 - 33.03) 6827 . - 68.27
ABDA Seguros indonesia) 391102 00 oR - - - - 9694 - %94
Other - 464 037 - 420 (368) - E k)
TOTAL GOODVRL ON CONSOLIDATION 2.026.96 (37.80) (33.03) 1.955.93 (46.05) (69.43) 1.§50.45
Gooddl on merger
BANKINTER VIDA (branoh in Portugal) Life and Pensions nsurance (Postugal) 534 EUR - 534 - 534 - - 534
GRUPO FLRESPARA Funeral services (Spamn) 4109 EUR 2466 254 - 2212 (o - 201
Orher - 17.38 072 - 688 (0.6} (134) 5%
TOTAL GDODVNLL ON MERGER 42.04 (7.92) - 34.12 (0.21) 1.34) 32.51
TOTAL GOODVRL 2.063.00 (44.92) (33.03) 1.550.85 (45.32) ($1.77) 1832.96
Gooowlln s ek
SALYADOR CAETANO AUTO[SGPSL S A Servicios (Portugal) 3 EUR - - - - LK Lk
ABDA Seguros Indonesis) 39110200 R 2606 145 - 2781 (2750 - -
SOLUNION SEGURDS DE CREDITO, SA. Insuranoe (Span) 1287 R 287 - - 1287 1287
Ouos - 853 385) - 458 005 - 463
TOTAL GOODVILL IN ASSOCIATED AND MULTI-GROUP R TV-
o Tm'\;') El MULTI-GROUP UNDERTAKINGS (EQUITY e @59 N e .5) B P

Figeres in millions of tares
(*) Goodwil! related to acquisitions of associated and multi-group undertakings is included as a greater value of investments recorded by the equity method.
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Gross amouat at soulee Imitial Ejercisio 2016 Intiad Ejercieio 2017 Initial
Cash-generating wait Busiaess and Geog aphic Area Mislions in ] Eun.sn-ue-l De::e‘cmio- IS - De::"c:*‘m ——
:'?:::, Cutrency | 3112.2015 g mpaiment .42, gy < 12
+ l €01 the period fot the petiod
BANKINTER VIDA it :: u';'““"’"s insuranoe (Span and | a0 | EA 8754 5966 (984) H808 foon 13805
BANKIA MAPFRE VIOA SOCIEDAD DE SEGUROS
¥ REASEGUROS S.A (in 205 ASEVAL - LAETANA | Lifeinsuance (Spain) 3959 | EWR 7739 N (i)} 022 2% 6300
vOA)
ccmlvm ¥ PENSIONES Life and Pensions insurance (Spa) 8265 | EWR 5222 N (30} 4782 » (*42) 4350
MAPFRE USA Non-Lée Insuance (USA) 02 | UsD 09% 0z (194 230 ©70 1850) .
DUERO YIDA Like insuranoe (Spain) “ig | ER 3250 (3178) 075)
DUERO PENSIONES Pensions fund managet (Spain) ww | R 047 (021 (025)
CATALUNYACAA VIDA Life insuranoe (Spain) 2201 | EWR N - . N N N -
BEMAPFRE SHI Libe Insuranoe (Brazd] smsze | A | 654 %551 wen 78540 (105 38) 9657 54345
MAPFRE BB SH2 Non-Lée Insuranoe (Brazi 262 | BRL l an 082 (365) 5098 @on (4738 -
GENEL SIGORTA Insurance [Turkey) | 95.40 TRY 7 (150} (192) 829 41 (129 559
MAPFRE FIISTERRE N Life Insurance (Span) arss | R | 4550 (264} 28 (259) 4027
DFECT LINE GERMANY Non-Lée insurance (Gesmany] 2152 | EWR 231 B w2 | 2205 3 [0
DRECTLNE ITALY Non-Lie Insuance (ko) 1 weo | evm | 297 - o - - - -
Other "4 040 (3.13) ©y | 037 (209) 1039
- | | -

TOTAL PORTFOLIO ACQUISITION EXPENSES 187756 203.31 (s365) | 11720 meaz) | (12398 | 36309

Figeres is milicas of ewros

The book value, net of any impairment, of each of the goodwill and portfolio acquisition expense items
and of the net assets associated with each cash-generating unit, is equal to or lower than
the amount recoverable from the cash-generating unit to which they are allocate
shows the recoverable value of the main cash-generating units at the close of the last two periods:

described above,

d. The following table

Contrast value Retrievable value
Cash-generating unit
2017 2016 2017 2016
MAPFRE VIDA 2,049.00 2,020.87 4,648.54 4,018.72
BB MAPFRE SH1 967.29 1,212.27 4,351.62 4,653.42
MAPFRE BB SH2 805.87 1,092.56 805.87 1,332.40
BANKINTER VIDA (Spain) 273.20 214.57 574.80 390.74
CCM VIDA Y PENSIONES 145.50 145.32 210.67 170.22
MAPFRE USA 1,800.57 2,022.30 2,510.20 2,907.97
MAPFRE GENEL SIGORTA 224.60 237.63 371.30 560.96
DIRECT LINE ITALY 277.91 201.81 319.79 201.81
DIRECT LINE GERMANY 293.66 291.74 495.46 456.65

Figures in millions of euros

The calculation of the recoverable value of the cash-generating units takes into account the degree of
economic development of the country in which the units operate as well as the degree of development of

the insurance industry, measured by its weight in the country gross domestic product, and other variables
such as market share, projected performance of the commercial network, MAPFRE's past experience in the
markets where the cash-generating units are present, etc.

The discount rate (ke) and perpetuity growth rate (g), as defined below, are also taken into account:

1) Discount rate (ke) = Risk-free rate of the country + (B * Risk premium of the equity market)
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2) Perpetuity growth rate (g): calculated according the long-term inflation projection issued by the
International Monetary Fund (IMF)

The country risk rate usually corresponds to the actual yield of the 10-year Treasury bonds in local currency
issued in the country in which the cash-generating unit operates, increased by the risk premium of the equity
market estimated for the insurance industry. The market risk premium for the insurance industry is
calculated by modulating the generic premium for the equity market by the Beta ratio for listed insurance
companies compared with the region in which the cash-generating unit operates.

The risk-free rate applied varied between 0.42 percent and 11.43 percent in 2017, and between 0.64 percent
and 11.46 percent in 2016.

As a supplement for estimating the discount (ke) and perpetuity growth (g) rates applied to the different
cash-generating units analyzed, the external projections of international organizations and other benchmark
entities in the field of company ratings are used.

The following discount rates applied to the discounted cash flows were used to calculate the recoverable
value of the main cash-generating units:

Discount rate
Cash-generating unit
2017 2016
MAPFRE USA 7.02% 6.50%
\l\(As:;FS{:EO\QESA BANKINTER VIDA (Spain) and CCM VIDA 6.15% 777%
MAPFRE GLOBAL RISKS 5.24% 5.61%
BB MAPFRE SH1 14.15% 15.71%
MAPFRE BB SH2 14.24% 15.03%
GENEL SIGORTA 14.09% 13.90%
DIRECT LINE ITALY 5.88% 6.20%
DIRECT LINE GERMANY 4.13% 4.29%

The estimated perpetuity growth rates (g) applicable to the different cash-generating units are based on the
long-term inflation projections included in the World Economic Outlook Database published by the
International Monetary Fund, which are as follows for the markets in which the main cash-generating units
operate:
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Long-term inflation forecast
Country

2017 2016
Spain 1.90% 1.59%
United States 2.24% 2.31%
Turkey 7.51% 6.30%
Brazil 4.03% 4.51%
Italy 1.40% 1.20%
Germany 2.48% 1.98%

Bearing in mind the aforementioned variables, the perpetuity growth rates set for the markets in which the
main cash-generating units operate are as follows:

Perpetuity growth rate (g)
Country

2017 2016
Spain 1.90% 1.59%
United States 2.24% 2.31%
Turkey 8.01% 6.80%
Brazil 4.53% 5.01%
Italy 1.40% 1.20%
Germany 2.48% 1.98%

Meanwhile, at least once a year each Group company analyzes the assumptions used to estimate future cash
flows and restates them pursuant to actual results and past experience. The cash flow projections for the
first five years consider growth rates based on past experience, while in subsequent years the residual value
is calculated, establishing perpetual revenues based on the cash flows of the last period of the estimates,
with a perpetuity growth rate calculated as described above.

In the event of reasonable variations in any of the key assumptions, the book value is unlikely to be higher
than the recoverable value of the cash-generating units.

Specifically, the studies conducted for the main cash-generating units analyzed reveal the following
sensitivity ranges in the event of unfavorable variations in the key assumptions:

e An increase of 1 percentage point in the discount rate applied to each cash-generating unit would imply
reductions in the recoverable values of between 10.43 percent and 40.40 percent in 2017, and between
6.69 percent and 36.18 percent in 2016. In any case, this figure would not fall below the book value
attributed to any of them.

e A decrease of 0.25 percentage points in the perpetuity growth rate applied to each cash-generating unit
would imply reductions in the recoverable values of between 1.84 percent and 17.00 percent in 2017, and
between 0.81 percent and 8.18 percent in 2016. Once again, this means that this figure would not fall
below the book value attributed to any of them.
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If the analysis of the possible impairment of goodwill reveals a recoverable value below the book value, an
individual study is conducted of all the key assumptions that have led to this situation, calculating their
impact. However, there are no significant risks associated with reasonable variations in key assumptions.

For impairment loss recorded in 2017, 104.86 million euros (of which 60.43 million correspond to goodwill
and 44.43 million to portfolio acquisition expenses) are from the loss of value of the automobile business and
of some general P&C lines incorporated in the cash-generating unit MAPFRE BB SH2, deriving from the
discreet evolution of Brazil's economic environment and the weak economic growth forecast, as well as the
negative development of said businesses, with high loss experiences and pressure on rates.

The impairment loss of 43.22 million euros in 2016 represented recognition of the difference between the
book amount and the recoverable value of the cash-generating unit DIRECT LINE ITALY, as detected in the
recoverable amount assessment conducted. This assessment took into account 8-year projections, as it was a
recently acquired business still under development, estimating a premium growth rate of 3 percent for years
6 and 7, therefore higher than the aforementioned perpetuity growth rate of 1.20 percent and an improved
margin for those periods. The main reason for the loss of recoverable value was the restructuring of the
company carried out in 2016. As a result of fulfilling our business plan, in 2017 the projections are
maintained at 7 years.
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6.2. PROPERTY, PLANT AND EQUIPMENT AND REAL ESTATE INVESTMENTS

Property, plant and equipment

The following tables show the movements under this heading in the last two years:

Disposal
ficiistmenteto Changesto the Additions or 5 = N
ftem Opening balance the opening cancellationsor | Closing balance Market value
scope provisions .
balance __redyctions
€ost
REAL ESTATE FOR OWN USE
Land and natural resources 106.88 (10.37} 1.96 0.35 (41.93) 56.89 100.90
Buildings and other structures 1,111.74 (47.11) 5.00 68.76 {43.22) 1,095.17 1,165.46
OTHER PROPERTY, PLANT AND EQUIPMENT
Vehicles 38.71 (3.90) 1.01 3.26 {3.75) 35.33 11.11
Furniture and fittings 477.01 (12.55) 0.58 30.00 {25.10) 469.94 172.88
Other property, plant and equipment 280.39 (27.08) 1.87 25.42 (10.01) 27059 82.02
Advances and fixed assets in progress 13.11 (0.02) = 8.29 (13.53) 785 5.09
TOTAL COST 2,027.84 (101.03) 10.42 136.08 {137.54) 1,935.77 1,537.46
M R N
REAL ESTATE FOR OWN USE {203.26) 11.84 {1.66} (27.86) 6.97 (213.97) -
OTHER PROPERTY, PLANT AND EQUIPMENT {507.92) 32.58 {2.79) {63.55) 31.63 {510.01) b
TOTAL CUMULATIVE DEPRECIATION {711.18) 44.42 (4.41) {91.41}) 38.60 (723.98) .
IMPAIRMEN
REAL ESTATE FOR OWN USE
Land and natural resources - - - - - - -
Buildings and other structures (12.39) 0.10 - (8.69) 353 (17 45) =
OTHER PROPERTY, PLANT AND EQUIPMENT
Vehicles (0.52) 0.34 - - 0.39 0.21 C
Furniture and fittings 217 0.86 - - 1.59 0.28 -
Other property, plant and equipment {5.01} {0.17) - - 2.08 (3.10) =
TOTALIMPAIRMENT {20.09) 113 = (8.69) 7.59 {20.06) .
TOTAL REAL ESTATE FOR OWN USE 1,002.97 (45.54) 5.30 32.56 {74.65) 920.64 1,266.36
TOTAL OTHER PROPERTY, PLANT AND EQUIPMENT 293.60 {9.94) 0.71 3.42 (16.70) 271.09 271.10
TOTAL PROPERTY, PLANT & EQUIPMENT 1,296.57 {55.48) 6.01 ] 35.98 {91.35) 1,191.73 1,537.46

Figures In millions of euros

The key disposals of financial year 2017 correspond to the sale of a building on calle Luchana in Madrid, for a
price of 72.00 million euros and consolidated earnings before taxes of 38.40 million euros.
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Ad] Disposal
]ugm".“ e Changesto the Additions or i
item Opening balance the opening cancellationsor | Closing balance Market value
scope provisions "
balance
COsT
REAL ESTATE FOR OWN USE
Land and natural resources 85.13 {6.70) - 34.33 (5.88) 106.88 108.94
Buildings and other structures 1,068.68 6.50 (3.78) 109.82 (69.48) 1,111.74 1,295.13
OTHER PROPERTY, PLANT AND EQUIPMENT
Vehicles 39.38 0.09 (0.50) 4.80 {5.06}) 38.71 13.23
Furniture and fittings 471.94 7.66 (0.86) 23.14 (24.87) 477.01 180.75
Other property, plant and equipment 222.65 8.82 {0.04) 55.38 (6.42) 280.39 88.15
Advances and fixed assets in progress 61.03 {1.36) = 1277 (59.33) 13.11 11.48
TOTAL COST 1,948.81 15.01 (5.18) 240.24 {171.04) 2,027.84 1,697.68
CUMULATIVE DEPRECIATION
REAL ESTATE FOR OWN USE (192.49) (4.07) 0.56 (21.47) 14.21 (203.26} .
OTHER PROPERTY, PLANT AND EQUIPMENT (461.64) (6.06) 1.16 {63.69}) 22.31 {507.92) =]
TOTAL CUMULATIVE DEPRECIATION (654.13) (10.13) 1.72 (85.16) 36.52 {711.18) =]
IMPAIRMENT
REAL ESTATE FOR OWN USE
Land and natural resources - - - - - = .
Buildings and other structures {17.92) 0.22 - {2.23) 7.54 (12.39) =]
OTHER PROPERTY, PLANT AND EQUIPMENT
Vehicles (0.10) (0.42) = . = {0.52) =
Furniture and fittings {0.27) (1.90) = - - (2.17) -
Other property, plant and equipment (1.91) (3 10) - - - {5.01) =
TOTAL IMPAIRMENT {20.20) (5.20) - 2.23) 7.54 (20.09) -
TOTAL REAL ESTATE FOR OWN USE 943.40 (4.05) 13.22) 120.45 (53.61) 1,002.97 1,404.07
TOTAL OTHER PROPERTY, PLANT AND EQUIPMENT 331,08 373 {0.24) 32.40 {73.37) 293.60 293.61
YOTAL PROPERTY, PLANT & EQUIPMENT 1,274.48 (0.32) (3.46) 152.85 (126.98) 1,296.57 1,697.68

Figures in millions of euros

In 2016 the main entry under Property for own use was the purchase from Fundacion MAPFRE of the
MAPFRE RE headquarters at Paseo de Recoletos 25, in Madrid, for 41.50 million euros.
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Real estate investment

The following tables show the movements under this heading in the last two years:

Adjustmentsto Changesto the Additions or D'wfds
Item Opening balance the opening pe rovisions cancellationsor | Closingbalance Market value
_balance i P redyctions
COST
INVESTMENT IN REAL ESTATE
Land and natural resources 644.86 (18.86) 0.56 7.75 (17.74) 616.57 443,59
Buildings and other structures 1,196.62 (15.19) 9.51 69.10 (92.56} 1,167.48 1,235.53
TOTAL COST 1,841.48 [34.05} 1007 76.85 {110.30) 1,784.05 1,679.12
CUMULATIVE DEPRECIATION
INVESTMENT IN REAL ESTATE (272.30) 2.59 - {20.58) 24.21 {266.08) b
TOTAL CUMULATIVE DEPRECIATION (272.30) 2.59 . {20.58) 24.21 (266.08) -
IMPAIRMENT
INVESTMENT IN REAL ESTATE
Land and natural resources (228.46) 17.95 - (12.90) 4.65 {218.76) .
Buildings and other structures (65.91} 0.35 - (3.92) 20.98 (48.50) -
TOTAL IMPAIRMENT {294.37) 18.30 - {16.82} 25.63 (267.26}) &
TOTAL REAL ESTATE INVESTMENT | 1,274.81 {13.15) 1007 39.45 {60.46) 1,250.71 1,679.12
Figures In milllons of euros
Adjustments to . — Disposals,
[« to the or N
Item Opening balance the opening cancellationsor | Closing balance Market value
scope provisions
___balance s
05T
INVESTMENT IN REAL ESTATE
tand and natural resources 620.06 15.04 - 10.09 (4.33) 644 86 459.51
Buitdings and other structures 1,243.96 4.46 - 55.43 {107.23) 1,196.62 1,252.15
TOTAL COST 1,864.02 23.50 - 65.52 (111,56} 1,841.48 1,711.66
CUMULATIVE DEPRECIATION
INVESTMENT IN REAL ESTATE (275.84) (0.46) . (23.97) 27.97 (272.30) -
TOTAL CUMULATIVE DEPRECIATION {275.84) {0.46) = (23.97) 27.97 (272.30) =
IMPAIRMEN
INVESTMENT IN REAL ESTATE
Land and natural resources {201.87) (19.29) - {8.57) 1.27 (228.46) =
Buildings and other structures {61.99) (0.18) - (4.50}) 0.76 {65.91) -
TOTAL IMPAIRMENT (263.86) (19.47) - (13.07) 2.03 (294.37) -
TOTAL REAL ESTATE INVESTMENT 1,324.32 3.57 . 28.48 {81.56) 1,274.81 1,711.66

Figures In milllons of eurcs

In 2016 the main expense was the sale to Fundacion MAPFRE of 65.90 percent of the MAPFRE Tower in
Barcelona for the sale price of 175.40 million euros with a profit before tax of 117.10 million euros.

The impairment entries in both periods refer to the recorded losses following the valuations made.
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Impairment losses for the year are recorded in the "Allowance to the asset impairment provision" and the
reversal under "Reversal of the asset impairment provision" in the consolidated income statement.

The market value of real estate investment and of real estate for own use basically represents the value
determined by an independent appraiser that uses appraisal techniques based on the variables observed in
the market (Level 2). The appraisal methods commonly used are the cost method, the comparison method,
the future rental income method and the abbreviated residual method, depending on the characteristics of
the asset being appraised.

Moreover, most real estate corresponds to assets assigned to technical provisions and valuations are
performed on a regular basis, as established for valuation reviews by the supervisory bodies of insurance
activities.

Revenues and expenses derived from real estate investments in 2017 and 2016 are shown in the table
below:

Type of investment

Item Operating investment Equity Other Activities Total

2017 2016 2017 2016 2017 2016 2017 2016

Revenue from real estate investment

From rentais 40.76 48.51 219 222 12.05 14.32 55.00 65.05
Other 0.42 0.44 = . 3.44 2.03 3.86 2.47
Gains on disposals 49.14 116.09 4.57 575 16.51 4.59 70.22 126.43
Total revenue from real estate investment 90.32 165.04 6.76 797 32.00 20.34 129.08 193.95

Expenses from real estate investment

Direct operational expenses 23.48 24.84 - 1.20 - - 23.48 26.04
Other expenses 6.35 434 0.09 0.03 9.19 11.51 15.63 15.88
Losses on disposals 6.00 4.06 0.02 0.39 0.28 0.10 6.30 4.55
Total expenses from real estate investment 35.83 33.24 0.11 1.62 9.47 11.61 45.41 46.47

Figures in mililons of euros

6.3. LEASING

The Group has the following items subject to operating lease agreements:

Net book value Maximum duration of Leases Maximum years elapsed
Type of assets (Years)
2017 2016 2017 2016 2017 2016
Property investments 852.90 858.81 25 25 22 21

Figures in millions of euros
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At December 31, 2017 and 2016 the future minimum collections for non-cancelable operating leases were as

follows:

Item 2017 2016
Less than one yearago 43.31 47.90
More than one year butless than five 104.48 106.29
More than five years 80.64 78.94
TOTAL 228.43 233.13

Figures in millions of euros

No contingent payments were recorded as revenues in 2017 and 2016.

The Group is the lessee, under operating leases, of buildings and other property,

These leases have an average duration of five years, without renewal clauses in the agr
restriction on the lessee whatsoever regarding the prerogative to sign these leases.

plant and equipment assets.

eements. There is no

The future minimum payments payable on non-cancelable operating leases at December 31 were as follows:

Item 2017 2016
Less than one year ago 38.23 37.87
More than one year butless than five 176.73 184.72
More than five years 312.11 356.19
TOTAL 527.07 578.78

Figures in millions of euros

No contingent payments were recorded as expenses in 2017 and 2016.
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6.4. FINANCIAL INVESTMENTS

At December 31, 2017 and 2016 the composition of financial investments was as follows:

Book value
Item
€ 2017 2016

HELD-TO-MATURITY PORTFOLIO
Fixed income 2,003.72 2,403.28
Otherinvestments 20.54 16.48
PORTFOLIO AVAILABLE FOR SALE 2,024.26 2,419.76
AVAILABLE-FOR-SALE PORTFOLIO
Shares 2,035.57 1,424.94
Fixed income 31,542.28 32,642.40
Mutual Funds 908.62 1,002.14
Other 29.96 33.13
TOTAL PORTFOLIO AVAILABLE FOR SALE 34,516.43 35,102.61
TRADING PORTFOLIQ
Derivatives (not for hedging):

Financial swaps 512.60 488.01

Options 1.97 4.21
Otherinvestments:

Shares 365.32 240.32

Fixed income 3,415.04 3,354.11

Mutual Funds 722.76 572.22

Hybrids 323.91 194.80

Deposits 109.50 156.31

Other 11.47 8.61
TOTAL TRADING PORTFOLIO 5,462.57 5,018.59

Figures in millions of euros

The process for the valuation of financial assets is as follows:

a) When the asset is acquired, it is assigned to a specific portfolio (held-to-maturity, available for sale,
or trading) depending on the characteristics of the liabilities to which it is going to be assigned and
on the local and international legislation on accounting and insurance.

b) The accounting nature of the portfolios dictates the type of valuation performed. However, at least
once a month all assets are valued against the market using the valuation methods mentioned in
Note 5.5 “Financial investments” (Level 1, Level 2 and Level 3).

¢) The valuations are performed directly by the Group's companies, although in some countries an
independent financial institution carries them out in line with the local regulations.

The valuation policy is decided by the Investment Committees and/or Risk Committees, and is reviewed
at least once a quarter.

Furthermore, the MAPFRE S.A. Executive Committee analyzes the value of all investments, gains and
losses on a regular basis.

56
The English version is only a translation of the original in Spanish for information purposes. In case of discrepancy, the

Spanish version shall prevail.



MAPFRE S.A. AND SUBSIDIARIES

With regard to the sensitivity of fair value measurements, changes in the non-observable variables used
in the aforementioned individual valuations would not significantly alter the fair value obtained.

Quoted prices are monitored and verified on a regular basis in order to decide whether any transfers
between levels are required:

1. If the quotation source for a particular asset is no longer representative, it is transferred from Level
1to Level 2.

2. Assets are transferred from Levels 2 and 3 to Level 1ifa reasonable quotation source is verified.
3. Assets are transferred to Level 3 when there are no longer any observable market data.

Held-to-maturity portfolio

The investments allocated to the held-to-maturity portfolio at December 31, 2017 and 2016 are shown
below:

‘ Fak value Impairment
Book value Lavel 3. Other Revenus from interest
kem tavel L Quotation price | Lavel 2. Observable data Recorded loss Reversal gains
I mMeasurements
!
2017 2016 2017 2016 2017 2016 2017 2016 2017 2016 2017 2016 2017 2016
T
Fixed income 2,003.72 240328 | 189917 2,112.65 15142 165.62 3517 3112 20201 236.90 - -
Other investments 2054 1648 | 1038 491 0.13 0.33 9.78 11.23 266 401 s ot
it
TOTAL 2,024.26 2,419.76 | 1,909.55 2,117.56 15155 165.95 44.95 42.35 204.67 24091 . -5 - =

Figures In milons of ewros.

in relation to Level 3 financial assets in the held-to-maturity portfolio, no significant transactions were carried
out in 2017.

Available-for-sale portfolio

The investments allocated to the available-for-sale portfolio, at December 31, 2017 and 2016 are shown
below:

Book value (fair vatue) impaiment
e
Level 1. Quotation price Level . Observable data Levei 3. Othar measurements Totat Recorded loss. Reversal gains.
2037 2016 2017 2016 2017 2016 2017 2016 2017 2016 2017 2016

Shares 1,990.46 136112 26.53 41.18 18.58 22.64 2,035.57 142494 {0.01) (23.89) 007 15
Fixed income 27,552.54 28,301.94 3,973.56 4,31562 16.18 24.84 31,542.28 32,642.40 (15.34) {0.47) 2

Mutual Funds 894.62 999.11 0.58 177 13.42 1.26 908.62 1,002 14

Other 24.60 2368 5.36 445 29.96 3313

TOTAL 30,462.22 30,690.85 4,006.03 4,363.02 43.18 43.74 34,516.43 35,102.61 {15.35) {24.36) 0.09 0.15

Figores i millions of eures

The valuation adjustments of portfolio investments amounted to 4.12 and 4.59 billion euros at December 31,
2017 and 2016 respectively, which have been recorded net of the tax effect on equity.

Transfers to the consolidated income statement of valuation adjustments of portfolio investments in
previous years, undertaken during 2017 and 2016, amount to 204.58 and 238.88 million euros, respectively.
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There were no asset transfers between Levels 1 and 2 (Quoted price to Observable data).

There were no variations in valuation techniques at Levels 2 and 3 (Observable data and Other valuations).

A reconciliation of the opening and closing balances at the close of period for Level 3 financial assets in the
available-for-sale portfolio is shown below:

Equity instruments and mutual Debt securities Other financial assets Totat
Available-forsale portfolio funds

2017 2016 2017 2016 2017 2016 2017 2016
Opening balance 23.90 19.31 24.84 48.36 = - 48.74 67.67
Additions 8.14 9.17 ol 0.73 = = 8.14 9.90
Disposals (0.23) (1.15) (7.53) (24.12) - B (7.76) (25.27)
Transfer from Level 1 or2 1.82 - - - - - 1.82 -
Transferto Levellor2 {2.00) - - - - = {2.00) -
Amortization - - - - - - = -
Gains and losses - - - = - = - -
Other 0.37 (3.43) (1.13} (0.13) = = {0.76) (3.56)
Closing balance 32.00 23.90 16.18 24.84 - - 48.18 48.74

Figures in miilions of aures

At the close of 2017 and 2016 the impairment analyses performed for each security in the equity portfolios
concluded that there was no significant impairment, or any signs of such, in any of the investments
measured at their stock market quoted price because none of the objective situations determining this
eventuality had occurred.

With respect to investments in unquoted assets, in 2016 a provision of 23.65 million euros was made for
impairment of the equity investment in SAREB. No other provisions were made during the periods 2016 and
2017 for significant impairment to investments in unquoted assets analyzed individually.

At the close of 2017 and 2016 the Group had fixed-income securities as guarantees for financial swap
operations with a market value of 322.23 and 338.26 million euros, respectively. These financial assets are
classified in the available-for-sale portfolio. At the close of these years, the guaranteed assets amounted to
507.32 and 487.68 million euros, respectively. In both cases the guarantee matures on a daily basis, at which
time a new guarantee is established or the existing guarantee is maintained or canceled. The existence of
these guarantees mitigated the counterparty risk (CVA/DVA) on a large portion of the Group's derivatives.

58
The English version is only a transiation of the original in Spanish for information purposes. In case of discrepancy, the

Spanish version shall prevail.



MAPFRE S.A. AND SUBSIDIARIES

Trading portfolio

The investments allocated to the trading portfolio at December 31, 2017 and 2016 are shown below:

Book value {fair value}
Item Level 3. Other

Level 1. Quotation price Level 2. Observabie data mers T

2017 2016 2017 2016 2017 2016 2017 2016
Derivatives {not for hedging)
Financal swaps = 1.70 512.60 486.31 - b 512.60 488 01
Optrons 197 421 - 197 a1
TOTAL DERIVATIVES (NOT FOR

8 . . B bl = 514.57 492.22

HEDGING) 197 5.91 512.60 486.31
Other investments
Shares 36382 23883 0.05 0.08 145 141 36532 240.32
Fixed income 3,213 45 3.315.71 201.59 38.40 3,415.04 3,354.11
Mutual Funds 690.44 537.71 3232 3451 722.76 572.22
Hybnds 268 40 194.80 55.51 32391 194 80
Depasits 109 50 156.31 109.5¢ 156 31
Other 1076 861 0.71 1147 861
TOTAL OTHER INVESTMENTS 4,566.87 4,295.66 399.68 229.30 1.45 141 4,948.00 4,526.37
TOTAL TRADING PORTFOLIO 4,548.84 4,301.57 912.28 715.61 145 1.41 5,462.57 5,018.59

Figures in milllons of eures

During 2017 and 2016 no significant transactions were carried out involving Level 3 financial assets held for
trading, and no transfers were made from/to this level.

Gains and losses recognized in the 2017 and 2016 results are as follows:

Gains {Losses) allocated to results
Item
Unrealized Realized
2017 2016 2017 2016

Derivatives {not for hedging)

Financial swaps (41.57} 16.07 {1.41) (0.51)
Options - - {4.56) 0.91
TOTAL DERIVATIVES (NOT FOR HEDGING) (41.57) 16.07 {5.97} 040
Other investments

Shares 0.34 14.02 11.39 (8.30)
Fixed income (8.85) 6.70 0.33 15.57
Mutual Funds 36.19 24.05 10.82 292
Hybrids {5.96) (0.58) (0.36) -
Deposits - S == -
Other (0.25) (0.40) 1.25 (0.43)
TOTAL OTHER INVESTMENTS 21.47 43.79 23.43 9.76
TOTAL TRADING PORTFOLIO {20.10) 59.86 17.46 10.16

Figures in millions of euros

The main derivative instruments correspond to financial swaps of certain or predefined flows in which a
Group company assumes the obligation to pay certain fixed or predefined amounts, usually stated in euros.
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The sum of 512.60 million euros was recorded in the trading portfolio for this item in 2017 (488.01 million
euros in 2016).

Purchased options are another type of derivative, albeit a less important one, which provide hedging for
savings insurance operations in which the insured parties are guaranteed a specific yield based on the
quotation performance of a financial asset, foreign currency or stock market index. At the close of 2017 this
item amounted to 1.97 million euros (4.21 million euros in 2016).

Note 7 “Risk Management” provides a breakdown of the maturity of fixed-income securities.
6.5. INVESTMENTS ON BEHALF OF LIFE INSURANCE POLICYHOLDERS BEARING THE INVESTMENT RISK

The following table shows the breakdown for the "Investments on behalf of Life insurance policyholders
bearing investment risk" heading at December 31, 2017 and 2016:

Book value [fair valus| Earings
hem
Level 1. Quotation price Level 2. Observable data Level 3. Other measurements Total Urwealized Realized
2017 2016 2017 2016 2017 2016 2037 2016 2017 2016 2017 2016
Shares 235.59 136.67 = . - 235.59 136.67 10.29 234 -
Fixed income 718.30 418.62 472,23 482.68 - = 1,190.53 902.30 28.30 197 0.78 3425
Mutual funds holdings 824.05 904.52 69.97 7047 = e 894.02 974.99 6.18 6.67 77.00 74.32
TOTAL 1,777.94 1,459.81 542.20 554.15 s . 2,320.14 2,013.96 44.77 10.98 T1.78 108.57
Figures in millions of ewros

In the balance of “Mutual fund holdings”, the amount of Group company majority shareholdings in mutual
funds subject to Life insurance where the policyholder bears the investment risk is included, for a total of
127.01 and 119.52 million euros to December 31, 2017 and 2016, respectively. The breakdown of the assets
this appears in is the following:

Item 2017 2016
Fixed income 22.94 37.47
Mutual fund holdings 87.77 78.48
Other 16.30 3.57
TOTAL 127.01 119.52

Figures in millions of euros
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6.6. INVENTORIES

The following tables show the breakdown of movements under the Inventories heading for the last two
periods:

2017
Adjustments to Changestothe Impairment
Item Opening balance the opening s‘cope Entries Write-offs {Allocation)/Reve | Closing balance
batance rsal
Land 46.54 - - - - (8.26) 38.28
Developments and works in 2216 . - - {0.02) 0.02 22.16
progress
Finished products 2.01 (0.08) - 7.37 (7.30) (0.04) 1.96
Raw materials 4.33 (0.01) - 3.96 (3.60) - 4.68
TOTAL 75.04 (0.09) - 11.33 {10.92) {8.28) 67.08
Figures in millions of euros
2016
Adjustmentsto Impairment
Ch inth
item Opening balance the opening an::,s nthe Inflows Outputs {Provision)/ Closing balance
balance = Reversal
tand 45.98 - E=, 0.56 - - 46.54
Developments and works in 23.54 . ~ B (1.38) . 22.16
progress
Finished products 1.88 - - 4.62 {4.50} 0.01 201
Raw materials 4.43 - (0.07) 3.25 (3.30) 0.02 433
|
[ TOTAL 75.83 -~ {0.07) 8.43 (9.18) 0.03 75.04

Figures in millions of euros

No interest costs were capitalized in 2017 and 2016.

6.7. RECEIVABLES

The breakdown of the “Receivables” heading at December 31, 2017 and 2016, as well as impairment losses
and gains on reversals recorded in the last two years are as follows:

\ irment
Gross amount impairment Net balance on balance sheet LL-LL =
Item Recorded losses Reversal gains
2017 2016 2017 2016 2017 2016 2017 2016 2017 2016

Receivables on directinsurance and co-

" 4,097.81 4,403.36 (78.35) (88.30) 4,019.46 4,315.06 {20.74} (22.08) 7.72 5.99
insurance operations
Receivables on reinsurance operations 1,034.06 931.62 (46.81) (55.05) 987.25 876.57 {0.02) (13.69) is 5.68
Taxreceivables 271.67 303.79 - = 271.67 303.79
Corporate and other receivables 1,075.63 1,172.77 (16.91) (16.33) 1,058.72 1,156.44 {3.41) (4.64) 212 8.82
TOTAL 6,479.17 6,811.54 (142.07) (159.68) 6,337.10 6,651.86 (24.17) (40.41) 13.65 20.49

Figures in millions of euros

The heading “Receivables on direct insurance and co-insurance operations" includes premiums pending
collection from policyholders and mediators, while the heading "Receivables on reinsurance operations"
includes outstanding balances from ceded, retroceded and accepted reinsurance operations.
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The breakdown for the "Corporate and other receivables” heading at the close of the last two years is as

follows:

Amount
Corporate and other receivables
2017 2016

Debtors of sales or provision of services 203.70 225.37
Recelvable_s forclaim recovery(mcludlng collaboration agreements 114.60 136.34
with otherinsurance companies)

Advance payment of policies (Life insurance} 31.34 38.60
Legal deposits 441.65 482.19
Receivables with Public Administrations 5.42 S.11
Balance receivables from personnel 26.09 27.62
Other debtors 235.92 241.21
TOTAL 1,058.72 1,156.44

L

Figures in millions of suros

Impairment is calculated and, where necessary, recognized, as described in the accounting policy 5.9

“Receivables” in this annual report.

The balances included in the “Receivables” heading do not accrue interest and generally their liquidation is

executed the following year.

The English version is only a translation of the original in Spanish for information purposes. In case of discrepancy, the

Spanish version shall prevail.
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6.8 ASSET IMPAIRMENT

The following tables show asset impairment for the last two periods:

MAPFRE S.A. AND SUBSIDIARIES

2017
j Closi
) Adjustments to Changes to the Recorded in results Write-off of ng
Impairment in: Opening balance| the opening
scope asset
balance Increase Decrease balance

Intangible assets 129.18 (9.71) - 113.22 - {32.83) 199.86
t. Goodwill 85.19 {5.01) - 61.77 - - 141.95
tl. Otherintangible assets 43.99 {4.70) - 51.45 - (32.83) 57.91
Property, plant and equipment 20.08 (1.12) - 8.69 (3.53) {4.06) 20.06
|. Real estate forown use 12.39 {0.10} - 8.69 {3.53) - 17.45
I1. Other property, plant and equipment 7.69 (1.02} - - - {4.06} 261
Investments 438.51 1203 o 3217 {21.59) {10.30) 450.82
. Real estatinvestments 294.37 (18.30) - 16.82 {21.03) (4.60) 267.26
Il. Financial investments

-Held-to-maturity portfolio - - - - - - -

- Available-for-sale portfolio 123.27 23.25 - 15.35 {0.09) {5.84) 155.94

-Trading portfolio - - - = . - -~
1 t d i i

nvestments recorded byapplying the equity 11.16 246 ~ N B B 18.62

method
IV Deposits established foraccepted reinsurance . i . . - . .
V. Otherinvestments 9.71 (0.38) - - {0.47) 0.14 9.00
Inventories 65.89 4.42 - 9.57 {1.29) e 78.59
Receivables 159.68 {22.52) - 24.17 (13.65) (5.61} 142.07
L l}ecelvables on d|.rect insurance and co- 88.30 (17.28) = 20.74 {7.72) {5.69) 78.35

insurance operations
il. Receivables on reinsurance operations 55.05 (4.45) - 0.02 (3.81) - 46.81
L Taxreceivabies - - = - - - =
v Social security and other receivables 16.33 {0.79) - 3.41 (2.12) 0.08 1691
Other assets 0.01 - - 0.01 {0.02) - 0.00
TOTAL IMPAIRMENT 813.35 (16.90) - 187.83 (40.08) {52.80) 891.40

Figures in millions of euros
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" i Closi
] ) Adjustments to Changes to the Recorded in results Write-off of osing
impairment in: Opening balance | the opening
scope asset
balance Increase Decrease balance
Intangible assets 108.91 136 - 43.22 -- {24.31) 129.18
I. Goodwill 76.53 {0.06) - 33.03 - (24.31) 85.19
Il. Otherintangible assets 32,38 1.42 -~ 10.18 - - 43.99
Property, ptant and equipment 20.20 5.19 - 223 (7.54) - 20.08
]

1. Real estatforown use 17.91 {0.21) - 223 (7.54) - 12.39
il. Other property, plantand equipment 2.29 5.40 - - - - 7.69
Investments 433.98 31.63 {1.01) 47.14 {0.76) (73.48) 438.51
I. Real estatinvestments 263.86 19.47 - 13.07 (0.61) (1.42) 294.37
tl. Financial investments - - - L = - .

-Held-to-maturity portfolio - - - - -- - -

- Available-for-sale portfolio 136.77 11.20 - 24.36 (0.15) (48.91) 123.27

-Trading portfolio .- = = = - = .
111 investments recorded by applying the equity 33.35 0.96 . - ~ (23.15) 1116

method
v Deposits established foraccepted reinsurance - = . - 3 — =
V. Otherinvestments - - £s 9.71 = - 971
Inventories 85.20 {19.28) - 123 {1.26) - 65.89
Receivables 123.37 18.84 {0.35) 40.41 (20.49) {2.10} 159.68

Recei di -
1. .ecelvables on trectlnsumnce and co 78.28 (3.84) (0.35) 2208 (5.99) (188) 28.30

insurance operations
Il. Receivables on reinsurance operations 31.84 15.20 - 13.69 {5.68) - 55.05
HI] .

Taxreceivables - - - i 5 - .
v Corporate and other receivables 13.25 7.48 - 4.64 (8.82) {0.22) 16.33
Other assets 188 {1.78) - - {0.09) - 0.01
TOTAL IMPAIRMENT 773.54 35.96 {0.35) 134.23 (30.14) {99.89) 813.35

Figures in mitlions of euros

The English version is only a translation of the original in Spanish for informati

Spanish version shall prevail.
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6.9. CASH

Expenditure

During 2017 and 2016 several disbursements were made related to investments in Group companies and the
acquisition of businesses. The most significant acquisitions were as follows:

Details of acquisition
Acquiring company l Amount
Company Percentage Activity
disbursed

2017
MAPFRE .

- 8932
INTERNACIONAL ABDA 3100% Non-Life insurance 9.3
MAPFRE o .

-] 316
INTERNACIONAL ABDA MN33% Non-Life Insurance
2016
BANKINTER VIDA BANKINTER VIDA (Portugal 100.00% Life Insurance 75.00

branch)

MAPFRE SA. MAPFRE INTERNACIONAL 0.78% Insurance holding 098
MAPFRE SA. MAQUAVIT INMUEBLES, S.L. 43.6% Real Estate 984

Figures in millions of euros

The aforementioned investments were financed using shareholders' equity, the issue of debentures and
drawdowns on the long-term line of credit.

The acquisition of 11.33 percent of ABDA comes from the tender offer exercised by MAPFRE subsequent to
the take-over of said company, in line with Indonesian regulations.

No significant non-monetary transactions related to investment and financing activities have been excluded
from the cash flow statement.

Commitments

Non-controlling shareholders of the MAPFRE RE subsidiary have a put option on the shares of this company.
If exercised, MAPFRE S.A. or a Group company would have to acquire the shares from the selling non-
controlling shareholder. The purchase price for the MAPFRE RE shares will be calculated using the previously
agreed formula. At December 31, 2017, based on the variables included in the aforementioned formula, the
commitment assumed by the Group if this option were exercised would amount to a total of approximately
100.92 million euros.

6.10. NON-CURRENT ASSETS HELD FOR SALE, ASSOCIATED LIABILITIES AND DISCONTINUED OPERATIONS

At December 31, 2017 and 2016 the main non-current assets held for sale, discontinued operations and
associated liabilities were as follows:
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Non-current assets classified as held-for-sale Discontinued operations Total
tem
2017 2016 2017 2016 2017 2016

Assets

Intangible assets - 126.17 - - - 126.17

Property, plant and equipment -- 5.20 - - == 5.20

investments 25.27 768.56 o = 25.27 768.56

Credits 124.76 3.20 == = 124.76 3.20

Cash - 5.21 - - - 5.21

Other assets 5.55 2.82 e - 5.55 2.82

Total assets 155.58 911.16 £5 i 155.58 911.16 J

Related liabilities

Technical provisions - 663.92 == - =, 663.92

Deferred tax liabilities - 23.29 - - - 23.29

Other debts 1.09 2.07 . - 1.09 2.07 ‘
| 1 ! |

Total liabilities 1.09 | 689.28 - | - 1.09 639.28

Figuresin millions of euros

Non-current assets classified as held-for-sale and associated liabilities

As a result of Banco CEISS exercising its call option for the whole of the Group’s shares in the undertakings
Duero Vida and Duero Pensiones, at December 31, 2016 the headings “Assets and liabilities held for sale”
included assets for the amount of 879.9 million euros and associated liabilities for the amount of 689.3
million euros, corresponding to both dependent undertakings.

In June 2017, MAPFRE and Banco CEISS entered into a contract, by virtue of which MAPFRE transferred to
Banco CEISS the whole of the shares for a total price of 141.7 million euros. The completion of the
transaction is dependent on receiving authorization from the Direccion General de Seguros (Insurance
Directorate General), upon receipt of which the transfer of and payment for the shares will be carried out.

At the date of entering into said contract, control of both undertakings was lost, and as such the revenues
and expenses of said undertakings included in the balance sheet correspond only to the first five months of
the year. Additionally, in the “Assets held for sale” heading of the balance sheet, only the fair value of the
assets resulting from the sale is included in the balance sheet, which produced an accounting net gain of 5.8
million euros at the close of the period.

in 2017 these assets generated revenue for the amount of 51.09 million euros, and have not generated more
results than those indicated in the previous paragraph (in 2016 they generated 104.34 million euros in
revenues and 2.49 in results).

6.11. EQUITY
4 Share capital

The share capital is recorded by the face value of disbursed shares or whose disbursement was
demanded.

The controlling company’s share capital at December 31, 2017 and 2016 was represented by
3,079,553,273 shares, with a face value of 0.10 euros each, fully subscribed and paid-up. All shares
carry identical voting and dividend rights.
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The Annual General Meeting of March 9, 2013 authorized the directors of the controlling company to
increase the capital up to a maximum of 153,977,663.65 euros, equivalent to 50 percent of the share
capital at the time. This authorization was granted for a period of five years. Furthermore, the
directors were authorized to issue analogous fixed-income securities or debentures, convertible or
not, for a maximum amount of 2 billion euros.

The Board of Directors, in their meeting on February 7, 2018, has agreed to propose to the Annual
General Meeting to be held on March 9, 2018, to authorize the directors of the hoiding Company to
increase capital again in the same terms as those previously mentioned, as well as to issue debentures
or similar fixed-income securities, with the same conditions set out in the previous authorization.

CARTERA MAPFRE directly held 67.60 percent of the share capital at December 31, 2017 and 2016.

All shares representing the share capital of the controlling company are admitted to official trading on
the Madrid and Barcelona stock markets.

Treasury Stock

At December 31, 2016, the controlling company owned 30,500,000 treasury stock, representing 0.99
percent of the capital, for the amount of 60.23 million euros, at an average rate of 1.97 euros per
share.

In 2017 the number of treasury stock went down by 3,988,894, representing 0.13 percent of the
capital, for the amount of 7.87 million euros. The difference from the sale price, which reaches 4.70
million euros, is included in the heading “Reserves”.

At the close of 2017, the controlling company owned 26,511,106 treasury stock, representing 0.86
percent of the capital, for the amount of 52.36 million euros, at an average rate of 1.97 euros per
share. The face value of the treasury stock at December 31, 2017 was 2,651,110.60 euros (3,050,000
euros at December 31, 2016).

At December 31, 2017 and 2016 no other Group company held shares in the controlling company.
Revaluation adjustments

This includes the equity reserves arising as a consequence of revenues and expenses recognized in
each year which, pursuant to IFRS, must be recorded in the Group’s equity accounts.

The following table shows the nature of the "Valuation change adjustments” recorded under that
Equity heading at the close of the last two financial years:
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Amount
em
2017 2016
Fixed income
Capital gains 4,082.41 4,812.41
Capital losses (1,756.74) (2,226.81)
Equity and Mutual Funds
Capital gains 282.74 257.80
Capital losses (20.07) (17.74)
Shadow accounting (1,983.17) (2,237.34)
Other adjustments 15.52 66.35
TOTAL 620.69 654.67

Figures in millions of eurcs

o Restrictions on the availability of reserves

- “Reserves” includes the controlling company's legal reserve, amounting to 61.59 million euros at
December 31, 2017 and 2016, which may not be distributed to shareholders, except in the event
of the controlling company's liquidation, and may only be used to offset potential losses.

The same restriction applies to the legal reserves established by the subsidiaries and reflected in
their balance sheets.

- This heading also includes the reserve for redenomination of the share capital in euros amounting
to 0.15 million euros, which in accordance with Article 28 of Law 46/1998 may not be distributed.

- There are no other restrictions on the availability of reserves for any significant amount, except
for those described in the section regarding “Tax incentives” in Note 6.21.

o Capital management

Capital management is focused on ensuring stability and maintaining adequate remuneration, which
are achieved through robust solvency margins, financial flexibility, the generation of cash flows, and
the creation of value for shareholders.

Managed capital refers to the shareholders' equity permitted by the regulations currently in force and
other management models used.

in line with the Group's risk appetite, which corresponds to the level of risk that the Group is
prepared to assume to attain its business objectives without any significant deviations (even in
adverse circumstances), each business unit operates according to a series of risk tolerance levels
based on the capital assigned.

MAPERE has an internal capitalization and dividend policy that is designed to provide the business
units with the capital necessary to cover the risks that have been assumed, all in a rational and
objective way.
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The volume of dividends for distribution is established in line with the estimated results and
shareholders' equity. If actual performance deviates from the estimates made, the assigned capital is
revised.

Remuneration for shareholders is linked to the Group's profits, solvency, liquidity and investment
plans, as well as shareholders' expectations.

As a general rule, the Board of Directors recommends a distribution of dividends to the Annual
General Meeting based on between 50 percent and 65 percent of the result for the period
attributable to the controlling company in its consolidated annual accounts.

The risk estimates and assignment of capital to each business unit are described in Note 7 of the
annual report, “Risk Management”.

The items that form part of the Group’s available equity conform to the requirements of current
regulations.

6.12. SUBORDINATED LIABILITIES

At December 31, 2017 and 2016 the balance of this account included the amortized cost of the subordinated
debt issued by the controlling company, corresponding, respectively, to the issuances in March 2017 and
July 2007. in the latter case, this is net of the cost of securities purchased on the market. The most relevant
terms and conditions governing these issuances are described below.

Issuance from March 2017

. Issuance type: subordinated debentures represented by book entries
° Nominal amount: 600 million euros

o Issue date: March 31, 2017

. Maturity: March 31, 2047; first call date March 31, 2027

. Redemption in special cases: due to reform or modification of tax regulations, disqualification as
issuer's own funds, and change in treatment granted by the ratings agencies.

. Interest from the issuance to the date of the first call option: 4.375 percent per year, payable March 31
each year
. Interest from the exercise of the first call date: floating rate equal to the Euribor rate at 3 months plus

4.543 percent, payable quarterly

. interest deferral: the issuer will be obligated to defer interest payment should any Solvency Capital
Requirement or Minimum Capital Requirement breach exist, or should the relevant regulator prohibit
the issuer from making interest payments, or should the issuer be unable to meet regularly its due and
payable liabilities.

. Listing: AIAF market
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Jurisdiction: Spanish

Rating: BBB-.

The accrued unpaid interests at December 31, 2017 stood at 19.78 million euros and the notes trade at
113.99 percent of their face value.

Issuance from July 2007

Issuance type: subordinated debentures represented by book entries
Nominal amount: 700 million euros

Number of securities: 14,000

Face value of the securities: 50,000 euros

Issue date: July 24, 2007

Maturity: July 24, 2037

First call date: July 24, 2017

Amortization in special cases: due to reform or modification of tax regulations, non-classification as
issuer's own equity, and change in treatment granted by the credit ratings agencies

Interest from the issuance to the date of the first call option: 5.921 percent per year, payable on July
24 every year

Interest from the exercise of the first call date: variable rate equal to the Euribor rate at 3 months plus
2.05 percent, payable quarterly

Interest deferral: the issuer, at its discretion, may defer the payment of interest if it exceeds the
distributable profit and if the issuer has not made any payment or has not amortized or repurchased
any kind of capital or securities issued in the same or a lower bracket than the debentures.

settlement of deferred interest: the issuer will be obligated to pay the deferred interest when regular
payment of the interest on the debentures is renewed, when the debentures are redeemed in
advance, or when payments or repurchases of any kind of capital or securities issued in a lower
bracket than the debentures are made

Order of priority: subordinated to all ordinary creditors, understood as all those who, by order of
priority, are ahead of the subordinated creditors in the event of liquidation of the issuer

Listing: AIAF
Jurisdiction: Spanish

Rating: BBB-
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At December 31, 2016, the total number of securities purchased in the market in previous years reached
2,431.

The accrued interest outstanding at December 31, 2016 amounted to 15.01 million euros. At December 31,
2016 the securities were listed at 102.25 percent of their face value.

All of the subordinated notes issued by the controlling company in July 2007 were redeemed in advance on
the first call date.

6.13. FINANCIAL LIABILITIES

The following table shows the fair value breakdown of the financial liabilities:

Book value Fair value
Item
2017 2016 2017 2016

1 fdeb d oth b

ssue-o. debentures and other negotiable 1,003.29 1,002.55 1,035.26 1,011.26
securities

Due 1o creditinstitutions 706.74 606.35 706.74 606.36
Other financial liabilities 1,235.17 752.09 1,226.70 734.22
TOTAL 2,945.20 2,360.99 2,968.7 2,351.84

Figures in millions of euros

At December 31, 2017 and 2016 the fair value of the issue of debentures and other negotiable securities
corresponded to the quoted price at the close of the period (Level 1), including in the accrued interest.

Issuance of debentures and other negotiable securities

At December 31, 2017 and 2016 the balance of this account included the amortized cost of the simple
debentures issued by MAPFRE S.A. The most relevant terms and conditions governing issuing activity are
described below.

° Issue type: simple debentures represented by book entries

. Total amount: 1 billion euros

° Number of securities: 10,000

o Face value of the securities: 100,000 euros

o Issuance date: May 19, 2016

. Issuance period: 10 years

° Maturity: May 19, 2026

° Redemption: single payment on maturity and at par, with no expense for the holder
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o Listing: Fixed-income AIAF market

° Coupon: annual fixed 1.625 percent, payable on the anniversaries of the issue date up to and
including the end maturity date

o Issue rating: BBB+ (Standard & Poor's)

The accrued interest outstanding at December 31, 2017 and 2016 amounted to 10.06 million euros. At
December 31, 2017 and 2016 the securities were listed at 102.52 percent and 100.12 percent of their face

value, respectively.

Debt payable to lending institutions

The breakdown of the amounts due to credit institutions at December 31, 2017 and 2016 is shown below:

Book value Average interest rate % Guarantees granted
Class of debt
2017 2016 2017 2016 2017 2016
Finance lease 0.67 1.16 4.18 4.19
Credits 654.98 539.06 0.80 1.00 -
Loans 0.89 16.23 L
Other 50.20 49.90 1.00 1.00 - 8.01
TOTAL 706.74 606.35 - - - 8.01
Figures in millions of euros
At December 31, 2017 and 2016 the main line of credit was as follows:
Limit Drawn down
Bank Maturity
2017 l 2016 2017 2016
santander 11.12.2021 1,000.00 1,000.00 600.00 480.00
TOTAL 1,000.00 |L 1,000.00 600.00 480.00

Figures in millions of euros

Banco de Santander is the agent bank of the aforementioned credit line, which is a syndicated loan with
other companies and which accrues interest at a rate pegged to market variables. As per the contract
terms, in 2016 the maturity was extended from December 2020 to December 2021.

Other financial liabilities

The heading “Other financial liabilities” includes the outstanding amount for financial obligations not

included in any other items. The following table shows the breakdown at December 31, 2017 and 2016:

The English version is only a translation of the original in Spanish for information purposes. In case of discrepancy, the
Spanish version shall prevail.
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Amount
Other financial liabilities
2017 2016
Financial liabilities held for trading 264.94 264.02
Otherfujanctal |Iablvlltles measured atfair $14.13 43137
value with changes in P&L
Non-controlling interests in mutual funds 212.69 B
{Note 2.6)
Derivatives for asset operations {equity 7.82
swap) ’
CARTERA MAPFRE Credit = =
Other financial liabilities 43.41 48.88
TOTAL 1,235.17 752.09

Figures in millions of euros

The line of credit granted by CARTERA MAPFRE has a limit of 400.00 million euros, accrues interest at a
variable rate referenced to the three-month Euribor, and matures on September 10, 2018, although it may
be extended for successive periods of one year. In 2017 and 2016, 0.02 and 1.14 million euros, respectively,
were paid in interest arising from this line of credit.

At December 31, 2017 and 2016 the fair value of these liabilities did not differ significantly from their book
value.

Regarding the fair value level, the fair value valuations of these liabilities are classified at Level 2, with the
exception of the balance of “Non-controlling interests in mutual funds”, valued at liquid value (mostly Level
1) and 374.22 million euros of “Other financial liabilities valued at fair value and changes in P&L”, at Level 1.

In 2017 and 2016 no financial liabilities were transferred between Levels 1, 2 and 3. Items are transferred
between levels when they no longer meet the criteria for classification under a given level but meet those
of one of the other levels. No adjustments were made for own credit risk in connection with the financial
liabilities derived from financial swap transactions, given that they are cash flow exchange operations
whose current net value leads to a balance in favor of the counterparty. In any event, the application of
adjustments for own credit risk in these transactions would not have a material effect on the income
statement or on equity.

6.14. TECHNICAL PROVISIONS
1. Breakdown of the composition of technical provisions

The following table shows the balance composition of each of the technical provisions listed in the balance
sheet of the last two years.
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Direct insurance Accepted reinsurance Ceded and retroceded reinsurance
fem
2017 2016 2017 2016 2017 2016
1.1 Provision for unearned premiums 6,969.93 7,197.57 1,354.59 1,404.93 1,747.58 1,608.07
1.2 Provision for unexpired risks 43.37 34.03 7.21 - =
AT .
2 1 Provisions for unearned premiums and unexpired risks
2.1.1. Provision for unearned premiums 1,266.65 1,437.44 504.63 451.36 11.95 24.19
2.1.2. Provision for unexpired risks 158.21 162.02 N = - s
2.2 Mathematical reserves 22,977.24 23,520.18 86.19 93.79 56.75 60.69
Prowisions for ding claims
3.1 Pending settement or payment 7,345.04 6,740.65 2,000.25 1,746.11 2,493.19 1,889.54
3.2 Claims incurred but unreported (IBNR} 1,520.62 1,322.92 184.37 100.70 667.03 335.18
3.3 For claim settlement internal expenses 171.66 170.91 1S 5.47 11.54 10.13
ther techni rovision
4.1 Burial 829.06 762.18
4.2 Other 73.79 75.88 - 1.58 6.56
TOTAL 41,355.57 41,423.77 4,138.39 3,802.36 4,989.62 3,934.37

Figuies In millons of euros

Movement of each of the technical provisions

provisions

Spanish version shall prevail.

2.1. Provisions for unearned premiums, unexpired risks,

claims, profit-sharing and other technical
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2017
item Opening balance ‘x:;":;::e Changes to the scope Additions Reversals Closing balance
Provisions for Non-tife uneamed premiums and
unexpired risks
1.1 Provision for unearned premiums 8,602.50 {716.75) 82.44 9,736.85 (9,380.52) 8,324.52
1.2 Provision for unexpired risks 34.03 (4.03) - 44.29 (23.71} 50.58
ins o
2.1Provisions for unearned premiums and unexpired
risks
2.1.1. Provision for unearned premiums 1,888.80 (159.13) - 2,094.45 {2,052.84) 1,771.28
2.1.2. Provision for unexpired risks 162.02 (23.74) - 23.74 (3.81) 158.21
2.2 Mathematical reserves 23,613.96 {152.77) - 2,137.09 (2,534.85) 23,063.43
isio T tanding clai
3.1 Direct Insurance Life 1,194.27 {105.65) = 1,571.41 (1,525.92) 1,134.11
3.2 Direct Insurance Non-Life 7,040.21 (553.45) 15.90 10,170.14 (8,769.59) 7,903.21
3.3 Accepted reinsurance 1,852.28 (18.46) - 3,275.76 {2,923.81} 2,185.77
her ical pr 838.06 0.54 =) 880.38 (816.13) 902.554
TOTAL 45,226.13 (1,733.44) 98.34 29,934.11 (28,031.18) 45,493.96
Flgures in millions of euros
2016
Item Opening balance Aﬁ’:;eﬁl:L? Changes to the scope Additions Reversals Closing balance
Provision n-Lif e miy n
unexpired risks
1.1 Provision for unearned premiums 8,385.11 164.09 - 10,156.53 {16,103.23) 8,602.50
1.2 Provision for unexpired risks 40.65 2.04 - 26.41 {35.07) 34.03
live insurance provisions
2.1 Provisions for unearned premiums and unexpired
risks
2.1.1. Provision for uneamed premiums 1,583.92 296.48 0.71 1,928.00 {1,920.31) 1,888.80
2.1.2 Provision for unexpired risks 105.27 25.52 0.01 3299 (1.77) 162.02
2.2 Mathematical reserves 23,337.13 74.50 {12193) 2,910.98 (2,586.72) 23,613.96
Provisions for outstanding claims
3.1 Direct Insurance tife 922.83 98.06 {1.25) 1,273.85 {1,099.22) 1,194.27
3.2 Direct insurance Non-Life 6,334.70 21842 - 7.,487.02 {6,999.93) 7,040.21
3.3 Accepted reinsurance 1,779.53 1041 - 2,754.15 (2,691.81) 1,852.28
Other technical provisions 773.06 0.46 4.11 811.45 {751.02) 838.06
TOTAL 43,262.20 889.98 {118.35) 27,381.38 {26,189.08} 45,226.13

Figures in millions of euros

The English version is only a transiation of the original in Spanish for information purposes. In case of discrepancy, the

Spanish version shall prevail.
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B) CEDED AND RETROCEDED REINSURANCE

2017
tem Opening balance Adjustments tothe|  Changes to the Additions Reversals Closing balance
opening balance scope
Provision for unearned premiums 1,608.07 {198.91) 3.56 2,849.65 (2,514.79) 1,747.58
Provisions for life insurance 84.89 {0.04) 0.09 86.71 (102.95) 68.70
Provision for outstanding claims 2,234.85 (269.42) 0.93 6,933.37 (5,727.97) 3,171.76
Other technical provisions 6.55 {0.36) - 0.99 {5.60) 1.58
TOTAL 3,934.36 {468.73) 4.58 9,870.72 (8,351.31) 4,989.62
Figures in millons of euros
2016
Ad to the
Item Opening balance s stfnents L Change tothe Additions Reversals Closing balance
opening balance scope
Provision for unearned premiums 1,720.30 {19.95) {5.11) 2,625.29 {2,712.46) 1,608.07
Provisions for life insurance 93.25 2.73 {0.75) 61.89 (72.23) 84.89
Provision for outstanding claims 2,054.32 166.75 (1.08) 3,418.61 (3,403.75) 2,234.85
Other technical provisions 1.65 14.23 - 5.12 (14.45) 6.55
TOTAL 3,869.52 163.76 (6.94) 6,110.91 {6,202.89) 393436
Figures in millions of euros
2.2. Mathematical provisions
Direct insurance and accepted reinsurance Ceded and retroceded reinsurance
ftem
2017 2016 2017 2016
Mathematical provisions at beginning of year 23,613.96 23,337.13 60.69 63.78
Adjustments to the opening balance {152.77) 74.50 {2.23) 230
Consolidation {balance of provision on consolidation date) - 494,32 - 013
Premiums 2,026.29 2,003.27 68.01 3.70
Technical interests 555.56 631.49 . =
Claim payments/collections {2,534.85) {2,586.72) {69.72) {4.80})
Provision adequacy test - 0.18 - -
Shadow accounting adjustments (381.55) 314.43 - o
Other (63.21) (38.39) - (4.42)
Eeconsolldanon {balance of provision on deconsolidation ~ (616.25) N -
ate)
Mathematical provisions at end of year 23,063.43 23,613.96 56.75 60.69

Figures in milllons of euros
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2.3. Funeral provision

Direct insurance and accepted reinsurance
tem
2017 2016

Provisions at beginning of year 762.18 691.07
Adjustments to the opening balance (2.07) (0.02)
Consolidation (balance of provision on consolidation date) - -
Premiums 85.07 79.25
Technical interest 1591 16.89
Claim payments (8.30) (6.64)
Provision adequacy test -- -
Other (23.73) (18.37)
Deconsolidation (balance of provision on deconsolidation date) - --
Provisions at end of year 829.06 762.18

Figures in millions of euros

3. Other information

3.1. Technical provisions for Life insurance where policyholders bear the investment risk

Direct insurance and accepted reinsurance
ftem
2017 2016
Provision at beginning of year 2,013.96 1,798.88
Adjustments to the opening balance (120.83) 170.45
Consolidation {balance of provision on consolidation date) - 1.93
Premiums 725.73 521.14
Payment of claims (191.22) (375.15)
Asset valuation changes 122.55 116.49
Other (230.05) (189.03)
Deconsolidation (balance of provision on deconsolidation date) - {30.75)
Provision at end of year 2,320.14 2,013.96
Figures in millions of euros
3.2, Provision for unexpired risks

The provision for unexpired risks has been made by the Group's insurance companies in line with the criteria
explained in Note 5.15.
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3.3. Information related to Life insurance
No additional provisions for life insurance deriving from the liability adequacy test were necessary.

The characteristics of the main Life insurance types sold by the Group's companies in 2017 and 2016 are listed
below. Some of the categories shown below include GKM80 tables. These are only used for products with a
risk component.

LIFE INSURANCE TECHNICAL CONDITIONS
Technical Profitsharing
Format Covarage Tables Interest Amount Disttbution
{imaliion eurcs) method
MAPFRE VIDA
Singie premium indridual contradts, withowt proftt sharing
. Unit-finked Rendimiento activo lil Longevity / Death Vields table (Variable) K MAPFRE network
Unit-tinked: Rendimiento activo IV Longevity / Death Viekss table (Variable) N MAPFRE network
Uit lnked: Seguro dividendo vida Longevity / Death PASEM 2010 MEN (Variable) - MAPFRE network
5imgle premium annuity group contracts:
Lamgevity with profit shanng and without counterinsurance. Longevity PERM/F-2000P 1.51% (Vanable - MAPFRE network
Group amnuilies.
Single n =
Pl iamium group contracts Longevity / Death GKM/F-95 2.56% (Variabla) 239 MAPFRE network
Savings with grofit sharing and countennsurance
BANKIA MAPFRE VIDA
Singte premium individusl contracts, without profit sharing:
- Combined nsurance Longewity / Death GRM/F-95 362% - Bank channel
- Combined insurance Longevity /Death |  GKM/F-95 /PASEM2010 MEN 3.26% = Bank channel
- Combined insurance Longevity PASEM 2010 MEN ass% N Bank channel
- CombinedInsurance Longevity / Death GRMYF-95 % 3% - Bank channel
Annusl renewabie term individual contracts and
cornplementary nisk without profit sharing 5 M 20101 o
pesth /-] o %PASEMan0formales Oxlnes - Bank channe!
: 90% PEAIM for males business)
- Riskinsurance
Single premium personal [oan amortization group contracts with
Imdividusl treatment PASEM 2010 formales 0.0%(new
Zati d Bank channel
LoanAmortation 90% PEATM for males business) =
- Riskinsurance
Singhe premium group contracts without profit sharing
Death / Dusability | GRMY/F-85 and PERM/F2000P 327% . Bank channel
Anaunty
BANKINTER SEGUROS DE VIDA
s mium indwidual cont i rofi
ingle premium individuat con! racts without profit sharing Death 5K 95/PASEM 2010 1.47% . Bank channel
Insurance with countennsurance
S egub ndividual contracts without profit sh:
gl e prameum. ! contracts without prolitsharii®’ | beath / Disability GK B0/ GK95/ PASEM 2010 200% = Baok channel
desth insurance
Regular premium individual contracts without profit shanng a7
G Coronn (Portugel} Death / Longevity PASEF 2010 = - Bank channe!
Singhe o regul ndividual contracts with profi
";_ i ::;"""'"'"' [uidgteg WitHlprotis Death / Longevity PASEF 2010 0.70% - Bank channel
COMPANHIA DE SEGURDS ALIANGA DO BRASIL
Ourowda / Ouro vida revisado Death / Disability ATa9 . = Bank channel
Ouro vida 2000/ Ouro vida especial /BB seguro vida /Ouro vida
estilo /Prestamista/ B3 seguro vida muther/ Other individual | Death / Drsability AT83 . - Bank channel
hfe insurance products
Other group life insurance products Death / Disability AT-833nd AT-29 B
channel/Broker
MAPFRE MSV LFE
Bank
Without profit sharing Death 88% AMCOO (Vanable) . channel/MAPFRE
network
Bark
With profit sharing Longevity / Death 88% AMCO0 {Vanable} 47.6 channel/MAPFRE
nutwork
Bank
Unit-linked Longevity / Death 5% AMCDO {Variable) - channel/[MAPFRE
network
MAPFRE COLOMBIA VIDA
Colombian mortality of male/female
Pensiones Ley 100 Longevity [ Death |  annurtants, Colombuan dsability = - Own network
mortality
Colombran mortality of male/femate
de Invalldezy Longevity /Death/ | = 1. colosinan disabehty - = Own network
Disablity i Slty
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3.4. Progression of claims

The following table shows the pro
occurrence until the close of 2017 and 2016. It also shows the breakdown per ye
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provision for outstanding claims related to this insurance for the two periods.

2017

Yearof Trends i claim costs in the years after year of occurrence
occurrence item Yearof
of claims occurrence | | later |2 years later |3 years later | 4 years later | 6 yearslater | § years later | 7 years (ater | 8 years later | 8 years tater ";:a’:“:':l:”
Pandeg provision 7,654.42 3,660.53 2,343.33 148356 1,012.25 700.47 518.58 365.00 324.12 29101 283 88
2::;:: Comuatvepayments | 31,989.54 | 3530058 | 3636038 | 3718532 | 3758253 | 3782795 | 37.96414 | 3807388 38,103.41 | 38187.35 | 3823513
ToTALCOST 3964396 | 3896111 | 3870371 | 3866888 | 3859478 | 3assaz | 3sas272 | 3843838 | 35.427.53 3847836 | 38519.01
Pendig provision 2,639.48 1,093.78 625.69 414.13 309.67 245.53 189.03 154.70 137.90 12231
2008 |Cumuatve payments | 3.950.73 5,366.36 5,738.64 5,939.08 6,042.33 6,106.66 6.149.44 6.187.90 6.219.15 6.250.00
ToTAL COST 6,590.21 6,460.14 6,364.33 6,353.21 6,352.00 6,352.19 6,338.87 6,342.60 6,357.05 6,372.31
P anding provision 2,483.01 886.97 523.23 319.78 241.77 167.16 144.77 114.98 94.65
2009 |Cumuivepayments | 4,230.48 5,601.39 5,916.67 6,098.51 6,186.08 6,252.92 6,297.22 6,352.88 6,375.80
TOTALCOST 6.713.49 6,488.36 6,439.90 6,418.29 6,427.85 6,420.08 6.441.99 6,457.86 6,870.45
# endeg provision 2,869.67 1,108.00 656.56 38249 256.88 184.16 147.50 113.38
2010 |Cumuiatvepayments | 4,946.56 6.655.48 7.072.88 7,376.77 7,506.20 7,587.84 7,676.68 7,702.39
TOTALGOST 7,816.23 7,763.48 7,729.44 7,759.26 7,763.08 7,772.00 7.824.18 7.815.73
P ending pravison 2,322.88 838.62 510.93 32631 244.65 181.01 153.00
2011 |Cumuiatve payments | 4,837.08 6,321.07 6,704.10 6,890.35 6,983.62 7,085.54 711837
TOTALCOST 7,159.96 7,159.69 7,215.03 7,216.66 7.228.27 7,266.55 727137
Pendng pravision 2,535.89 915.44 508.92 341,54 266.60 202.67
2012 [Cumustve payments | 4,533.04 6,116.82 6,520.18 6,728.37 6,853.16 6,925.31
TOTALCOST 7.068.93 7,032.26 7,029.10 7,069.91 7.119.76 722798
P anding provision 2,621.53 992.36 592.89 37711 259.20
2013 |Cumuatvepayments | 4,780.18 6.414.34 6.868.41 7,098.88 7,027
| TOTAL COST 7.401.71 7,406.70 7,461.30 7,475.99 7,461.37
[ Pending pravision 2,824.23 1,084.91 612.84 389.85
2014 |cumuatnepayments | 5,110.13 6,978.68 7,410.44 761801 |
TOTAL COST 7,934.36 8,063.59 8,023.28 a,ooaﬂ
Pending provision 2,935.01 115865 712.46
2015 |Cumuiatvepayments | 5.486.79 7,298.98 7,753.61
ToTALCOST 8,421.80 8,457.63 8,466.07
Pendng provision 3,168.83 151052
2016 |Cumulstne payments | 5,463.50 7,266.38
TOTAL COST 8,632.33 8,776.90
Fending provison 4,061.33
2017 |Cumusivapayments | 5,683.30
| TOTAL COST 9,704.63
Figures i millions of ewros
December 31, 2017
Year of cccurrence
Item 2007 and
2017 2016 2015 2014 2013 2012 2011 2010 2009 2008 it Total
Provisonfor outstandeg
clons NomLe dwect 4,06133 1,510.52 712.46 389.85 259.20 202.67 153 00 113.34 94.65 12231 283 88 7,90321
nsuance

Figures i milwns of euros

The English version is only a translation of the original in Spanish for information purposes. In case of discrepancy, the
Spanish version shall prevail.
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Trends In clalm costs In the years after year of occurrence
Year of Year of
occuirence Item Gecurrence More than 9
of claims 1yearlater |2 yearsiater |3 years later 4 years later | 5 years later | § years later | 7 years later | 8 years later | 9 years later years later
Pending provision 7,159.07 3,539.27 2,184.63 1,400.56 943.95 628.82 463.98 341.22 245.16 211.33 209.11
2::::’:: Cumulatve payments |  28,870.77 31,907.07 32,943.48 33,564.88 34,052.32 34,265.18 34,390.60 34,485.47 34,551.97 34,566.33 34,616.43
TOTALCOST 36,029.84 35,446.34 35,128.11 34,965.44 34,996.27 34,894.00 34,854.58 34,826.69 34,797.13 34,777.66 34,825.54 J
Fanding provison 2,847.41 1,114.48 706.07 418.83 313.43 222.31 175.04 127.24 121.32 121.93
2007 Cumutative payments 3,747.62 5,187.17 5,560.42 5,843.12 5,952.91 6,027.82 6,062.50 6,102.83 6,120.21 6,129.88
TOTALCOST 6,595.03 6,311.65 6,266.49 6,261.95 6,266.34 6,250.13 6,237.54 6,230.07 6,241.53 6,251.81
Fanding provision 2,744.50 1,131.16 645.10 425.62 316.56 251.32 193.03 159.74 142.02
2008 Cumulative payments 4,133.04 5,604.41 5,986.07 6,194.33 6,301.98 6,363.52 6,414.09 6,454.01 6,488.89
TOTALCOST 6,877.54 6,735.57 6,631.17 6,619.95 6,618.54 6,620.84 6,607.12 6,613.75 6,630.91_J
T Pending provision 2,589.38 908.78 542.89 332.20 253.96 174.64 151.97 121.68
2009 Cumulative payments. 4,500.23 5,818.96 6,135.05 6,318.17 6,409.32 6,479.47 6,526.04 6,573.14
TOTAL COST 7,089.61 6,727.74 6,677.94 6,650.37 6,663.28 6,654.11 6,678.01 6,694.82
Fending provision 3,003.31 1,155.81 685.40 403.12 270.00 196.08 156.15
2010 Cumulative payments 5,184.43 6,927.90 7,344.64 7,654.59 7,788.57 7.872.09 7,936.35
| TOTALCOST 8,187.74 8,083.71 8,030.04 8,057.71 8,058.57 8,068.17 8,092.50
Panding provison 2,436.14 882 15 542.07 346.31 261.63 154.01
2011 Cumulativs payments 5,054.53 6,558.63 6,915.80 7,107.21 7,203.08 7,221.77
TOTALCOST 7,490.67 7,440.78 7,457.87 7,453.52 7,464.71 7,415.78
Pending provision 2,673.73 968.63 538.34 364.23 283.74
2012 Cumulative payments 4,732.96 6,358.57 6,762.18 6,974.57 7,021.98
TOTALCOST 7,406.69 7,327.20 7,300.52 7,338.80 7,305.72
Pending provision 2,764.79 1,052.55 635.16 400.04
2013 Cumulative payments 4,990.41 6,665.69 7,127.38 7,340.08
TOTAL COST 7,755.20 7,718.24 7,762.54 7,740.12
Fending provision 3,017.74 1,164 71 653.97
2014 Cumutative payments 5,380.16 7,341.29 7.,783.04
TOTALCOST 8,397.90 8,506.00 8,437.01
ding provision 3,121.35 1,276.35
2018 Cumulative payments. 5,792.85 7,718.38
TOTALCOST 8,914.20 8,994.73
Panding provision 3,481.21
2016 Cumutative payments. 5,838.69
TOTALCOST 9,319.90
Figures in milllons of suros
December 31, 2016
Year of occurrence
item 2006 and
2016 2015 2014 2013 2012 2011 2010 2009 2008 2007 previous Total
Provision for outstanding
:':uﬂ:r::"-l-“ml 3,481.23 1,276.35 653.97 400.04 283.74 154.01 156.15 121.68 142.02 121.83 209.11 7.040.23

Figures in millions of euros

As shown in the tables above, the overall percentage of claims attributable to ceded reinsurance is 30.52

percent and 21.28 percent for 2017 and 2016, respectively.

Information about the progression in accepted reinsurance claims per year of occurrence is not provided
since as a general rule the ceding companies use accounting methods other than the year of occurrence. In

accordance with the studies undertaken for accepted reinsurance, the technical provisions are adequate.

The English version is only a translation of the original in Spanish for information purposes. In case of discrepancy, the
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6.15. PROVISIONS FOR RISKS AND EXPENSES

The following tables show the movements of provisions for risks and expenses in the last two years.

e
[ Adjustments to Inflows Outflows
ni Changes to the
Item ‘::Iean:: the opening S8 Allocated | Increased value Applied Reversed | Closing balance
balance provisi on discount provisions provisions
Provision for tax to be paid 363.76 (46.50} - 3.98 15.71 {4.46) - 332.49
Reserve for payments of liquidation 18.91 0.39) . 1258 . (14.61) . 16.49
agreements
Provisions for restructuring 32.84 - - 4.11 - {32.84) - 411
Ottieriprovs onstonistaff:retated 186.66 (2.45) 133 105.23 0.02 (88.56) (3.22) 199.01
commitments
Other provisions 150.58 (17.76} - 54.20 12.48 (82.35) (7.49) 109.66
TOTAL 752.75 {67.10) 133 180.10 28.21 I (222.82) {10.71) | 661.76
1
Figures In millions of euros
2016
. Adjustments to Inflows Outflows
1 s e opening, | C12T6SS tothe ; Closing balanc
tem balance the opening scope Allocated Increased value Applied Reversed osing balance
balance provisions on discount provisions provisions
Provision for tax to be paid 275.16 68.12 (0.08) 5.08 22.28 (6.48) 0.32) 363.76
R f liquidati
eserve for payments of liquidation 17.41 0.21 - 13.37 - (11.81) (027) 18.91
agreements
Provisions for restructuring 5.75 - - 20.84 10.89 {4.64) - 32.84
Oth isi taff-relat:
ther provisions on staff-related 195.15 (111) (0.58) $4.20 130 (58.86) (3.44) 186.66
commitments
Other provisions 203.56 {12.33) - 69.42 2.66 {103.92) (8.81) 150.58
TOTAL 697.03 54.89 {0.66) 162.91 3713 {185.71) {12.84) 752.75

Figures in millions of eurcs

The provisions for risks and expenses include the estimated amounts of tax debts, settlement agreement
payments, restructuring, employee incentives and others derived from the activities and inherent risks of the
Group companies, which will be paid in the coming years.

The estimates of the amount provided and the period in which the provisions will be liquidated are affected
by uncertainties regarding the ruling on filed appeals and performance of other parameters. it was not
necessary to design assumptions regarding future events in order to determine the value of the provision.
Potential provision reimbursement is not expected.

At December 31, 2017 and 2016 the heading “Provision for taxes” included tax liabilities amounting to
299.14 and 331.57 million euros, respectively, related to the tax contingencies that the Brazilian insurance
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companies have with the tax authorities in that country, pending the decision by the Brazilian Supreme
Court. These contingencies refer to the taxes known as COFINS (tax contribution used to fund social security)
amounting to 294.15 million euros (325.97 million euros at December 31, 2016) and the Social Integration
Program (PIS) amounting to 4.99 million euros (5.60 million euros at December 31, 2016). These
contingencies have arisen due to discrepancies in the interpretation by the Brazilian government and the
business sector of the regulation regarding the taxation that applies to the companies' turnover.

The Group is currently involved in legal proceedings with the Brazilian tax authorities in connection with the
enforceability of the aforementioned CONFINS and PIS taxes, regarding non-operating finance income, in the
amount of 170.14 and 171.17 million euros at December 31, 2017 and 2016, respectively. Given the current
uncertainty in case law regarding whether the PIS and CONFINS calculation base should be extended to
include non-operating finance income, as well as the existence of a ruling by the Brazilian National Treasury
General Attorney's Office that is favorable to the insurance companies, both the Group and its advisors
classify the loss risk as possible.

The Group is currently immersed in legal proceedings against the Brazilian broker “Proposta Corretora”
regarding its intervention in a guarantee bankruptcy insurance contract. The broker is claiming 123 million
reales (30.94 million euros). MAPFRE has won the first instance lawsuit and the case is currently at the
appeal stage. The Group has classified the loss risk as possible.

“Other provisions” for 2017 and 2016 include the contingent payments arising from business combinations,
which include the variable part of the price of the business combination that directly depends on the
achievement of certain targets linked to the performance of each of the businesses acquired, amounting to
22.66 and 51.40 million euros at December 31, 2017 and 2016, respectively.

The embedded value was taken into account for the calculation. At each reporting date, the amount of the
contingent benefit is reevaluated, recognizing any differences with the previous valuation.

Payments are made in full as from the reference date for the calculation of the embedded value, projected
for 2017 to 2021 in accordance with the contracts signed with the sellers in each business combination.

6.16. DEPOSITS RECEIVED ON CEDED AND RETROCEDED REINSURANCE

Deposits on ceded and retroceded reinsurance represent guarantees given to reinsurers in line with the
reinsurance coverage contracts entered into pursuant to usual business practices. These deposits accrue
interest to be paid and the average renewal period is usually quarterly. The liquidation of the
aforementioned interest is performed quarterly.

6.17. DEBT

The balances included in the headings "Due on direct insurance and co-insurance operations”, "Due on
reinsurance operations”, "Tax liabilities" and "Other debts" do not accrue payable interest and generally
their liquidation is performed in the following year. In the current year, the Brazilian subsidiary has cancelled
a provision for the amount of 102.90 million euros, initially established to cover possible expenses of various
natures, and which to December 31 did not represent any obligation for the Group.
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6.18. REVENUES AND EXPENSES FROM INVESTMENTS

The breakdown of revenues and expenses from investments for fin

below:

Revenues from investments

Revenues from investments from: Financlal revenues from other Totat
item Operations Equity activities
2017 2016 2017 2016 2017 2016 2017 2016
REVENUES FROM INTEREST, DIVIDENDS AND SIMILAR
Real estate investment
Rentals w76 4351 219 21 1205 1432 5500 6505
Other 042 a4 - - E 203 386 247
from the held y portfol
Fixed income 198 95 23595 083 054 223 001 20201 23690
Other .nvestments 255 394 01 007 266 401
Revenue from the available-for-sate portfolio 1,169 24 1,287 81 6751 7142 s14 337 1,22189 1,362 60
Revenue from the trading portfolio 37208 32267 073 039 3738 008 41019 32314
Other finanaal retums 175 36 17163 7150 5566 1651 3445 26337 26175
TOTAL REVENUE 1.939.36 207095 142,57 130.70 7675 54.27 2,158.58 2,255.92
REALIZED AND UNREALIZED GAINS
Net realized gains
Real estate investment 4914 11609 457 575 1651 459 7022 12643
Financial investments portfolio available forsale 287 64 32079 2454 5733 198 370 31416 381.82
Financ:al investments trading portfolio 2863 576 551 283 048 749 3462 16.08
Other 2 240 037 206 139 2089 387 45.35
Unrealized gains
I,:!:lr:ads:“::l:vsvalue of the trading portfolio and earnings = he T7%6 <15 - B . Y
Other 326 1165 (0.01) 0.33 051 359 1215
TOTAL GAINS 42452 532.84 52.40 7B1 2034 37.18 491.76 643.13
TOTAL REVENUES FROM INVESTMENT 2,363.88 2,603.79 195.27 203.81 97.59 9145 2,656.74 2,899.05
Figures m milllons of euros.
Expenses from investments
Expenses from Investments from: Financisl expenses from other ]
tem Operations Equity activities
2017 2016 2017 2016 2017 2016 2017 2016
FINANCIAL EXPENSES
Real estate investment
Direct operational expenses 2348 2484 120 2348 2604
Other expenses 6.35 FEN 00 0.03 919 1151 1563 1588
Expenses from held-to-matunty portfolio
Fixed income 0.98 33 001 039 0o 099 a7s
Other investments 012 0.12
Expenses from the portfolio available for sale 12411 217.34 3119 2384 098 156.28 24118
Expenses from the trading portfolio: 13979 95.96 0.20 10.01) 139.99 9595
Other financial expenses 168.31 13058 247 ERY 8644 60.26 257.22 194.05
TOTAL EXPENSES 463.02 476.53 33.96 267 96.61 nm 593.59 576.97
REALIZED AND UNREALIZED LOSSES
Net reahized losses
Real estate investment 6.00 406 002 0.39 028 0.10 6.30 455
financial investments portfolio available forsale 5427 6967 3.60 9.72 0.24 062 58.11 80.01
Financial investmeats trading portfolio 1687 5.93 029 17.18 593
Other 209 1284 0.10 0.32 131 1144 350 2460
Unrealized losses
::;a::e;n fairvalue of trading portfolia and fosses in 53 144 687 001 91.40 145
Other 102 0.89 0.02 137 0.2 239 113
TOTAL LOSSES 164.78 9433 10.88 1045 3.20 1239 178.86 117.67
TOTAL EXPENSES FROM INVESTMENT 62700 571.36 “s 3942 99.81 8416 77245 694.64

Figuras i mrions of eures
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The expenses arising from investment portfolios mainly stem from financial swaps related to insurance
operations.

6.19. OPERATING EXPENSES

A breakdown of net operating expenses by use and nature, for the last two financial years, is shown below.

Operating expenses by destination

Item 2017 2016
Claims-related expenses 855.71 881.58
Acquisition expenses 4,924.74 4,748.03
Administration expenses 760.01 770.33
Expenses from investments 672.64 610.48
Other technical expenses 129.57 118.05
Other non-technical expenses 114.33 130.57
Operating expenses from other activities 489.79 498.57
TOTAL 7,946.79 7,757.61

Figures in millions of euros

Operating expenses by nature

Item 2017 2016
Commissions and other portfolic expenses 3,880.42 3,705.18
Personnel expenses 1,784.86 1,783.93
External services
- Leasing (shops and buildings) 98.94 93.27
- Repairs and upkeep (shops and buildings) 79.83 80.93
- Leasing and repairs (computer equipment) 58.72 52.99
- Leasing and repairs (computer a pplications) 173.81 165.20
. Other services {computer applications} 140.23 152.85
- Supplies (communications) 21.67 53.72
- Advertising and marketing 135.34 159.31
- Publicrelations 45.66 47.15
- Independent professional services 164.16 144.39
- Otherservices 403.87 313.80
Taxes 213.24 212.73
Provision for amortization 293.37 283.30
Expenses posted directly to use 452.67 508.86
TOTAL 7,946.79 7,757.61

Figures in millions of euros

The income statement reflects expenses by use, i.e., based on the function the expenses fulfill in the
operational cycle of the insurance activity (claims-related expenses, the acquisition of insurance contracts,
administration, investments or other technical items).
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Expenses are initially recognized according to their nature, and are reclassified according to their use in
those cases in which the nature and use are not the same. The reclassification performed in the subject
headings is as follows:

1)

2)

3)

Claims-related expenses. Includes expenses for personnel assigned to claims management, amortization
and depreciation of fixed assets assigned to this activity, fees paid for claims management and expenses
incurred for other services necessary for processing claims.

Net operating expenses. Included in this heading are:

- Acquisition expenses. Includes commissions, expenses for personnel assigned to production,
amortization and depreciation of fixed assets assigned to this activity, expenses for analyzing and
processing policy applications and formalizations, as well as advertising, publicity and commercial
organization expenses directly related to the acquisition of insurance contracts.

- Administration expenses. These primarily include expenses for personnel assigned to these
functions and amortization and depreciation of fixed assets assigned to this activity, as well as
expenses deriving from contentious matters related to premiums, from processing refunds and
from ceded and accepted reinsurance.

- Commissions and participations in reinsurance. Includes compensation from reinsurers to the
ceding companies for acquisition and administration expenses incurred by the latter, as well as
their participation in the profits of the reinsurer.

Expenses from investments. Includes expenses for personnel assigned to managing investments,
charges to amortization and depreciation of fixed assets assigned to this activity, and other internal and
external expenses for managing investments, with external expenses including fees, commissions and
brokerage fees accrued.

Expenses from investments are classified as from operations or from equity depending on whether they
derive from investments corresponding to technical provisions (operating investments) or from
investments corresponding to the company's equity (equity investments).
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6.20. RESULT FROM CEDED AND RETROCEDED REINSURANCE

The result from ceded and retroceded reinsurance for years 2017 and 2016 is the following:

r Fend Norr-Life Life Total

2017 2016 2017 2016 2017 2016
Premiums (3,879.60) (3,404.09) (184.84) (189.77) (4,064.44) (3,593.86)
Change in the provision for unearned 347.17 (87.17) (12.31) (8.12) 334.86 (95.29)

premiums and unexpired risks

Claims paid and change in the

. . 2,781.77 1,581.64 99.42 105.79 2,881.19 1,687.43
provision for claims
Change in mathematical provision and

. L .94 .28 4.27 1.10
other technical provisions (033) (138) (3.94) 0. (4.27) (1.10)
Participation of reinsurance
participation in commissions and 515.30 477.13 41.73 41.26 557.03 518.39
expenses
1 |

Result of ceded and retroceded reinsurance (235.69) (1,433.87) (59.94) | (50.56) {295.63}) (1,484.43)

Figures in millions of euros

The increase in “Claims paid and change in the provision for claims” in 2017 for ceded and retroceded
reinsurance is primarily due to the impact of the catastrophic events occurring in 2017, among which stand
out hurricanes Harvey, Irma and Maria, the earthquakes in Mexico, and Coastal El Nifio. The net impact
(retained loss after tax and non-controlling interests) of these natural catastrophes on the “Result for the
period attributable to the controlling Company” reaches 183.80 million euros.

6.21. FISCAL SITUATION

Fiscal consolidation regulations
e Taxon profits

Since the financial year 1985, some of the consolidated companies with registered offices in Spain have been
included for corporation tax purposes in Fiscal Group 9/85. This Group is made up of the controlling company
and those of its subsidiaries that are eligible for this tax regime. A list of the subsidiaries included in this fiscal
Group in 2017 is provided in Annex 1 of this report.

¢ Value Added Tax

Since the financial year 2010, and for the purposes of value added tax, some of the consolidated companies
with a registered address in Spain have been included in the VAT Group 87/10, formed by MAPFRE S.A. as
the controlling company and those of its controlled companies that agreed to join the Group when it was
created. A list of the subsidiaries that form part of this Group in 2017 is provided in Annex 1 of this report.
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Components of tax on profits expenses and reconciliation of the book result with the tax cost of ongoing
activities

Shown below for the financial years ending December 31, 2017 and 2016 are the main components of the
tax on profits expenses from ongoing activities and the reconciliation between the tax on profits expenses
and the product of multiplying the book result by the applicable tax rate. The Group has reconciled the
amounts by aggregating reconciliations made separately using the national rates of each country.

Amount
item —
Year 2017 Year 2016
Tax expense
Result before taxes from ongoing operations 1,508.71 1,805.18
25 percent of result before taxes from ongoing operations 377.18 451.30
Tax effect of the permanent differences (86.51) (41.30)
Tax incentive for the financial year (18.79) (30.80)
Tax effect of tax rates other than 25 percent 156.19 187.98
Total expense from current tax originatingin the financial year 428.07 567.18
Expense from current tax originatingin previous years (17.01) (7.23)
Receivables from negative taxable income not recognized from previous periods, deductions (0.71) 0.03)
pending application or temporary differences
TOTAL TAX EXPENSES OF ONGOING OPERATIONS 410.35 559.92
Tax on profits to be paid
Withholdings and advance payments (420.52) (521.78)
Temporary differences and currency conversion differences 42.32 83.22
Tax receivables and incentives applied, registered in previous years (6.04) (8.37)
Tax on earnings for discontinued operations - -
TOTAL TAX ON PROFITS TO BE PAID (RECEIVABLE) ORIGINATING IN THE YEAR 26.11 112.99
Tax on profits receivable from previous financial years (1.50) (47.89)
NET TOTAL TAX ON PROFITS TO BE PAID (RECEIVABLE) 24.61 65.10

Figures in millions of euros

Deductions for double taxation are not taken into account in the above table since they are mainly related to
dividends collected from subsidiaries eliminated in the consolidation process.

In 2017, the “Expense from current tax originated in previous years” includes the reduction in tax liabilities
for subsidiaries in the United States, coming from the reduction of the tax rate included in the tax reform
approved in this country, for the amount of 37.80 million euros.
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Deferred tax assets and liabilities

el L e e ———

At December 31, 2017 and 2016 deferred tax assets and liabilities were shown on the consolidated balance
sheet for the net amount corresponding to each of the Group's tax-paying companies. They currently stand
as follows:

Item 2017 2016
Deferred tax assets 296.81 335.32
Deferred tax liabilities (588.04) (730.71)
Asset (Liability) net {291.23) (395.39)

Figures in millions of euros

in addition to the deferred tax assets recorded in 2017 and 2016, shown in the above table, there are other
deferred tax assets deriving from tax loss carryforwards pending offset, amounting to 31.07 and 22.26
million euros, respectively. These assets were not recognized, in accordance with the criteria established
under EU-IFRS.

The following tables show the movements in the net balance of deferred taxes in the financial years 2017
and 2016, with a breakdown of the amounts related to items directly debited or credited to equity accounts
in each financial year.

Adjustments to From
Cha the
Item Opening balance the opening pessito Settied Clasing balance
batance e Results Equity
Portfolio acquisition expenses and other acquisition (423.36) 4472 . 50.03 N 451 (315.10)
expenses
valuation difference in financial investments (1,337.62) 15.78 - 53.27 71.22 0.57 (1,196.78)
Other comprehensive and expenses (19.07) 0.84 (0.22) 2.47 32 {16.30)
Valuation di i t 1
aluation |ﬂer?nr,e in mathematical provisions by 105239 (1.45) . (9.40) (10063} (9.62) 931.29

shadow accounting
Stabilization and catastrophe provision {182.28} 231 - 143 - 22.25 (156.29)
Other technical provisioas 104.93 (7.52) - (27.06) - - 70.35
Taxreceivables on negative taxable income 70.64 (6.27) - 29.59 - (25.85) 68.11
Receivables on taxincentives 27.39 . . 18.79 - (18.39) 27.79
Pension complements and other staff-related

47.51 0.20 = 8.42 . (4.74) 51.39
commitments
Reserves foruncoliected premiums 23.63 (0.89) - 275 - (6.48) 15.01
Prowisions forliabilities and others 42.96 (0.30) - 310 - {7.75) 38.01
Tax receivables derived from PIS, COFINS and REFIS

82. .. b .| = - 139.81
(Note 6.15) 182.19 (23.58) (18.80}
Otheritems 15.30 9.41 0.01 30.42 0.02 (7.68} 47.48
TOTAL 1 (395.39) 33.25 (0.21) 154.01 {29.39) 1 (53.50) (201.23) |

Figures in millions of euros
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Adjustments to From
Chai to the
item Opening balance the opening n::s Settled Closing balance
palance il Resuits Equity

Portfolio acquisition expenses and other acquisition (388.29) (66.25) ~ (3.75) . 34.93 (423.36)
expenses
valuation difference in financial investments {1,291.85}) 2.39 - 62.89 {139.00) 27.95 (1,337.62}
Other comprehensive revenue and expenses (23.09) 4.03 - (0.31} - 0.30 (19.07)
Valuation differ(?nce in mathematical provisions by 994.02 18.40 . (6.34) 7856 (31.75) 1,052.39
shadow accounting
Stabilization and catastrophe provision (201,57} 2.04 - 14.89 - 2.36 (182.28)
Other technical provisions 100.83 251 - 1.59 - - 104.93
Tax receivables on negative taxable income 38.83 0.02 - 40.16 - {8.37} 70.64
Receivabies on taxincentives 23.45 0.02 - 30.80 - (26.88) 27.39
Pensi I E

ensu_m complements and other staff-related 37.20 162 ~ 236 ~ (267) 4751
commitments
Reserves for uncollected premiums 19.48 372 - 7.25 - {6.82) 23.63
Provisions for liabilities and others 70.39 {7.01} - 2217 - (42.59) 42.96
Taxreceivables derived from PIS, COFINS (Note 6.15) 183.01 {7.84) - 7.02 - = 182.19
Otheritems {17.04) =) = 11.69 == 20.65 15.30
TOTAL {454.63) (43.35) - 195.92 {60.44) (32.89) (395.39)

Figures in millions of euros

At December 31, 2017 deferred tax assets and liabilities maturing in less than 12 months amounted to 63.00
and 55.63 million euros, respectively (89.06 and 87.58 million euros, respectively, in 2016).

Negative taxable income

The negative taxable income pending set-off in fully consolidated companies at the close of the last two
periods are shown below:

Amount of negative tax bases Deferred tax assets
Year generated Applied in the financial year Pending application Amount recorded Amount not recorded
2017 2016 2017 2016 2017 2016 2017 2016
2010 and previous 0.10 2.28 11.56 11.77 0.08 0.19 2.52 3.54
2011 339 - 5.62 9.66 - 0.85 1.17 130
2012 498 3.48 9.66 17.95 0.54 2.08 1.64 239
2013 0.06 - 5.71 6.58 - 0.03 1.14 1.30
2014 0.51 - 17.44 17.95 3.29 313 2.63 3.25
2015 1.49 1.50 59.73 105.02 11.23 2413 589 7.82
2016 1.04 - 125.97 140.93 23.37 40.16 10.02 2.66
2017 - - 144.05 = 29.59 - 6.06 .
Total 11.57 7.26 379.74 309.86 68.10 70.63 31.07 22.26

Figures in millions of euros

Assets accounted for in relation to deferred taxes on negative tax bases pending set-off in consolidated
companies represent negative tax bases generated as a result of unusual management events, and future tax
profits are likely to exist against which they may be offset.
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Tax incentives

The tax incentives of the fully consolidated companies for 2017 and 2016 are as follows:

Al fied in the financial
molint ps Iee: e nanct Amount pending application Amount not recorded
Module Y
2017 2016 2017 2016 2017 2016
Double taxation deduction 7.94 4.90 - 2.55 - =
Creation ofemployment 0.16 0.30 - - - =
Minimum alternative tax (USA) 0 - 27.54 24.82 - -
Other 10.3 17.14 0.25 0.02 - =
Total 18.40 22.34 27.79 27.39 - - _]

Figures in millions of euros

in 2017 and 2016 consolidated tax group no. 9/85 made use of the reduction for capitalization reserve
contemplated in Article 25 of the Corporate Income Tax Act 27/2014, giving rise to a decrease of 0.47 million
euros in 2017 (2.36 million euros in 2016) in the consolidated tax payable.

To enjoy this tax benefit, there must be an increase in shareholders’ equity in the period and this increase
must be maintained for a period of 5 years, and a reserve must be created amounting to 10 percent of said
increase, which will be restricted for the same 5-year period.

The Group's controlling company met this requirement in 2016 with a charge to the freely-distributable
reserves existing on its balance sheet at December 31, 2016. The Group's controlling company will meet this
requirement in 2017 with a charge to the freely-distributable reserves existing on its balance sheet at
December 31, 2017.

Shareholders’ equity and allocated reserves in the last three periods, subject to the maintenance
requirement, are as follows:

Year ncrEgEe (i Restricted reserve
Shareholder Equity

2015 324.90 35.00

2016 94.70 12.00

2017 18.57 1.86

Figures in millions of euros

Verification by tax authorities

In accordance with current legislation, the statements made for the different taxes may not be considered
final until they have been inspected by the tax authorities or until the expiration period has elapsed (four
years for Spanish companies).
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As a result of the inspections initiated on February 17, 2012 relating to the corporate income tax returns of
Tax Group 9/85 for the financial years 2007 to 2009, which affected MAPFRE S.A., as the controlling
company, as well as MAPFRE ASISTENCIA, COMPARIA INTERNACIONAL DE SEGUROS Y REASEGUROS, S.A.
(years 2007-2009), MAPFRE GLOBAL RISKS S.A. (years 2008 and 2009), MAPFRE VIDA S.A. DE SEGUROS Y
REASEGUROS SOBRE LA VIDA HUMANA (2008 and 2009) and MAPFRE ESPANA COMPARNIA DE SEGUROS Y
REASEGUROS, S.A., a notice of disagreement was signed for the sum of 5.54 million euros relating to the
deduction of research and development and technological innovation expenses and an appeal has been filed
with the Central Economic Administrative Court. A ruling is currently pending in this matter.

A notice of disagreement was also signed for "Withholdings on earnings" in 2008 and 2009, for a total
amount of 0.49 million euros, as well as for "Withholdings on investment income™ in 2008 and 2009, for 5.38
million euros, affecting MAPFRE VIDA and MAPFRE ESPANA, and appeals have been filed with the Audiencia
Nacional (National Court of Appeals).

As a result of the limited-scope inspections initiated on June 23, 2014 against MAPFRE ESPANA and MAPFRE
VIDA, notices of disagreement were signed for "Withholdings on investment income" for 2010 to 2013, in
connection with certain risk and savings insurance, and appeals have been filed with Audiencia Nacional
(National Court of Appeals). Moreover, on May 10, 2016 notices of disagreement for the same concept were
signed regarding the year 2014 and MAPFRE VIDA and BANKIA MAPFRE VIDA. The payments were made to
the Spanish tax authorities but appeals were filed with the Central Economic Administrative Court and are
pending a ruling on the complaints.

On December 4, 2017 MAPFRE S.A. received notification, as the controlling company of consolidated tax
Group number 9/85, the initiation of inspection activity for corporate income tax pertaining to years 2013 to
2016. Likewise, and in reference to Value Added Tax, they received notification as representative of VAT
Group number 87/10, the initiation of confirmation activity for the years 2014 to 2016. In reference to
MAPERE ESPANA, the activity extend to the rest of the taxes the company is subject to for the years 2014 to
2016, and in the case of MAPFRE VIDA, MAPFRE RE, MAPFRE GLOBAL RISKS, and MAPFRE TECH to
withholdings on earnings for the years 2014 to 2016.

On November 6, FUNESPANA, S.A. received notification, as the controlling company of tax consolidation
Group number 97/13, of the initiation of inspection activity for corporate income tax pertaining to the years
2013 and 2014, which in the case of Value Added Tax and withholdings on earnings the companies ALL
FUNERAL SERVICES and FUNEMADRID are also affected, for the period November 2013 to December 2014.

Consequently, at December 31, 2017 all taxes relating to years 2014 to 2017 of the consolidated companies
were open to inspection, as were the corporation tax for 2013 and withholdings on investment income for
2010 to 2012 in the case of MAPFRE ESPANA and MAPFRE VIDA.

At December 31, 2017 the view of the administrators and advisors of the consolidated companies regarding
the possibility of tax liabilities arising and significantly affecting the financial position of the consolidated
companies was remote.

91
The English version is only a translation of the original in Spanish for information purposes. In case of discrepancy, the

Spanish version shall prevail.



MAPFRE S.A. AND SUBSIDIARIES

6.22 REMUNERATION FOR EMPLOYEES AND ASSOCIATED RETIRED EMPLOYEES

Personnel expenses

The personnel expenses breakdown for the last two years is shown in the table below:

{tem Amount
2017 2016

Short-term remuneration

Wages and salaries 1,234.93 1,211.75

Social security 243.19 235.39

Other remuneration 207.51 254.38
Post-employment benefits 35.65 23.48
Other long-term remuneration 3.29 18.98
Termination payments 60.28 39.95
TOTAL 1,784.86 1,783.93

Figures in millions of euros

Main post-employment benefits

Defined benefit plans

The main defined benefit plans in force throughout the Group, all of which are instrumented through
insurance policies, are measured pursuant to the provisions described in the accounting policies, and are
those where the benefit is determined according to end salaries, with the benefit paid as a life annuity,
subject to review in line with the annual consumer price index (CPI).

In relation to the amounts recognized on the balance sheet, the obligations regarding defined benefit plans
amounted to 47.28 and 48.45 million euros at December 31, 2017 and 2016, respectively, fully externalized
through written policies with MAPFRE VIDA. Consequently, no assets allocated to these plans are recognized
and the liability recognized on the consolidated balance sheet is recorded under the heading "Provisions for
life insurance".

There are also obligations relating to pension commitments, externalized through allocated insurance
policies, amounting to 12.71 and 12.93 million euros at December 31, 2017 and 2016, respectively. These
amounts coincide with the value of the assets allocated to the plan.

Settlement of the current value of the obligation

The reconciliation of the current value of the debenture arising from defined benefit plans in the last two
years is shown below:
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Item 2017 2016
CURRENT DEBENTURE VALUE AT JANUARY 1 61.38 63.97
Interest cost 2.48 2.53
Actuarial gains and losses 1.07 1.27
Benefits paid (3.92) (4.01)
Otheritems (1.02) (2.38)
CURRENT VALUE AT DECEMBER 31 59.99 61.38

Figures in millions of euros

Reconciliation of the opening and closing balances of the assets allocated to the plan and reimbursement
rights

The following table shows the reconciliation of the opening and closing balances of the assets allocated to
the plan and the reimbursement rights for the last two years.

Item 2017 2016
VALUE OF ASSETS ALLOCATED TO THE PLAN AND REIMBURSEMENT 61.38 63.97
RIGHTS ATJANUARY 1 : :
Expected return of assets allocated to the plan 2.48 2.53
Actuarial gains and losses 1.07 1.27
Benefits paid {3.92) (4.01)
Otheritems {1.02) (2.38)
VALUE OF ASSETS ALLOCATED TO THE PLAN AND REIMBURSEMENT 59.99 61.38
RIGHTS AS OF DECEMBER 31 ’ )

Figures in millions of euros

The assets assigned to the aforementioned policies correspond to equity and debt instruments whose value
is determined almost entirely by listed prices in active markets.

The following table shows the amounts recognized in the consolidated income statement for 2017 and 2016.

item 2017 2016
Interest cost 2.48 2.53
Expected return of assets allocated to the plan (2.48) (2.53)

TOTAL EXPENSE RECOGNIZED EXPENSE IN INCOME STATEMENT - =

Figures in millions of euros

The expected rate of return is determined based on the type of guaranteed yield in allocated insurance
policies.

The actual return on assets allocated to the plan, and on the investments allocated to cover the
mathematical provisions, amounted to 2.48 and 2.53 million euros in 2017 and 2016, respectively.
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The main actuarial assumptions used at the end of both years were the following: mortality tables PERM/F-
2000, annual CPI of 3 percent in both years, the discount rates and the expected return of allocated assets
being identical since these are products with flow matching.

No contributions to the aforementioned defined benefit plans are envisaged for 2018.
Other post-employment benefits

In 2017 and 2016 the personnel expenses correspond to Life insurance covering death between ages 65 and 77,
amounting to 1.40 and 1.24 million euros, respectively.

Other medium-term remuneration and share-based payments

e In 2016, the Board of Directors approved a new medium-term incentive plan valued and recognized in the
income statement in line with the valuation rule in Note 5.19 “personnel expenses”.

The personnel expenses recorded in the consolidated income statement for this plan amounted to 2.91
million euros a 2017 (19.12 million euros in 2016), with 10.84 million euros recognized at December 31,
2017 under liabilities as the remuneration amount to be settled in cash (9.44 million euros at December 31,
2016), and 10.09 million euros recognized at December 31, 2017 {9.68 million euros in 2016) in equity for
the remuneration to be settled through equity instruments. In 2017 the number of reference shares taken
into account for the purposes of this remuneration amounted to 7,720,980 (12,623,526 in 2016).

e Additionally, in 2016, as explained in the valuation rules, the 2013-2015 medium-term incentive plan was
liquidated, having paid 34.47 million euros in said concept, which amount was fully provisioned.

e Further, as indicated in the valuation rule “5.19 Personnel expenses”, the Group had an incentive plan
referenced to the MAPFRE S.A. share, which expired in 2016, having recorded (0.14) million euros in said
period as a personnel expense item.

in order to cover the expenses related to this item, at the date of exercise of the right two equity swaps
were purchased in 2008 of 8,625,733 shares and 219,297 shares, with a strike price of 3.2397 and 2.6657
euros, respectively. Said equity swaps were cancelled in 2017, with no significant impact on the
consolidated income statement as there their market value was a provision for at December 31, 2016.

Number of employees

The following table shows the average number and final number of employees for the last two years,
classified by category and gender, and distributed by segment.
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¢ Average number of employees:

2017
Board of Directors and Sentor Emecutives Technicians Admin. assistants Total
Segment

Men Weomen Men ‘Woman Men ‘Women Msn Women Men ‘Women
1BERIA a 1 946 336 2,940 2,680 685 1,839 4575 4,815
LATAMNORTH 5 1 310 289 738 702 390 484 1,443 1476
LATAM SOUTH 4 457 314 1212 1,077 709 913 2,383 2,304
BRASIL 3 = 399 281 1,025 2,137 826 1221 2,253 3,639
NORTH AMERICA 2 - 306 313 732 1,101 177 687 1,217 2,100
EMEA 6 2 235 194 680 769 537 750 1,458 1,716
APAC 5 1 229 306 673 722 1316 2,052 2,423 3,081
MAPFRE RE 2 = 57 32 111 115 13 37 183 184
CORPORATE AREAS 12 1 219 93 446 278 2 102 702 474
‘m':‘" number et a8 8 3,407 2,176 8,652 9,634 4,683 8,111 16,787 19,929
2016

iBosst of Birectoss snd Sentor Enecutives Technicians Admin, assistants Total
Segment Management

Men Women Men Women Men ‘Women Men Women Men ‘Women
1BERIA s 1 946 313 2,888 2,553 676 1,808 4514 4,675
LATAMNORTH 7 1 336 293 731 674 403 499 1,477 1,467
LATAM SOUTH 2 2 465 339 1337 1,207 812 1,022 2,635 2,569
BRASH 3 = 454 320 1,074 2,361 953 1,428 2,483 4,109
NORTH AMERICA 1 = 304 301 653 996 239 777 1,197 2,075
eveR 2 2 227 186 248 657 242 728 1119 1,572
apAC 1 = 465 329 674 806 1,412 2,281 25552 3,416
MAPFRE RE 3 - a8 17 80 83 5 38 136 134
CORPORATE AREAS 12 1 224 % 502 313 28 107 766 517
::_"‘;:“' el 56 7 3,526 2,225 8,493 9,789 | 4,983 l 8,723 17,058 20,705

¢ Number of employees at the end of the year:

2017
8aard of Directors and Sentor Executives Tachniclans Admin, assistants Total
Segmant Management
Man ‘Women Men Women Maen Women Men ‘Women Men ‘Wormen
IBERIA 4 1 950 340 2,937 2,650 696 1,877 4,587 4,868
LATAM NORTH 5 1 302 282 745 712 366 468 1,418 1,463
LATAM SOUTH 4 1 440 299 1,203 1,068 673 882 2,320 2,250
BRASIL 3 - 381 272 971 2,019 791 1,281 2,146 3572
NORTH AMERICA 2 - 307 313 723 1,112 180 665 1,212 2,090
MEA 8 4 230 195 672 758 544 785 1,454 1782
APAC 4 1 420 301 630 625 1,294 1,998 2,348 2,925
MAPERE RE 1 - 49 20 96 97 5 25 151 142
CORPORATE AREAS 13 2 223 97 451 287 23 101 710 487
Total number ofemployees 46 10 3,358 2,151 8,542 9,450 4,590 8,124 16,536 19,735
2016
Basrd ofDirestors aed Seplor Executives Tachnicians Admin, assistants Total
T Managemant
Men ‘Women Men Women Men Women Men Women Men ‘Women
{BERIA 3 1 938 317 2,874 2570 678 1812 4,493 4,700
LATAMNORTH 7 1 318 296 730 670 382 484 1,437 1,451
LATAM SOUTH 19 2 458 330 1,322 1,214 773 958 2,572 2504
BRASIL 2 - 445 311 1,073 2,330 872 1,249 2,392 3,890
NORTH AMERICA 6 4 301 307 669 1,007 236 784 1,212 2,102
EMEA 2 2 222 181 477 681 395 584 1,096 1,448
APAC 1 - 443 309 683 799 1,394 2,185 2521 3,293
MAPFRE RE 3 - 48 17 86 86 3 31 140 134
CORPORATE AREAS 12 1 226 98 504 309 30 105 772 513
Total number of smplovees 57 n 3,456 2,199 8,524 9,772 4774 8,227 16,811 zo,ﬂ
|
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The following table shows the number of employees in Spain with a degree of disability equal to or higher
than 33 percent at the close of the last two years and the average during those years, indicating the
categories to which they belong:

[ 2017 2016
Item
Year-end close Average Year-end close Average
Executives 13 13 11 11
Technicians 74 72 60 60
Administrative Assistants 90 83 69 66
Total 177 168 140 137

6.23. EARNINGS ON FOREIGN EXCHANGE DIFFERENCES

Foreign Exchange gains other than those arising from financial instruments measured at fair value, allocated
to the consolidated income statement, amounted to 1.04 billion and 705.99 million euros in 2017 and 2016,
respectively.

Negative foreign exchange differences other than those arising from financial instruments measured at fair
value, allocated to the consolidated income statement, amounted to 1.02 billion and 626.50 million euros in
2017 and 2016, respectively.

The settlement of the exchange differences recognized in equity at the beginning and end of the year in 2017
and 2016 is shown below.

Amount
Description
2017 2016

FOREIGN EXCHANGE DIFFERENCES AT THE BEGINNING OF THE YEAR (91.61) (355.81)
Net foreign exchange differences on valuation of non-monetaryitems (7.56) (1.41)
Net foreign exchange differences on conversion of financial (631.53) 265.61
statements

FOREIGN EXCHANGE DIFFERENCES AT THE END OF THE YEAR (730.70) {91.61)

Figures in millions of euros

At December 31, 2017 and 2016 the net foreign exchange differences arising from the translation into euros
of the financial statements of those Group companies whose functional currency is not the euro were as
follows:
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Currency conversion differences

Company/Subgroup Geographic Area Gains Losses Net
2017 2016 2017 2016 2017 2016
fully consolidated companies:
MAPFRE RE EUrgpE, America 22.38 26.22 (19.92) (14.97) 2.46 11.25
and rest of world
¢ )
MAPFRE INTERNACIONAL urope; Anerica 354.23 683.52 (1,027 11) (734.84) (672.88) (51.32)
| and rest of world
OTHER - 25.78 32.44 (67.36) (72.84) (41 58) (40.40)
TOTAL 402.39 74218 (1,11439) |  (82265) (712.00) (80.47)

Figures In milllons of euros

6.24. CONTINGENT ASSETS AND LIABILITIES

At the end of 2017 and 2016, and at the time of preparing these consolidated annual accounts, there was no
evidence of the existence of contingent assets and liabilities for significant amounts, other than those
disclosed in these notes.

6.25. BUSINESS COMBINATIONS

Executed in the financial years 2017 and 2016

In 2017 and 2016 several shareholdings were purchased, the most significant being the take-over of the
Indonesian insurance company ABDA in 2017, and the acquisition of the Barclays Life and Pensions business
in Portugal in 2016. The ABDA take-over consists of a business combination in stages, as MAPFRE already
owned 20 percent of the capital. With this operation, MAPERE consolidated the entry into the Indonesian
insurance market it began in 2013, allowing the company to increase its presence in Southeast Asia and
position itself in a market with great potential. The 2016 acquisition reinforced MAPFRE's presence in the
Portuguese market.

The table below shows the fair value of the identifiable assets and liabilities related to the acquisition of
these businesses:
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Year 2017 Year 2016
item BANKINTER VIDA
ABDA
Portugal branch
ASSETS
portfolio acquisition expenses - 69.66
Investments 87.03 3903.65
Receivables 16.41 24.25
Cash 76.68 35.92
Other assets 11.54 10.25
TOTAL ASSETS 191.66 1,043.73
LIABILITIES
Technical provisions 98.34 527.43
Deferred tax liabilities 3.96 0.32
Debt 3.77 446.04
Other liabilities 6.08 0.28
TOTAL LIABILITIES 112.15 974.07
Fair value of net assets 79.51 69.66
Interest purchased S51% 100%
Fair value of the percentage of purchased
— 40.55 69.66
First consolidation difference 106.40 5.34
Acquisition combination costs 146.95 75.00

Figures in millions of euros

The fair values from the business combinations carried out in 2017 have been provisionally allocated, as the
proper identification and determination of said values is being studied, based on projections that are being
revised with a time horizon of around 10 years.

The above stated fair values differ from the book values of the companies prior to the combination, mainly
due to portfolio acquisition expenses and corresponding tax liabilities, which are not recorded on their
books.

The original 20 percent stake held in ABDA has been recorded at fair value, recognizing a positive effect of
13.50 million euros, net of taxes, in the Group 2017 consolidated income statement.

The net acquisition costs of all the combinations in 2017 and 2016 have been met in full, and at December
31, 2017 and 2016 there were no outstanding amounts pending payment.

The expenses directly attributable to the combinations in 2017 and 2016, corresponding to independent
professional, legal and financial advisory fees and amounting in total to 0.31 and 0.74 million euros,
respectively, are recorded as expenses in the consolidated income statement.
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The aforementioned combinations were incorporated into the consolidated group on June 1, 2017 in the
case of the one acquired that year, and on April 1, 2016 in the case of those acquired the previous year. They
have contributed 43.54 and 107.71 million euros to the Group's premiums, and 2.87 and 4.50 million euros
to the net result attributable to the controlling company, respectively. If these combinations had been
executed at the beginning of each year, they would have contributed 76.74 and 143.61 million euros to the
Group’s premiums, and 6.64 and 6.00 million euros to the net result attributable to the controlling company,
respectively.

The business combinations with an insignificant cost that took place during 2017 and 2016 are listed in
Annex 1.

6.26. TRANSACTIONS WITH RELATED PARTIES
All transactions with related parties have been conducted under market conditions.

in addition to the transactions described in the other notes accompanying the consolidated annual accounts,
the balances and transactions between Group companies are explained below.

Operations with Group companies

The operations conducted between Group companies, with a zero effect on results because they have been
eliminated in the consolidation process, are shown below:

item 2017 2016

Received/provided services and other

541.99 569.33
expenses/revenue
Expenses/revenue from real estate investment 23.58 15.16
Expenses/revenues from investments and financial
29.65 37.16
accounts
Dividends distributed 1,854.55 1,594.41

Figures in millions of euros

Reinsurance and co-insurance operations

Reinsurance and co-insurance activities conducted between Group companies, which have been eliminated
in the consolidation process, are shown below:

[7 tem ‘ 2017 2016
Ceded/accepted premiums ‘ 2,422.03 2,451.02
Benefits and services ‘ 1,697.75 1,171.76
Changes in technical provisions | {37.10) 54.26
Commissions ‘ 602.48 586.05

| | |

Figures in milliens of eures
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The following table shows the balances with reinsurers and ceding companies, deposits given, and technical
Il of which have been eliminated in the

provisions on reinsurance activities with Group companies, a

consolidation process:

Item 2017 2016
Receivables and pavyables 364.95 347.70
Deposits 101.22 85.51
Technical provisions 3,063.75 1,848.83

Figures in millions of euros

Information related to controlled companies

The following table shows the dividends distributed by the controlled companies
controlling acquisitions of controlled companies and the result for the period attributabl

acquisitions of controlled companies:

Controlled company

Dividends distributed

Controlling company

Non-controlling company

Earnings attributable to non-
controlling interests

2017

2016

2017

2016

2017

2016

8B MAPFRE SH1 PARTICIPAGOES, S.A.

BANKIA MAPFRE VIDA, S.A. DE SEGUROS Y REASEGUROS
BANKINTER SEGUROS DE VIDA, S.A.

MAPFRE BHD COMPAR{A DE SEGUROS, S.A

CAJA CASTILLA LA MANCHA VIDA Y PENSIONES, S.A.
MAPFRE RE COMPARNIA DE REASEGUROS, 5.A.

MAPFRE PERU VIDA, COMPARN{A DE SEGUROS, S.A.

146.48

40.78

23.43

5.16

9.71

95.28

6.28

100.75

25.43

23.18

11.82

8.46

83.29

5.34

440.31

39.18

23.43

4.95

9.71

8.01

2.38

300.91
24.43
23.18
11.36

8.45
7.00

2.96

356.86
37.41
25.87

8.71
9.16
12.37

7.10

290.31

34.04

23.43

7.84

7.37

14.58

5.60

Figures in millions of euros

in relation to dividends distributed in previous years by the Brazilian-controlled companies,
euros were recognized in 2016 as the largest amount of non-controlling acquisitions of con

charged to reserves.

with significant non-
e to non-controlling

45.20 million
trolled companies

The key figures for controlled companies and significant joint arrangements related to insurance activities

are shown below:
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The key figures for controlled companies
activities are shown below:

e Balance sheet

and significant joint arrangements related to non-insurance

Cuwrrent assets Total assets Equity Current liabilities
Entity
2017 2016 2017 2016 2017 2016 2017 2016

Investee

MAPFRE INVERSION SOCIEDAD DE VALORES S.A 58.33 94.42 23419 251.22 200.98 220.30 25.67 23.22
FUNESPANA, S.A. 54.78 58.52 171.45 176.38 113.27 109.94 51.80 59.99
MAPFRE TECH 3431 44.38 53.10 63.39 20.16 21.89 25.64 33.42
CREDIMAPFRE 28.09 39.18 28.23 41.62 314 8.30 25.08 33.32
Subtotal investees 175.51 236.50 486.97 532.61 337.55 360.43 128.19 149.95

Figures in millions of euros
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¢ [ncome statement

Earnings
Revenue
Entity e
From operations From overall account
2017 2016 2017 2016 2017 2016
Investee
MAPFRE INVERSION SOCIEDAD DE VALORES S.A. 102.05 108.71 39.63 59.08 3%9.19 57.93
FUNESPARA, S.A. 98.02 95.56 4.53 4.00 453 3.95
MAPFRE TECH 178.16 221.36 {1.78) 0.07 (1.78) 0.07
CREDIMAPFRE 3.81 20.94 0.04 (0.18) 0.04 {0.18)
Subtotal investees 382.04 446.57 42.42 62.97 41.98 61.77

Figures in millions of euros

Information relating to joint arrangements and associated undertakings
In 2017 and 2016 MAPFRE GLOBAL RISKS did not receive any dividends from SOLUNION.

The cost and fair value of the shareholding in the SOLUNION joint venture at the close of the year were 37.1
and 66.1 million euros, respectively.

The following table contains the supplementary information for the joint ventures:

Cash and cash . . Interest Expenses or income
lent Financial liabilities after.tax onlprofit
Joint Business b o Revenue Expenses i
2017 2016 2017 2016 2017 2016 2017 2016 2017 2016 2017 2016
SOLUNION SEGUROS DE CREDITO S.A 2.56 11.59 == == 173 1.56 3.53 2.90 l.64 1.42 {2.29) (2.74)
TOTAL 2.56 11.59 s - 173 1.56 3.53 2.90 1.64 1.42 (2.29) (2.74)

Figures in millions of suros

In 2016 MAPFRE ESPANA and its Portuguese partner SALVADOR CAETANO AUTO (SCA) restructured their
vehicle distribution and rental businesses, previously pursued through the Spanish company IBERICAR
Sociedad Ibérica de! Automévil (IBERICAR) and the Portuguese company FINLOG Aluguer e Comercio
Automaéveis S.A. (FINLOG), investee companies in which MAPFRE ESPANA and SCA both had a 50 percent
share.

Following the aforementioned restructuring, SCA increased its share capital with all shares being purchased
by MAPFRE ESPANA through the provision of various assets, including its share in IBERICAR and FINLOG.

As a result of this operation, SCA became the sole shareholder of IBERICAR and FINLOG, while MAPFRE
ESPANA became the owner of 26 percent of the share capital of SCA, primarily engaged in the distribution
and rental of vehicles in several countries.

This operation increased the assets and result attributable to the controlling company by 20.53 million euros.

The information relating to the key figures of the associated undertakings is included in Annex 1 of the
annual report.
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Remuneration of key management personnel

The following table shows the paid remuneration received in the last two years by members of the Board of
Directors of the controlling company:

Amount
item
2017 2016
Short-term remuneration
Salary 3.00 3.93
Short-term variable remuneration 1.98 2.52
Fixed allowance 2.47 265
Otheritems 0.15 0.30
Medium-term variable remuneration 1.13 472
TOTAL REMUNERATION 8.73 14.12
Other remuneration
Long service bonuses 0.01 0.01
Life insurance 0.10 0.13

Figures in millions of euros

The amounts of 2016 remuneration are different than those amounts included in the annual accounts for the
year, as the remuneration was recorded as paid remuneration instead of accrued. The basic remuneration
for external directors consists in an annual fixed amount for membership to the Board of Directors, which
was 110,000 euros in 2017 {110,000 euros in 2016). In 2016, a fixed annual allowance of 110,000 euros has
been established for the Vice-Chairman-Coordinating Director. The members of the Steering Committee
receive 20,000 euros (40,000 euros in 2016). Said amount reaches 55,000 euros (50,000 in 2016), in the case
of people who chair a sub-steering committee, while all other members of a sub-steering committee receive
35,000 euros {30,000 euros in 2016).

Members of the boards of directors of Spanish insurance companies also receive a fixed allowance of 45,000
euros (40,000 in 2016), which amount in 2017 reaches 100,000 euros in the case of people who chair the
Board and 8,000 euros for those who are members of Steering Committees (6,000 in 2016).

Life insurance is also established in case of death, with an insured capital of 150,253 euros, as well as some of
the staff benefits like medical insurance.

Executive directors (who are deemed to be executives of the controlling company as well as those who
perform executive functions in other MAPFRE GROUP companies) receive the remuneration established in
their contracts, which includes a fixed salary, incentives with varying amounts linked to results, life and
disability insurance, and other general benefits established for the Group's staff. They also receive certain
pension supplements for retirement, externalized through a life insurance policy. All of these payments are
in line with the compensation policy established by the Group for its senior managers, whether or not they
are directors. In 2017 contributions to defined benefit plans amounted to 4.20 million euros, recognized as
expenses for the year (3.40 million euros in 2016).

Executive directors do not receive the fixed assignment established for external directors.
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In relation to the medium-term incentive plan approved in 2016, 1.33 million euros were provisioned, of
which 1.31 million euros correspond to remuneration in cash, and 0.02 million euros to remuneration to be
settled through equity instruments. In 2016, 3.28 million euros were provisioned, of which 2.17 million
corresponded to remuneration in cash and 1.11 million to remuneration to be settled through equity
instruments.

In 2016, 4.72 million euros were liquidated, of which 1.48 million euros are pending payment at the close of
said year, with this amount being fully provisioned.

The following table shows the estimated amounts deriving from provisions pending payment to the
members of the Board of Directors at December 31 in both years:

Amount
Item
2017 2016
Medium-term incentives: Shares 1.00 1.11
Medium-term incentives: Cash 2.23 3.65
Long service bonuses 0.31 0.43
TOTAL 3.54 5.19

Figures in millions of euros

Additionally, and regarding variable short-term remuneration already paid, at the close of 2017 2.62 million
euros are pending payment, of which 1.98 million euros correspond to 2017 and the rest to 2016.

The basic remuneration for external directors is approved by the Annual General Meeting at the
recommendation of the Board of Directors and in keeping with the report drawn up by the Appointments
and Remuneration Committee. The amount of the contractual remuneration for executive directors and the
fixed payment for membership of the boards or steering committees are approved by the Board of Directors,
subject to a report by the committee.

The insurance premium paid on behalf of the administrators for damages liability was 0.44 million euros
(0.47 million euros in 2016).

In reference to senior management, remuneration paid in the last two years is shown below:

Amount
ftem
2017 2016
No. of senior management members 5 6
Short-term remunerations 2.53 3.24
Other remuneration 0.04 0.04
TOTAL 2.57 3.28

Figures in millions of euros
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Regarding the 2016-2018 medium-term incentive plan, in the current year an allowance of 0.1 million euros
was provisioned in 2017 (1.27 million euros in 2016) of which 0.09 million euros correspond to remuneration
in cash and 0.01 to remuneration to be settled in equity instruments. In 2016, settlement of the 2013-2016
medium-term incentives plan of 4.98 million euros.

Additionally, an expense of 0.52 million euros was recorded in 2017 (1.18 million euros in 2016) as a
contribution to defined benefit plans.

6.27. POST-BALANCE SHEET EVENTS

MAPERE and Banco do Brasil have signed a non-binding memorandum of understanding on February 5, 2018
to update the terms of their strategic alliance in the insurance business. The redefinition of these
agreements would result in an increase in MAPFRE’s shareholding in its businesses in Brazil, which would
allow it to progress toward a simpler and more efficient governance structure and reduce internal costs, with
a significant improvement in productivity and business profitability.

According to the terms of the memorandum, MAPFRE would become the owner of 100 percent {(currently 50
percent) of the sum of the business generated by the agency network and the automobile and large risks
business in the BB bank channel. The same current shareholder configuration for life and agriculture
insurance would be maintained and BB’s bank channel homeowners insurance, which BB MAPFRE would
continue to develop, would be incorporated into this same structure, with MAPFRE’s shareholding being 25
percent.

MAPFRE would maintain exclusivity in the Banco do Brasil bank channel for all the businesses falling within
the scope of the alliance, both those that it underwrites directly as well as those distributed through BB
MAPFRE.

7. RISK MANAGEMENT

The Board of Directors of MAPFRE S.A. establishes the risk level that the Group would be ready to assume to
attain its business objectives with no significant deviations, even in adverse situations. That level, which
establishes limits and sub-limits per risk type, configures the MAPFRE Group's risk appetite.

MAPERE’s structure is based on highly autonomous Units and Companies insofar as their management. The
governing and management bodies of the Group approve the Units’ and Companies’ lines of action regarding
continuous risk management and supervision through indicators and risk exposure ratios.

The Group Corporate Risk Management Area handles all significant aspects related to risk management
corresponding to both the Group and the different legal undertakings belonging to it establishing
benchmark directives and criteria to be taken on, with any adaptations necessary, by the risk areas of the
individual undertakings.

The Governing Bodies regularly receive half-yearly information relating to the quantification of the main risks
to which the Group is exposed and the capital resources available to cover them, as well as information
relating to compliance with the established risk appetite limits.
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Assigned capital is established in general based on estimates in accordance with the budgets from the
preceding year and it is periodically reviewed throughout the year in line with the development of risks in
order to ensure compliance with the established risk appetite limits.

These limits provide for certain companies requiring a higher level of capitalization, in relative terms, than
the Group average, either because they operate in different countries with different legal requirements, or
because their activities are subject to more stringent financial solvency requirements than those of the other
Group entities.

Exposure to the types of risk coming from the Group financial instruments and insurance contracts, as well as
the processes and methods used for their management and measurement are explained in sections A), 8), C)
and D) of this Note.

A) INSURANCE RISK

1. Sensitivity to insurance risk

This sensitivity analysis measures the effect on capital fluctuations upward and downward of
the determining factors of insurance risk (number of insured risks, the average premium value,
frequency and cost of claims). One measure of the sensitivity to the Non-Life insurance risk is
the impact that a 1 percentage point change in the combined ratio would have on the annual
results and, consequently, on equity. The following table shows this effect and the volatility
index of the ratio, calculated according to the standard deviation in a five-year time horizon.

Impact on results of 1% variation in the combined ratio . ) .
. 7 Combined ratio volatility
Business Units R
index
2017 2016
Insurance
- IBERIA 33.06 33.16 2.02%
- LATAM 23.86 22.73 1.02%
- INTERNATIONAL 36.33 15.22 2.01%
Reinsurance 17.90 16.29 0.99%
Assistance 8.38 8.10 4.30%
Global Risks 2.46 2.52 18.54%
CONSOLIDATED 103.78 97.67 1.09%

Figures in millions of euros

For the Life activity, in contrast to previous years, the Market Consistent Embedded Value
(MCEV) methodology has been used. The main difference with respect to the EEV used above
is that the yields of the assets and the credit risk are determined in such a way that the net
flows of the assets, discounted to the origin, coincide with their market value. In this way,
yields and credit risk cease to be a hypothesis and become a consequence of the market price
of the assets.
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The Embedded Value of the Life, Accidental Death, Mutual Fund and Pension Fund insurance
businesses comprises the adjusted net asset value plus the value in force, defined as follows:

e Embedded value: Adjusted Net Asset Value (ANAV) + Value of In Force Business (VIF)

e Adjusted Net Asset Value (ANAV): Adjusted Net Asset Value or ANAYV is the same as equity
according to the IFRS, adjusted for: committed donations and dividends; goodwill; deferred
expenses; and any other element necessary to obtain the economic value of the capital.

e Value of In Force Business (VIF) = PVFP — TVFOG - Coc, being:

- The Present Value of Future Profits or "PVFP" is equal to the present value of expected
future accounting profits of the portfolio in force at the valuation date, after tax and
discounted to the reference curve. The financial performance of the business in force
has been calculated on the basis of interest rates on the reference curve, except for
fixed interest rate assets related to Life-Savings insurance, where book yields have
been used with an adjustment for credit risk based on the market value of the assets.
The PVEFP includes the "intrinsic value" of the FOG granted to the insured. The financial
performance of future investments has been calculated based on interest rates of the
reference curve.

- TVFOG = Time value of financial options and guarantees granted to policyholders.
These options are included in the contracts, which implies the existence of potentially
valuable underlying guarantees, or options to change, the level or nature of
policyholders’ benefits and exercisable at the discretion of policyholders, whose
potential value is impacted by the performance of financial variables

- CoC = Cost of Capital. In line with Solvency Il Risk Margin calculation, the CoC used in
the 2016 MCEV has been measured by applying a fixed rate of 6% (gross of taxes) to
the required solvency capital, excluding market risks.

In line with MCEV principles, a methodology that is aligned with Solvency |l criteria has been
selected, with the exception of:

e Contract limits: in products renewable annually in which the Solvency Il criteria
establishes that the limit of the contract with effect to the valuation is at the end
of the year in progress, the criteria applied for MCEV has been to project
successive renewals, considering the probability of cancellation until the contracts’
maturity.

e In line with the above, the cost of capital has been calculated based on a
theoretical capital requirement, which would correspond if this same contract limit
were applied to the risks calculation.

As such, the key hypotheses used have been:
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e Discount curves: Risk-free reference rates published by EIOPA (European Insurance
and Occupational Pensions Authority) at the valuation date have been used,
including volatility adjustments or matching adjustments (by product).

e Risk Margin methodology has been followed for the cost of capital, including the
factor of 6% per annum (before taxes).

The following table shows the composition of the embedded value of the business of MAPFRE VIDA
and its controlled companies at the close of 2016 and 2015 (the figures for 2017 were not available
when the consolidated annual accounts were prepared).

item 2016 (MCEV) 2015 (EEV)
Adjusted equity 1,996.40 1,612.00
Present value of future profits 3,089.30 2,162.50

pPresent value of options and guarantees

93.10 66.20
granted to policyholders ( ) ( )
Cost of regulatory capital (444.10) (273.70)
TOTAL EMBEDDED VALUE 4,548.50 3,434.60

Figures in millions of euros

The variables to which embedded value was most sensitive in 2016 were as follows:

e A 100 basis-point increase in interest rates, which would reduce the embedded value
by 290.9 million euros in the existing portfolio and by 11.1 million euros in the new
business.

e A 10 percent reduction in the decline in the portfolio, which would increase the
embedded value by 213 million euros in the existing portfolio and by 25.8million euros

in the new business.

The insurance companies in the territorial areas of LATAM and International that operate in
the Life insurance business mainly do so through risk schemes.

2. Concentrations of insurance risk

The Group has a high degree of insurance risk diversification since it operates in virtually all
insurance lines in Spain and has a wide presence in the international markets.

The Group has implemented a system of procedures and limits which allows it to control the
level of concentrated insurance risk.

It is standard practice to use reinsurance contracts to mitigate the insurance risk arising from
the concentration or accumulation of guarantees exceeding the maximum acceptance levels.
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2.a) Premium amounts by risk

The following tables show the breakdown for
insurance and accepted reinsurance premiums

business underwritten:

the last two years of written direct

classified according to the type of

The English version is only a translation

Spanish version shall prevail.

Accepted reinsurance Direct insurance
Non-Life Other risks
ftem
Life Total Catastrophe risk Non-Life Total
Catastrophe risk|  Other risks Life —y
Automobile Other
itt
Written premiums, direct " - - N 263.89 4,656.44 7,210.36 7,851.65 19,982.34
insurance
Premiums from accepted
. 656.70 463.84 2,377.81 3,498.35 . & = = =l
reinsurance
Figures in millions of suros
Accepted reinsurance Direct insurance
Non-Life Other risks
item
Life Total Catastrophe risk Non-Life Total
Catastrophe risk |  Other risks Life
Automobile Other
Writt iums, direct
Written premiums, direc B _ ~ - 198.90 4,434.04 7,333.88 7,346 87 19,313.69
insurance
Premiums from accepted
648.24 610.30 2,240.94 3,499.48 - = - - s
reinsurance
Figures in millions of euros
2.b) Premium income by product and segment
The following tables show premiums issued for direct insurance and accepted
reinsurance by product and segment, in the last two years:
| | | CORPORATE ABLAS AND
Product IBERA LATAM NOKTH LATAM SOUTH SRATL NOATH AMERICA EURASIA MAPFRE ASISTENCIA !Ilh!' AF GLOBAL BAE MAPFRE RE COMNSOLIDATION Tecal
| ADJUSTMENTS
Lie 22002 33455 26357 155088 443 w7 o 4,669 50
Automobete 223465 30108 49812 120522 172311 12107 7943 76 96) nn
Homeowners and commercisl risks 39153 106 62 w793 ATT & 71251 1337 o | 251027
Heatth 519 34 19391 69 58 204 7708 12489 | - - 513 991 98
Accident 1728 1568 9424 | - 189 950 bl 019 23879
Other Non-Life 977 37 ;29 56540 | 131127 542 913 6102 | 34035 001 (73251) 365175
Rensurance | | 64306 917.07 422241 (1555 86) l 422668
I— e - = = — = = -+ -4 - ]
TOTAL N t._m'_l)ﬂ { !.Zﬂ__li | N L4 90 1 IH‘J_l 1 252851 | o Lass. F_‘ 1 l_ll.\! L257 A L l.)}_‘.‘_‘l | (2.5% 20y 1 R )
Fugues m mBSon of ewor
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2016
r T T f
CORPORATE AREAS AND
Product WERA LATAM NORTH LATAM SOUTH BRATH NORTH AMERICA- EURASIA i MASFRE ASISTENCIA RSK. MAPFRE RE CONSOUDATION Tous
ADNSTMENTS
L | I | —i3
Life 11122 2936 23752 152307 1466 278 70 055 445508
l Aromobite 2,164 98 33610 A58 52 1,2324% 1,747 &% 1,337 40 6832 | = l (5268 | 730259
Homeowners and commercial risks 4770 11120 17023 43722 72835 100 20 £ - 312 249802
| Heatth 43442 18961 5644 a3 10150 JEES - N = l 157 . 99 08
Accident 11893 1531 9757 - 2 1n e - - 045 4670
Other Non-Lite. 867.27 31741 ®3iw 119568 2924 104 37 30353 32485 - {726 3,063 02
Reinsurance -1 - - -1 - - 60492 88734 42475 wsmsy | 425068
| - S = i e _l._ - = | —_!_ e e e il
. Coas2 Laa® | AL e 1 Lomo | veeesr | 0 Laals | APAT | _ pomay | 0 nanaw |

_F;c.s.h-.msdt'u
2.c) Premium amounts by currency

The following tables show the breakdown for the last two years of written direct
insurance premiums.

Currency Financial Year
2017 2016
Euro 8,472.66 8,152.09
US dollar 4,183.35 3,909.92
Brazilian real 4,546.87 4,392.83
Mexican peso 483.95 509.96
Argentine peso 243.15 242.30
Venezuelan bolivar 9.37 33.34
Turkish lira 531.53 742.66
Colombian peso 393.89 296.29
Chilean peso 171.51 185.14
Pound sterling 226.16 224.66
Other currencies 719.90 624.50
TOTAL 19,982.34 19,313.69

Figures in millions of euros

3. Claims

Section 3.4 of Note 6.14 of the annual report, “Technical Provisions”, offers information about
the progression of claims.

B) CREDIT RISK

1 Credit risk arising from reinsurance contracts

The following table shows the breakdown of receivables against reinsurers in the last two
years:
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Book value
Ceded and retroceded reinsurance
2017 2016
Provision for Life insurance 68.70 84.89
Provision for outstanding claims 3,171.77 2,234.85
Other technicai provisions 1.58 6.55
Receivables on ceded and retroceded reinsurance transactions 632.62 465.04
Due on assigned and retroceded reinsurance transactions {731.62) {650.52}
TOTAL NET POSITION 3,143.05 2,140.81

Figures in milllons of euros

The following table shows the breakdown of credits against reinsurers based on the financial

solvency margin:

Book value
Rating
2017 2016

Maximum 3341 27.51 |
Very high 1,080.27 400.13
High 1,350.36 1,127.07 ‘
Adequate 194.85 266.87 ‘
Weak 27.77 41.63
Not available 456.40 277.61 !

TOTAL NET POSITION 3,143.05 2,140.81 J

Figures in millions of euros

The following table shows the type and amount of the guarantees granted by reinsurers in the

last two years:

Amount
Type of surety
2017 2016
Letters of credit 2.05 1.17
Guarantees = =
Pledging of assets -- --
Other guarantees 276.69 330.14
TOTAL 278.74 331.31

Figures in millions of sures

The balances corresponding to receivables on direct insurance and co-insurance operations
amounted to 4.02 and 4.32 billion euros at December 31, 2
Estimated losses due to impairment are recorded in the income statemen

accounting policy 5.9.

2. Credit risk arising from other financial instruments

The breakdown for the last two years of the portfolio of fixed-income securities, hybrid
securities, deposits and cash, based on the payment capacity of issuers of fixed-income

securities and financial institutions, is shown below:
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Book value
Credit rating Held-to-maturity portfolio Available-for-sale portfolio Trading portfolio Cash
2017 2016 2017 2016 2017 2016 2017 2016
Maximum 978.61 1,071.63 1,461.94 1,610.19 392.38 428.96 129.46 102.84
Very high 796.98 970.87 3,541.82 4,246.81 2,137.72 1,880.55 142.13 68.01
High 34.28 167.32 3,958.24 3,990.62 455.86 728.73 818.68 460.00
Adeguate 66.83 85.00 21,831.15 21,760.38 699.92 476.91 511.85 298.41
Weak 44.21 25.84 672.12 999.58 24.05 35.59 164.32 403.01
Not available 82.81 82.62 77.01 34.82 138.52 154.48 97.57 118.86
TOTAL 2,003.72 2,403.28 31,542.28 32,642.40 3,848.45 3,705.22 1,864.01 1,451.13

Figures in millions of euros.

3. Fixed-income securities in default

There were no fixed-income securities in default for significant amounts at December 31, 2017
and 2016.

4, Receivables

The following table shows the composition of the receivables heading at December 31, 2017
and 2016, as well as impairment losses, gains on recorded impairment reversals, and received
amounts for guarantees in the last two years:

Impairment
Net balance on balance sheet Security Received
kem Recorded losses Reversal gains
2017 2016 2017 2016 2017 2016 2017 2016
Receivables on directinsurance and co- 019.46 4.315.06 0.74 508 772 599
insurance operations 4,019. ,315.01 (20.74) {22.08} A X = -
Receivables on reinsurance operations 987.25 876.57 {0.02) (13.69) 3.81 5.68
Taxreceivabies 271.67 303.79 = == - -
Corporate and other receivables 1,058.72 | 1,156.44 (3.41) (4.64) 212 8.82
|
| |
TOTAL 6,337.10 | 6,651.86 (2417) (40.41) 13.65 20.49 ] - |

Figures in miliions of sures

C) LIQUIDITY RISK

With respect to liquidity risk, MAPFRE has a Liquidity Risk Management Policy and an Asset and
Liability Management Policy, which together comprise the benchmark framework for acting in this
regard. In MAPFRE, the general practice is based on maintaining cash balances sufficient to
comfortably cover the commitments arising from its obligations to insured parties and creditors.
Thus, at 31 December 2017, the cash and cash equivalent balance amounted to 1.86 billion euros
(1.45 billion euros the previous year), equivalent to 4.25 percent of total financial investments and
cash (3.30 percent at the close of 2016). For Life and Savings insurance the investment criteria
applied consists in matching the maturities of investments with obligations entered into under the
terms of insurance contracts in order to mitigate the long-term liquidity risk. In addition, most fixed-
income investments have an investment grade and are negotiable on organized markets, providing
ample capacity to act against potential liquidity stress.

Assets with maturity exceeding one year are described in the "Interest rate risk" section.
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Lastly, MAPFRE's low level of debt as regards shareholders’ equity, combined with the amount not
drawn down from the syndicated loan taken out by the controlling company, provides additional
liquidity through financing operations. Note 6.13 “Financial liabilities” provides information on the
Group's debt with credit institutions and its other financial liabilities.

1. Liquidity risk arising from insurance contracts

The table below shows the estimated schedule of disbursements for insurance liabilities
recorded at December 31, 2017 and 2016 (non-updated amounts).

2017
t Estimated cash outflows in years Closing
em
2018 2019 2020 2021 2022 2023102027 | Subsequent balance
Provisions for Life insurance 2,784.13 1,926.14 1,977.26 1,883.33 1,707.55 6,385.77 10,370.25 27,034.43
Provisi "
d’: "r':s"’" foroutstanding 5,542.21 227751 1,058.77 564.19 380.33 929.23 499.73 11,251.97
)
Other technical provisions 80.54 29.41 30.21 31.33 3261 185.43 513.32 902.85
direet
Dueandirectinsurance:and 918.94 12.00 6.77 418 273 653 2096 97211
reinsurance Op!ﬁ(IOnS
D n rei
ue,on relnsurance 1,111.34 083 0.30 018 012 029 105.57 1,218.63
operations
TOTAL 10,437.16 4,245.89 3,073.31 2,483.21 2,12334 7,507.25 11,509.83 41,379.99
Figures in millions of euros
2016
0 Estimated cash outflows in years Closing
em
2017 2018 2019 2020 2021 2022102026 | Subsequent balance
Provisions for Life insurance 2,869.19 1,881 28 1,762.65 1,888.43 1,725.72 5,824.93 11,331.95 27,284.15
Provision f i
CI': I‘"n:s"’" Crogfstanding 5,854.72 1,599.69 775.04 478.59 312.29 837.46 254.81 10,112.60
Other technical provisions 91.47 24.98 24.93 25.00 25.25 138.75 507.68 838.06
Due on direct insurance and
; : 906.14 17.42 879 550 3.48 7.98 371 953.02
reinsurance opemuons
Due on reinsurance
- 1,022.40 12.60 452 2.64 1.26 2.18 0.23 1,045.83
operations
TOTAL 10,743.92 3,535.97 2,575.93 2,400.16 2,068.00 6,811.30 12,098.38 40,233.66

Figures in millions of euros

2. Liquidity risk arising from subordinated liabilities and financial liabilities

The breakdown for the last two years of disbursement maturities for subordinated and financial
liabilities, excluding the financial discount, is shown below:
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Maturity in
item Total
2018 2019 2020 2021 2022 Subsequent
Subordinated jiabilities 26.25 26.25 26.25 26.25 26.25 711.47 862.50
tssue of debentures and other negotiable 16.25 16.25 16.25 16.25 16.25 1,065.00 1,146.25
securities
Due to credit institutions 85.07 14.01 9.25 607.32 3.78 164 721.07
Other financial _I|abﬂn(|es {not for trading, 30.45 0.26 038 0.30 0.25 80.57 1,048.03
not others at fair value)
TOTAL 167.02 56.77 52.13 650.12 46.53 1,878.46 2,851.03
Figures in millions ot euros
Maturity in
Item Total
2017 2018 2019 2020 2021 Subsequent
Subordinated liabilities 612.70 . - = - - 612.70
Issuelof debentures and other negotiable 16.25 16.25 16.25 16.25 16.25 108125 116250
securities
Due to credit institutions 83.38 15.46 13.78 6.23 484.40 17.42 620.67
Other financdial !Iabl‘llles {not for trading, %13 ) o o o5 - s6.81
not others at fair value)
TOTAL 758.46 34.48 30.44 2292 501.00 1,105.38 2,452.68

Figures in millions of euros

D) MARKET RISK

The MAPFRE Risk Management Area carries out resilience and sensitivity tests regarding the impact
of financial variables from the market on its solvency position.

The Group’s Investment Area regularly conducts analyses of the sensitivity of the investment
portfolio's value to market risk. Among others, the most usual indicators are the modified duration,
for fixed-income securities, and the VaR, or value at risk, for equity instruments.

1. Interest rate risk

The following tables show the significant information of the last two years regarding the level of
exposure to interest rate risk of the financial assets and liabilities:

Amount of assets exposed to interest rate risk at fair value
Portfolio Fixed interest rate Not exposed to risk Tota!
2017 2016 2017 2016 2017 2016
To expiration 1,818.26 2,047.06 206.00 372.70 2,024.26 2,419.76
Available for sale 29,567.64 31,648.38 4,948.79 3,454.23 34,516.43 35,102.61
Trading 4,635.56 4,250.15 827.01 768.44 5,462.57 5,018.59
TOTAL 36,021.46 37,945.59 5,981.80 4,595.37 42,003.26 42,540.96

Figures in millions of euros
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The assets with a fixed interest rate include the immunized portfolios, which amounted to 15.23 and
16.02 billion euros at December 31, 2017 and 2016 respectively, thus reducing the interest rate risk.

Amount of liabilities exposed to interest rate risk at fair value

ftem Fixed interest rate Not exposed to risk Total
2017 2016 2017 2016 2017 2016
Subordinated liabilities 617.37 593.96 - - 617.37 593.96

Issue of debentures and other

! 1,003.29 1,002.55 = = 1,003.29 1,002.55
negotiable securities
Payables to creditinstitutions 57.34 68.26 649.40 537.99 706.74 606.35
Other financial liabilities 803.68 440.69 431.49 311.40 1,235.17 752.09
TOTAL 2,481.68 2,105.56 1,080.89 849.39 3,562.57 2,954.95

Figures in millions of eurcs

The following tables show the breakdown of financial investments by maturity for 2017 and 2016.

December 31, 2017

Maturityin:
Item Closing balance 1 2 3 4 5 Subsequent o
without

year years years years Years maturity

HELD-TO-MATURITY PORTFOLIO

Fixed income 2,003.72 413.70 100.13 112.16 89.67 248.55 1,039.51

Other investments 20.54 12.76 & 0.19 167 0.10 5.82

TOTAL HELD-TO-MATURITY PORTFOLIO 2,024.26 426.46 100.13 112.35 91.34 248.65 1,045.33

PORTFOLIO AVAILABLE FORSALE

Fixedincome 31,542.28 2,252.52 2,195.00 2,072.70 2,242.50 2,353.05 20,426.51

Other investments 29.36 23.77 0.68 - 3.92 0.28 131

TOTAL PORTFOLIO AVAILABLE FOR SALE 31,572.24 2,276.29 2,195.68 2,072.70 2,246.42 2,353.33 20,427.82

TRADING PORTFOLIQ

Financial swaps 512.60 {59.17} (103.86) {127.93) {29.46) (99.52) 932.54

Options 1.97 1.97 - =) . - bt

Fixed income 3,415.04 1,980.38 133.71 226.68 403.45 139.95 530.87

Hybrids 323.91 3.36 9.17 = 168.41 116.35 26.62

Deposits 109.50 109.50 = - - b =

TOTAL TRADING PORTFOLIO 4,363.02 2,036.04 39.02 98.75 542.40 156.78 1,490.03

Figures in millions of euros
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December 31, 2016
Maturityin:
ttem Closing balance 1 2 3 a 3 Subsequent or
without
year years years years Years maturity

HELD-TO-MATURITY PORTFOLIO

Fixedincome 2,403.28 396.89 231.08 150.59 124.48 109.75 1,390.49
Other investments 16.48 7.57 - 0.29 212 | 6.50
TOTAL HELD-TO-MATURITY PORTFOLIO 2,419.76 404.46 231.08 150.59 124.77 111.87 1,396.99

S—

PORTFOLIO AVAILABLE FOR SALE

Fixedincome 32,642.40 2,028.24 2,425.82 2,316.96 2,121.95 2,306.40 21,443.03
Other investments 33.13 19.49 3.27 117 5.32 - 3.88
TOTAL PORTFOLIO AVAILABLE FOR SALE 32,675.53 2,047.73 2,429.09 2,318.13 2,127.27 2,306.40 21,446.91
RADING PORTFOLIO

Financial swaps 488.01 {173.06) (47.53} {91.22) (116.85) {33.15) 949.82
Options 421 1.32 2.89 = - e bl
Fixed income 3,354.11 1,840.84 405.87 133.20 137.77 236.71 599.72
Hybrids 194.80 4.19 = b = 165.52 25.09
Deposits 156.31 148.08 8.23 =] . = =
TOTAL TRADING PORTFOLIO 4,197.44 1,821.37 369.46 41.98 20.92 369.08 | 1,574.63

Figures in millions of euros

The average interest rate and modified duration of fixed-income investments in 2017 and 2016 are
shown below:

Item 2017 2016
Average interestrate (%) 4.42 4,75
Modified duration (%) 6.72 7.03

The modified duration reflects the sensitivity of the value of the assets to movements in
interest rates and represents an approximation of the percentage variation that the value of
financial assets would experience for every percentage point (100 bp) of variation of interest
rates.

The balances included in the "Receivables" heading under the assets on the balance sheet and
in the "Due on direct insurance and co-insurance operations"”, "Due on reinsurance
operations", "Tax liabilities" and "Other debts" accounts under the liabilities on the balance
sheet do not accrue interest and they are usually settled the following year. Liabilities with a
maturity exceeding one year are covered in the section "Liquidity risk arising from
subordinated liabilities and financial liabilities".
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2. Exchange rate risk

The following table shows the breakdown of assets and liabilities regarding the currencies in
which they are recorded at the end of the last two years.

Assets tiabilities Net Total
Currency
2017 2016 2017 2016 2017 2016
Euro 38,917.16 40,004.98 35,059.83 35,515.04 3,857.33 4,489.94
US dollar 12,824.95 10,813.67 9,827.60 7,709.12 2,997.35 3,104.55
Mexican peso 856.74 803.28 643.67 587.79 213.07 215.49
Brazilian real 9,157.10 10,548.31 6,859.29 7,812.56 2,297.81 2,735.75
Turkish tira 1,043.30 1,110.86 858.35 914.73 184.95 196.13
Chilean peso 388.81 334.77 319.20 253.30 69.61 81.47
Venezuelan bolivar 21.24 33.89 10.16 17.62 11.08 16.27
Argentine peso 348.31 375.82 285.34 272.87 62.97 102.95
Colombian peso 1,357.77 1,428.36 1,311.89 1,374.48 45.88 53.88
Pound sterling 485.69 425.89 419.52 312.29 66.17 113.60
Canadian dollar 50.93 58.49 15.35 40.64 35.58 17.85
Philippine peso 95.31 125.58 73.50 105.34 21.81 20.24
Peruvian sol 503.83 455.50 363.57 303.99 | 140.26 151.51
Other currencies 1,518.34 1,362.36 1,009.54 1,218.51 508.80 143.85
TOTAL 67,569.48 67,881.76 l 57,056.81 56,438.28 10,512.66 11,443.48 |

Figures in millions of euros

The sensitivity of the Group's equity to changes in euro exchange rates against the different
currencies in which assets are stated is determined by the net total amount shown in the
previous table, having deducted the amount for the non-monetary items. Similarly, the effect
of these exchange rate variations on the Group's future results is determined by the volume of
earnings obtained in each currency. Annex 1 provides a breakdown of the result obtained by
each Group company and the country where its operations are located.

3. Stock market risk

The VaR or value at risk (maximum variation expected in a one-year time horizon and for a
confidence level of 99 percent) of equities and mutual funds exposed to stock market risk
amounted to 656.44 and 837.35 million euros at December 31, 2017 and 2016, respectively.

4, Property risk

At December 31, 2017 the Group had property assets representing approximately 4.36 percent
of total investments and cash (4.60 percent at December 31, 2016), of which approximately
42.40 percent corresponds to its own offices (44.03 percent at December 31, 2016). This equity
serves the dual function of providing administrative and sales support as well as generating
revenues from investments and diversifying investments. The breakdown of these property
assets is shown in the following table:
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Net book value Market vaiue
Item
2017 2016 2017 2016
Real estate investments 1,250.71 1,274 81 1,679.12 1,711.67
Real estate for own use 920.64 1,002.96 1,266.36 1,404.07
TOTAL 2,171.35 2,277.77 2,945.48 3,115.74

Figures in millions of suros

Unrealized gains would offset a fall in the price of the properties equivalent to approximately
26.28 percent of their market value at the close of 2017 (26.89 percent at the close of 2016).

8. OTHER INFORMATION

8.1. INFORMATION RELATED TO THE ADMINISTRATIVE BODY

In the last two years, there have not been any conflicts of interest, either direct or indirect, between the
directors or the people connected to them and the Group.

In the last two years, the controlling company’s directors did not carry out any operations with the
controlling company itself or with any other Group company either outside the scope of the companies’
ordinary trading activities or outside normal market conditions.

8.2. FEES EARNED BY THE AUDITORS

The annual accounts of the controlling company and of the main Group companies for the financial year
2017 have been audited by the firm KPMG, with the main exception of the subsidiaries with registered
offices in Chile, whose auditor is Ernst & Young.

The remuneration accrued by the main auditor is shown below. It is deemed that these fees do not
compromise the independence of the auditors.

Amount
item
2017 2016
Audit services 6.32 6.95
Other verification services 1.77 1.04
Tax services 0.04 0.09
Other services 0.01 0.34
Total services of main auditor 8.14 8.42

Figures in millions of euros

The amounts corresponding to 2016 are higher by 0.39 million euros than those included in the annual
accounts of said period due to their review in 2017.

Fees for account audit services rendered by auditors other than the main auditor amounted to 0.21 million
euros in 2017 (0.20 million euros in 2016).
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8.3. ENVIRONMENTAL INFORMATION

The Group companies do not have any environmen

t-related item in the last two financial years that might be
significant or specifically included in these consolidated annual accounts.

8.4. INFORMATION ON AVERAGE PROVIDER PAYMENT PERIOD

Details of the payments made by the Group's fully consolidated Spanish compani

financial years 2017 and 2016 are:

Days
item
2017 2016
Average provider payment period 4.78 6.06
Ratio of paid operations 458 5.90
Ratio of operations pending payment 26.31 23.25

Item

Millions of euros

2017 2016
Total payments made 1,602.55 1,656.56
Total pending payments exceeding the maximum statutory term 14.68 15.79

es to providers in the
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